RESOLUTION NO 3457, asAmended

A RESOLUTION of the Port Commission of the Port of Seattle
accepting the findings and policies of the Harbor
Development Strategy as aflexible long-term guide
for the management and development of the Seaport.

WHEREAS, the votersof King County, pursuant to the provisionsof enabling
legislation adopted by the Legislature of the State of Washington, Chapter 92, Laws of 1911,
R.C.W. 53.040.101, authorized and approved at a special election held in King County on the
5th day of September 1911, the formation of a Port District coextensive with King County to be
known asthe Port of Seattle; and,

WHEREAS, the Port of Seattle was thereupon established as a Port District and has
since been and now isduly authorized and acting Port District of the State of Washington; and,

WHEREAS, the Port of Seattle (the Port) needs strategic policiesto guide the Seaport
in managingits business and real estate assets; and,

WHEREAS, the Port hasadual role - public agency and businessenterprise — and a
complex mission, one that provides significant public benefit to the region. The Seaport's
activitiesand facilities play an important rolein the regional and statewide economy. Securing
trade flows through the Port creates jobs, revenues, businesses, and atax base that would not
otherwiseexist in our region. Port activities that enhance trade flows are counter-cyclical to
fluctuationsin the State's economy, acting as a stabilizer to downturnsin other sectors. The
Seaport's container terminals provide the transportation infrastructure necessary to facilitate
international trade flows; its fishing terminals provide a home for the commercial fishing fleet;
and its passenger facilities and pleasure boat marinas providefor public access and utilization of

the waterfront; and,



-

WHEREAS, thefirst Harbor Development Strategy was completed fifteen years ago,
thefindings and policies of which were adopted by the Commission in Resolution No. 2999, as
Amended, and subsequently amended by Resolution No. 3095, as Amended, and has largely
been successfully implemented. Therefore, updated policiesare needed to guide the Seaport in

the twenty-first century; and,

WHEREAS, in 2000, the Port initiated the Harbor Development Strategy (HDS) 21
initiative and convened the HDS 21 Advisory Committeeto assist in developing a new strategic
direction and plan for the Seaport. The 30-member Advisory Committee encompassed a broad
mix of citizens, Port customers, business and real estate professionals, labor, trade and
neighborhood associ ation representatives and others. The Committee and itstwo
Subcommittees met 36 timesin an 11-month period — April 2000 to March 2001. Committee
members volunteered thousand of hoursto review, analyze and discuss dozens of key issuesand

strategic options; and,

WHEREAS, the Port Commission has reviewed the recommendations and formul ated

policies based on these recommendations; and,

WHEREAS, the Port has provided numerous opportunitiesfor the public to review and
comment on the proposed strategy, including briefingsof various community and stakeholder
groups as well as public meetings held by the Port Commission on February 12, March 12,
April 11, May 8 and June 12,2001, and,

WHEREAS, the Port is undertaking environmental review of the Strategy under the
State Environmental Policy Act and before making any devel opment decision based on the

Strategy will consider the probable environmental impactsof that decision; and,

WHEREAS, the policiesof the Strategy are meant to serve as a guide, not as governing

directives or acomprehensive plan; and,



NOW, THEREFORE,BE IT RESOLVED, by the Port Commission of the Port of

Sesattle asfollows:

Section 1. The Draft Harbor Devel opment Strategy 21 as attached hereto as
Exhibit" A", excluding the six proposed policies related to Fishermen's Terminal, shall bea
genera guide for managing and developing the Seaport. A sentence shall be added to the policy
principle number 5, entitled, ** Relationshipswith Regional and Local Governments and
Stakeholders”. Thissentenceshall read asfollows: "The Commission should also strengthen
government-to-governmentrel ationshipswith the affected Tribes to consider impactsto treaty

rightsand issues of mutual concern™.

Section 2. Port staff is hereby authorized and directed to do all things necessary
to implement the policiesset forth in the Harbor Development Strategy 21.  Wherever the
policiesset forth in the Harbor Devel opment Strategy 21 arein conflict with policy statements
previously adopted by the Port Commissionin Resolution No. 2999, as Amended, the policies
adopted herein shall take precedence.

ADOPTED by the Port Commission of the Port of Seattle at a regular meeting held
this_ 2L dayof _ ~Teene— ,2001, and duly authenticatedin open
session by the signatures of the Commissionersvoting in favor thereof and the seal of the

Commission.

\’ort Commission
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= Real Estate
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Draft

Findings

Key Themes: Settingthe Context for New
Policies and Priorities

Every strategic plan needs to be understood in the context of the
organization's lifecycle - its recent history, and current challenges and
opportunities. An important contextual piece for today's Seaport is recog-
nizing the impact of major investments made in the last decade, which
include approximately $600M invested in first-class container terminals
at Terminals 5 and 18, about $150M invested in Central Waterfront facili-
ties, large-scale infrastructure improvements to the piers at Terminal 91,
and other business, infrastructureand public benefitimprovementsthrough-
out the Harbor. Although the Seaport will continue to invest in infrastruc-
ture and facility improvements, a key challenge for this phase of the
organization's lifecycle is to absorb and manage the additional capacity
added in the 1990's. Recognizing these realities, a shift in focus from
new facility construction to asset utilization and stewardship is appropri-
ate.

In the coming years, the Seaport will need to emphasize revenue en-
hancement and fiscal discipline — another major HDS 21 theme. The
Seaport needs to remain financially sustainable in the face of a cross-
current of industry shifts and competitive factors, regulatory and environ-
mental constraints, development opportunities and investment choices,
and sometimes conflicting stakeholder perspectives. The Seaport needs
policies and decision tools that enable it to "do well to do good.”

B Harbor Development Strategy 21
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RECOMMENDATIONS

Seaport Priorities
(D Asset Utilization and Stewardship

The Port should work to ensure that its portfolio of assets maximizes @

the Port's three bottom lines. In recent years, the Port has made
significant capital investments. In the next several years, the Port
should shift its focus from new facility construction to maximizing
facility and asset utilization, through marketing, customer service and
other means.

RevenueEnhancement and Cost Containment

The Port needs to "do well financially to do good economically” The
Ports financial situation must be able to support the economic and
community benefits provided by the Port. In the next five years, the
Port should focus efforts on increasing operating revenues and cash
flow, while increasing cost efficiencies, and maintaining a long-term
perspective on the Port's purposes and objectives.

Planning and Development of Key Properties

All elements of the Ports Triple Bottom Line — but especially the
financial component — can be enhanced through effective property
planning, utilizationand development of certain key Seaport proper-
ties, starting with Pier 48, the inland properties at Terminal 91, and
the Shilshole uplands.

Application of HDS Decision Tools to Port Businesses and
Properties

The Port is a complex institution operating in an extremely complex
environment In order to make good decisions in this environment,

o
Decision Tools

] ) |
Business Terminal 91 Real Estate

the Port needs effective decision tools, and decision rules. Six such
tools have been developed. A priority for the Seaport should be to
refine and implement these tools, particularly developing more ef-
fective ways to measure and communicate the Port's economic, en-
vironmental and community benefits.

Regional Port Cooperation

The Port of Seattle will seek to establish amore cooperative relation-
ship with the Port of Tacoma. Regional Port cooperation is in the
interests of the citizens of both counties and the State of Washing-
ton. Recommended principles for a cooperative relationship should
be to first, increase business into the Washington market; and sec-
ond, to collaborate on rationalized capital planning and investment
policies, pricing, and competition with ports outside the State.

Communication and Enhanced Public Understanding of the
Port's Role, Activities and Triple Bottom Line Objectives

The Port provides tremendous benefitsto the region, is amajor prop-
erty owner, and plays a critical role in the regional economy. The Port
has an excellent story to tell, and the Commission and Port leader-
ship need new approaches to effectively convey the Port's role in
business and real estate activities, and in the economic, community
and environmental benefits it provides.

praft ]I ISl I Harbor Development Strategy 21
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Overarching Policies

O Market factors which could improve the competitive position of
the Pacific Northwest, relative to other West Coest ports.

Requests for New Public Benefit Activities

There are numerous and frequent demands for the Port to use its
statutory powers and financial resources to participate in new public
benefit programs and activities The Seaport shouldrespondto these

requests with caution, given limited financial resources. It should
apply the same Triple Bottom Line evaluation standards to these
projects as it does to internally-generatedproject proposals.

Relationshipswith Regional and Local Governments and Stake-
holders

The Commission should strengthenthe Ports ties with local and r e
gional governmentsand constituentgroups that have aninterestina
vibrant Puget Sound maritime economy. These cooperativerelation-
ships should be nurtured by both Commission and staff.

Local Cooperation

The Port should specifically strengthen its ties with the City of Se-
attle. This cooperative relationship should be accomplished at the
staff level = in the context of property and policy planning activities,
as well as at the Commission-Councillevel, through periodic meet-
ings or other opportunitiesfor joint discussion.

Review Mission Statementand Port Purposes and Objectives

The Port should revisit its mission statement and Port Purposes and
Objectives Statement, now 10 years old, in light of Port operating
practices, changesin the economy and the environmentwithin the
last decade, new HDS 21 policies and other key policy factors.

0 Specific issues to be addressed should include definition of the

Draft

|

Decision Tools

8

| J ]
Business Terminal 91 Real Estate

Pods core mission, clarification of the Port's role with respect to
competition with the private sector, and the Ports role and re-
sponsibilitiesin real estate activities.

Strategic Planning Updates

Given the increasing speed of industry shifts and the need for an
effective policy framework, the Port should revisit its strategic plans
and policies on a regular bass, i.e. no less than every 3-5 years.

Financial Management

9

10

11

Revenue Enhancement and Preservation

The Seaport should commit to a focus on strategies that enhance,
supplementand preserve revenues, capital capacity and cash flow.
Strategies should include public-private partnerships and other ap-
proaches to leverage and preserve resources.

Financial Targets for the Seaport

The Seaport should achieve a positive financialbottom line. Operat-
ing revenues should be adequate to cover all operating costs, alloca-
tions, depreciationand interest expense.

Financial Targets for Seaport Businesses

The Seaport should establish financial targets for its businesses, with
the default expectation that every Seaport business (not line of busi-
ness) have a positive retumn, or at least breakeven, i.e. cover operat-
ing costs, allocations and depreciation.

BB Bl Harbor Development Strategy 21
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Itis understoodthat some businesses and activities will not meet this
expectation — support for these activities ought to be intentional,
with economic and community/environmental benefits clearly
articulated and measured.

New Investment Thresholds and Criteria

New investments (as distinguishedfrominfrastructureand major main-
tenance and repair projects) should meet appropriate minimum In-
ternal Rate of Return targets and have acceptable cash flow impacts.

O Ifaproposed project falls below targets, the rationale for it should
be clearly articulated, with the economic and community/envi-
ronmental benefits detailed.

O The larger the project, the more scrutiny the determination of
appropriate target and risk premium should receive.

Asset Management

Asset Utilizationand Stewardship

To be an effective public steward, asset utilization should be a guid-
ing principle in coming years. Implementation of this principle will
vary by facility need, ranging from enhanced marketingto more po-
litically challenging decisions such as shifting product mixes and exit-
ing certain businesses.

Leasing strategies and practices are one element of asset utilization:

O Length of leases should be correlated to the level of capital in-
vestment required by the Port and its tenants.

o The Port should strive to balance portfolio risk through a mix of
long and shorter-term leases.

Decision Tools

T | [ |
Business Terminal 91 Real Estate

O The Port should develop appropriateexit strategies for new lease
agreements to preserve operational flexibility.

14 Strategic Property Management

The Portis the major property owner in the Seattle Harbor, and serves
as aresponsible trustee and steward of its publicly-ownedassets. To
fulfill its role effectively, the Port must actively manage its real estate
holdings. This managementapproach has three components:

O Retentionand managementof existing properties. Itis expected
that the Port will continue to retain and manage the great major-
ity of its properties; historically the agency has sold only a small
handful of properties and this will continue as a basic principle.

O Strategic property acquisitions. The Port can contribute to re-
gional economic growth and developmentby employingits spe-
cial powers and capabilities to acquire and prepare properties for
development in a way that the private sector may be unable to
accomplish. Followingdwelopment of these propetties, the Port
could retain them in its portfolio, or return them to the private
market Policy guidelines for strategic acquisitions are described
in Recommendation # 18 below; policy criteria for assessingthe
future of Port-owned properties are contained in the Decision
Tools section, pp. 11-12.

O Strategic property disposition. Strategic disposition of real estate
is a component of effective property management, and the Port
should expect to make such dispositions periodically. These de-
cisions would involve propertiesno longer needed for the agency’s
core business as well as sale of property for strategic economic
dwelopmentpurposes.

praft |l IR Harbor Development Strategy 21
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Property Planning, Development and Communication

The Port should move forward with planning and development of
several of its key properties, to generate public benefit from their
productive use, and to realize returns that can be used to further the
objectives of core Port businesses. The Port should use its skills and
competenciesto effectively master plan, permit and prepare these
properties for dwelopment.

o Development of these properties will include both maritime in-
dustrial development aligned with the Ports core businesses,
and more market-based real estate development that will pro-
vide revenues to support the Ports core mission on other prop-
erties.

O The Port should develop a property planning strategy for each of
its key properties, and communicate those plans and strategies
to stakeholders and the public.

O When the Port undertakes real estate activities, as with its other
capital investments, the agency should clearly define and openly
communicate the public benefit served by those activities. This
definition and communication should include how those rev-
enues can be used to provide economic and community ben-
efits and how the real estate portfolio can support and enhance
the Ports mission.

Optimal Port Role in Real Estate Activities

The most appropriate role for the Port in real estate activities is
predevelopment of property..

O Predevelopmentencompassesmaster planning site planningand
environmental documentation, including obtaining appropriate

Draft
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public comment; infrastructure planningand potentially, construc-
tion; and permitting activities.

0 This role will allow the Port to utilize and leverage its core com-
petencies, strengths and resources, including its patient capital
and staying power; its relations and experience with regulatory
agencies, its land assemblage experience; and its ability to obtain
appropriate public input.

o Predevelopment activities will allow the Port to realize returns
on its properties while minimizing risk, and will fill a niche the
private sector is often unable or unwilling to fill.

O lItis assumed that, in general, the Port will retain these devel-
oped properties, using ground lease agreements.

Partnering for Development

While the Port should not undertake speculative real estate develop-
ment — its role should end at the predevelopment phase — the Port
could partner with other entities for development purposes to cap-
ture value while limiting risk  These arrangements should be ap-
proached cautiously and will require additional staff resources and
skills.

Strategic Real Estate Acquisitions

The Port can enhance its mission of regionaleconomic development
by undertakingproperty acquisitions that meet the following criteria:

O Where core competencies and Port strengths can be deployed.
o Where the financial return is adequate.

0 Where the private sector might not otherwise be involved.

B Bl Harbor Development Strategy 21
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Given currentrevenue constraints, strategic property acquisitionsmust
at least cover costs of capital plus an appropriate risk premium.

Land Use Compatibility

The Port of Seattle is one of only a few major ports in the world
located in a downtown area, adjacent to the commercial center of
the City. The Port owns, operates and has made large-scale invest-
ments in assets that cannot be moved = assets that provide signifi-
cant economic benefit to the region. As the region and the down-
town core prospers and grows, land values have increased and land
uses surrounding some Port assets have been changing. Given this
situation, the followingapproach is recommended:

O The Port should continue to actively participate in local land use
planning efforts that affect its real estate holdings. This includes
being a strong facilitator of regulatory and infrastructure changes
that protect the Port's industrial uses on its properties and its
ability to accomplish business and public benefit objectives.

O In land use discussions affecting the Ports portfolio or opera-
tions, the Port should seek a "seat at the table™ in order to articu-
late what it needs and what mitigation would be appropriate to
protect the continued viability of its operations. Examples in-
clude buffers, transportation improvements or certain types of
overlays to protect industrial activities.

O When adjacent properties are needed for expansion of Port busi-
ness and when the Ports needs and the market are diverging,
the Port should consider acquisition strategies — buying prop-
erty to control its use.

Decision Tools

I | [ |
Business Terminal 91 Real Estate

HDS 21 Decision Tools: Mechanismsto
Effectively Evaluate Tradeoffs

Overview

The Port has three distinct but interrelated bottom lines. This Triple
Bottom Line framework, as shown in Figure 2 on the following page,
encompasses economic benefits, environmental and community ben-
efits, and financial performance. The Ports mission encompasses, and
the agency answersto its constituents, on all three of these bottom lines.

The Port should adopt the Triple Bottom Line as an operatingand policy
framework, using the construct to articulate and balance the various busi-
ness, financial, economic and community benefit choices and tradeoffs
the institutionis required to make. This framework should be considered
awork in progress; further analysis and discussion of the appropriate crite-
ria for all three bottom lines is needed. In particular, additional work is
needed regarding the assessment and communication of the economic
benefits of the Ports business activities, including the relative value of
those benefits across various types of businesses. In general, implement-
ing the Triple Bottom Line framework will allow the Port to darify the
various benefits and costs of its policy choices, and importantly, to com-
municate the implications of those decisions to the public and agency
stakeholders.

A Set of Decision Toals. In addition to the Triple Bottom Line frame-
work, aset of decision tools has been developed to identify, analyze and
make tradeoff decisions about the Ports complex business and real es-
tate holdings, and to balance its dual role as public agency and business
enterprise. These tools, which are presentedin more detail in the pages
that follow, are:

praft |l Il Bl Harbor Development Strategy 21
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O Investment Matrix Enhancements = refine-
ments to the Ports existingMatrix, which establishes
targets for new capital investments.

o Portfolio Review Process = a new analytic ap-
proach to understand and assess the relationship
among business performance, property values and

opportunity costs.

o Decision Criteria for Specific Businesses or As-
sets — to guide future consideration of the Port's

holdings:

o  Criteria for Selling Property

e Principles for Assessing the Future of Waterfront

Properties

e BusinessFactors to Evaluate the Future of PortBusi-

Nesses

Recommended Decision Tools

1 Refinementand Operationalization of the Triple

Bottom Line Framework

Figure 2 shows the elements of the Triple Bottom Line framework.
The Port should operationalize this concept, refining the criteria and
framework for the three bottom lines. This framework should allow

T
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Potential Triple Bottom Line Measures

Economic
Benefits

Environmental/
Community Benefits

Financial
Sustainability

Job Creation
s Job Quantity
= Job Return on Investment
o Cost per job
s Job Creation/Replacement
o Percentage of jobs newly
created, retained or
transferred from other
locations
o Counter-cyclical impacts
s Job Quality
O Relation to King County
median income measures
o Type and duration of jobs -
permanent/seaonal; full-time/
part-time
Business Revenues Generated
State and Local Taxes
Generated
o Value of maritime trade flows

w Transpottation
Infrastructure

w Public Access
o Pak developmentand
maintenance
a Trais

n Mitigation
o Habitat replacement
o Other?

u Reclaim unutilized,
underutilized and
contaminated property

s Other

» Operating Indicators

o Net operating income
(NOI) & % of operating
revenue

O Available cash as % of
operating revenue

o NOI after depreciation as
% of operatingrevenue

o Return on assets (ROA)

o Net profits/earnings

« Capital Indicators

(financial sustainability)

o Outstanding debt-
revenue bonds and
CO. bonds

o Revenue debt service
coverage - available
cash/debt service

Next steps in the operationalization of the Triple Bottom Line are to:

the Port to distinguish between the activities that are intended to

cover costs versus those that are not; to highlight the public benefit o
the Port is providingin those areas; and to analyze the relative costs
of providing those benefits.

O BExpand the use of the Port's economic impact analysis to apply
to investments, individual businesses and lines of business; de-
velop standardized measures of the economic benefit for Sea-
port businesses and investments.

Review and refine the preliminary environmental/community
benefit measures.

Harbor Development Strategy 21
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O Dwelop areporting format which shows — for each business or
investment— financial performance, direct and indirecteconomic
benefits, types, quality and distribution of jobs created, job ben-
efits, and environmental/community benefits provided.

Implementation of the Triple Bottom Line

The Port should maximize all three bottom lines across the entire portfo-
lio. This will require that some assets and businessesfocus on one of the
bottom lines, rather than attempting to maximize all three bottom lines
for every business.

2

O The Port should regularly analyze its businesses and assets to
determine how each performs against the various bottom lines.

O The Port should be intentional in its approach to balancing the
three bottom lines across the entire portfolio.

O The Triple Bottom Line can and should be used to communicate
to the public the Port's role and the benefits it provides to the
public.

Investment Matrix Enhancements

The Port should revise its existing Investment Matrix to further im-
prove its effectiveness as a decision making tool. A summary of key
Investment Matrix recommendations is shown below; the detailed
list is contained in Attachment Ato this report.

O Continue with threshold internal rate of return (IRR) targets but
strengthen financial measures used to assess new projects by
incorporating net present value (NPV) into the investment ma-
trix, and require that both NW and IRR be provided in Port Com-
mission decision memos.

T
Decision Tools

I 1
Business Terminal 91 Real Estate

Incorporate cash flow analysis into project evaluation.

O Reviewthe incremental targets for overall portfolio balance - i.e.
enterprise projects need to recover the cost of capital and also
fund a portion of infrastructure costs.

0 Require that all project analysesinclude estimates of future capi-
tal expenditures for maintenance and anticipated renewal.

O Use data and models created for the Ports Economic impact
Analysis to develop standardized economic measures for each
major new investment. These measures should include jobs
(quantity and quality), direct and indirect income, median in-
come benchmarks, and tax and business rwenues generated.
Continue with existing Matrix measures that quantify jobs cre-
ated per investment increment.

0 Reevauate and redefine the categories within the Investment
Matrix, with the goal of putting the majority of projects in the
business and real estate categories.

o Redefine several aspects of the Real Estate criteria:
o o reflect ground leasing activities as well as development.

¢ Reuvisit the "high risk" category in its entirety; including
whether the Port should undertake high risk projects.

Portfolio ManagementReview Process

The Seaport should institute an ongoing Portfolio Management Pro-
gram which provides for regular review and updating of each of the
assets in the portfolio. The analysis should consider operational per-
formance and market-based real estate values and opportunities.

praft [N K Harbor Development Strategy 21
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O A primary purpose of the Portfolio Management Review Process
is to assess the relationship between business performance and
the property asset employedin the business; to ensure that the
assets are effectively deployed to meet mission-critical objec-
tives.

O Assetcomponents — piers, uplandsand inland properties— should
be evaluated both separately and together to effectively identify
property performance.

O Portfolio management reviews should be presented to the Port
Commission annually, as part of the budget process.

o The review cycle should vary by property, with each property
reviewed at least every five years.

o Properties with vacancies, struggling businesses and very low ra-
tios of business revenues to real estate value should be reviewed
more frequently, potentially annually.

A detailed outline of the recommended Portfolio Management Pro-
cess is shown in Attachment B.

Decision Criteria for Sale of Property

The Port's operating presumption and preference is to retain proper-
ties in its portfolio. However, the Committee recommends that un-
der certain circumstances, the Port should consider the sale of non-
essential assets in a strong real estate market, to provide onetime
financial returns that can support line of business and public benefit
strategies. These circumstances are listed below.

Draft

o
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Conditions Under Which to Consider Property Sale:

O Property is not aligned with core businesses or needed in con-
junction with core business functions.

0 Geographic location = relationship to other Port properties or
businesses (i.e. is it protecting or buffering other Port property?)

O Fullymature site - i.e. no opportunityto capture additional value
from the site within a reasonable timeframe.

O No opportunities for the Port to provide increased value.
O Redevelopmentopportunity can best be met by others.

O Financial considerations— timing, market factors, potential return
to the Port

O Economic/community benefit evaluation — benefits of sale ver-
sus the Port retention; impacts on the area's cluster economy.

o Projectfinancingconsiderations —~where financingrequirements
make the transaction feasible only through property sale.

Decision Criteria: Principlesto Consider in Assessingthe
Future of Waterfront Properties

Waterfront properties are scarce and special resources, and require
special consideration in asset management strategies. As stated in
the Decision Criteria for Sale of Property above, the operative pre-
sumption and recommendationis that the Port should retain most of
its holdings within its portfolio, and this is especially true for water-
front properties. The following principles should be considered in
policy decisions govemning these properties:

I [ Harbor Development Strategy 21
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In analyzing the future of waterfront properties, consider piers
and shoreline zones both separately, and together with upland
properties.

In planning the future of waterfront properties, the whole site
(piers and uplands) shouldbe considered.

Piers should remain in maritime and water-dependant use, un-
less it can be shown that such uses are not viable.

The Port should use the Triple Bottom Line framework to articu-
late the tradeoffs between maximizingeconomic benefits through
business use choices, and maximizing financial return through
property value choices. Thereis a place for both choices in the
Port's portfolio, and the Port should be intentional in making
tradeoffs in the context of specific properties.

In assessingthe business prospects of a specific maritime use for
a property, the Port should:

o Distinguish between water-dependentuses and non-water
dependentuses,

o Determine whether a given use needs to be located on
waterfront property; and

s Use that determination to make tradeoffs between maxi-
mizingwater-dependant use and maximizing financial value.

Where maritime uses are mismatchedwith the underlying prop-
erty value (i.e. a marginal business located on a high-value prop-
erty), the Port should seek a more suitable location for the busi-

ness, considering:
o First, its own holdings;
» Second, other Seattle Harbor locations; and

T
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o Third, other locations in the region.

Understanding the preference for the Port to retain its water-
front properties, if these criteria are substantially met, then the
property could be considered appropriate for sale or long-term
lease.

6 Decision Criteria: Factors to Consider in Evaluating the Fu-
ture of Port Businesses

The following criteria should be evaluated in assessing the future of
Port businesses:

o

0O O O O

Relationship of the business to core Port mission
Financial performance

Growth opportunities

Relative competitivenessin the business

Relative disparity between income from business operations and
real estate values

Relative number and quality of jobs created
Local economy multiplier

Opportunities to relocate the business and jobs on other Port
property

Opportunities to retain the business and jobs elsewhere within
the region

praft [ B Harbor Development Strategy 21
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Business Recommendations

Container Business

1.

Increasingtrade and cargo flows through Seattle's gateway shouldbe
the Seaport's top priority.

The Port should increase its commitment to marketing container
growth to improve facility utilization.

The Port should create awareness of and stimulate demand from
shippers for using Seattle as the Port of entry for containersbased on
being an efficient, reliable, and consistent component of the supply
chain.

The Port should collaborate with and encourage terminal operators,
railroads, and regulatory agenaes to increase the productivity of the
Seattle Harbor supply chain process.

NewContainer Terminal | nvesments

5.

New investments should continue to at least meet minimum Intemal
Rate of Retum targets — i.e. cover the cost of capital and appropriate
risk premiums.

Container investment analysis and decision making should incorpo-
rate the Committee's Investment Matrix recommendations, specifi-
cally the inclusion of net present value calculations and cash flow

analysis.

Internal rate of returntargets for new investments should incorporate
related off-site infrastructure cost allocations, per the recommenda-
tions below.

In assessing the appropriate risk premium — historically considered
low risk, the Port should consider both the mission-critical and eco-

Draft

nomic benefits of the business, as well as increased risk factors asso-
ciated with industry consolidation and restructuring, and large back-
loaded lease structures.

Port Participationin FundngOff-Terminal Infrastructure | mprove-
ments Rdated to Container Terminal | nvesment Projects

S.

1L

The Port should be astrong facilitator and advocate for transportation
infrastructureimprovementswhich strengthen its core business func-
tions.

. The Port should develop amethodology to allocate regional transpor-

tation infrastructure costs to its container terminals, given that the
container business is the beneficiary of these improvements.

O ltis recognized that these costs cannot be recovered against
current lease agreements.

0 Going forward, for new projects, the proportionate cost of the
improvementsattributable to the property (based on acreage or
another methodology) shouldbe considered part of project costs.

0 As leases terminate and are renegotiated, the pro rata share of
infrastructureimprovements should be included in terminal agree-
ments.

Where the business cannot recover the cost of improvements, for
example because of existing lease agreements, levy révenues are an
appropriatesource to fund the Ports share of regional costs. (Please
see p. 4 for the Committee’s recommended tax levy policies.)

I B8l Harbor Development Strategy 21
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Fishermen's Terminal

1.

Supporting and accommodating the fishing industry should remain
the priority for Fishermen's Terminal, and a key component of the
Port's mission. However, the Port should make best use of the facil-
ity — which includes accommodating commercial work vessels and
some recreational vessels, if necessary to fully utilize the facilty.

The Ports strategy for the docks at Fishermen's Terminal should be
to improve facility utilization. If this can not be accomplished by
marketing for fishing and commercial vessels, this should include
providingrecreational vessel moorage. Inimplementingthis strategy
the Port should give preference to fishing vessels to replace other
categories of vessels if demand for fishing related moorageincreases.

The Port should continue with differential pricing policies for fishing,
commercialand recreational vessels.

The Port needs to generate new revenues to offset significant infra-
structure investments needed for the future of the facility. The Port
should investigate all revenue-producing options, including location
of yacht brokerages at Fishermen's Terminal and uplands redevelop-
ment concepts.

Staff should develop a plan that accommodates the interests of the
fishing community while also effectively utilizing the asset. The plan
should show how havingfishing, commercialand recreationalvessels
at Fishermen's Terminal would work, how potentialimpacts would be
minimized, and identify and address concerns of the fishing commu-

nity.

The plan needs to be communicated effectively to the fishing com-
munity, current Fishermen's Terminal tenants and others.

Draft
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Warehouse and Distribution

As noted earlier in the report, the Warehouse and Distribution line of
business was not part of the Advisory Committee’s original scope, and
discussionof the business was limited. Based on the group's preliminary
review, the following recommendations were made:

1. The Seaport should continue with implementationof the warehouse
management system (WMS) and with Commission-approved plans
for the future of this business. This plan calls for the WMS to be
implementedin the summer of 2001, and for there to be a two-year
implementationand evaluation period.

2. During this period, the Port should apply the HDS decision tools and
principles to the warehouse business, and use the resullts of this analy-
Sis in its business evaluation.

Central \Naterfront Piers and Properties

This line of business was also not included in the Advisory Committee's
original scope and the group likewise had limited discussion of these
issues. Some of the key challenges and issues for this line of business
were identified; it is recommended that additional work be conducted in
this area.

1. The Port should apply the HDS 21 decision tools and frameworks to
the different components of this line of business, and assess the
results of this analysis.

2. The Central Waterfront line of businessis now a collection of assets,
businesses, cost centers and public benefit activities. For analytic

purposes and to facilitate application of the decision tools and frame-
works, the various businesses and assets should be separated and
considered as individual elements.
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3. Inorder to improve financial performance and rationalize the Seapots  Terminal 91 Recommendations
Central Waterfront holdings, the Port should think broadly about the

various assets and businesses within the unit: it shouldnotassume ~ Chill Business
continuationof business as usual. Options to consider include sale of
assets, different operating models, and other approaches to improve
financial performance while continuingto provide public benefits. O Fom a technological perspective, the Chill business (i.e. refriger-
ated fruit warehousing) is becoming outmoded.

2 8 3

2000

Conclusions

4. The Port should specifically examine costs resulting from permitcon-
ditions, to determine if it is possible to maintain the public benefits at O Declining market factors and finances make this business "not a
reduced cost or while providing for increased revenues. The Port close call" - it does not cover allocations and depreciation, and the

should consider obtaining changes to those conditions if appropriate financial results are worsening from year to year.
revenue enhancement or decreased costs can be shown. The Port should strategically "disinvest" in this business.

b £ 9 Y 3% X 8t Y L
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5. The Port should assess methods to increase operatingrevenues and o The business could be served by other ports in the region — and

decrease cosfs. Revenue sources to evaluate should include devel- the Port should make business decisions with regional consider-

opmentof Pier 48 &s well as lease, parkingand other rates charged at ations in mind. Everett and Tacoma have chill faciliies, though
the Port's Central Waterfront facilities. Tacomas is not in use.

Recommendation

Port staff should develop a plan to phase out of the Chill business. The
plan should maximize revenue in the interim period.

Auto Business
Conclusions

0 The likelihood of expanding the business is small.

D0 B X 4D LY TIDEISI DT RDDN

0 There is limited upside revenue potential.
0 There are a relatively small number of jobs per acre.
o

No other property in the Ports portfolio is appropriate for this
use.

praft | I Harbor Development Strategy 21
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From a regional perspective: the business could potentially be
relocated to another Puget Sound port.

Definitions

Roll-on/roll-off cargo is wheeled equipment and vehicles that can be
"rolled" on and off cargo vessels. New Ro-ro considered for Terminal 91
would likely include agriculture, miningand road construction equipment.
Project cargo is heavy equipment destined for specific sites, such as tur-
bines transformers, modular factories and hospitals, and prefabricated

housing.

Conclusions 1.

o

|
Decision Tools

i I ]
Business Terminal 91  Real Estate

Recommendations

The Port should not invest in additional infrastructure for these uses,
given:

O Limited market opportunities;

O Significant capacity available for project cargo at other Port facili-
ties served by rail; and

O Available capacity — and interestin serving this market — by pri-
vate firms in the Seattle Harbor.

Terminal 91 Real Estate

Non-containerized cargo businesses are inherently challenging-

they are extremely competitive, low growth markets. 2.

Project and roll-on/roll-off cargo markets face competition from

containerization; from competing portsin the Puget Sound and 3.

elsewhere on the West Coast; and from private firms in the Se-
attle Harbor.

Project cargo movements are sporadic, with no suggestion of a
large volume change or substantial growth in this region.

The Washington Public Ports Association (MPPA) forecast for 4

breakbulk cargo shows declining volume in the next five years.

West Coast labor rates are a competitive disadvantage, relative
to East Coast and Gulf ports.

Expandingthe business will require a rail spur investment

Significant marketing efforts would also be needed to realize
potential opportunities.

Draft ——

The Port continues to invest in the piers at Terminal 91 and these
piers should remain in maritime and water-dependent uses.

Property south of the Magnolia/Garfield Street Bridge is mostly within
the Shoreline Zone and should also remain in water-dependentuses.

Based on the cargo business assessment, the focus for Terminal 91
piers should shift to include commercial moorage and marine sup-
port activities as well as cargo uses. The Port should seek to maxi-
mize the use of the piers and Shoreline Zone properties for commer-
cial moorage, marine support activities and other water dependent
uses.

In light of the increasing land values of the inland property north of
the Magnolia Bridge, and given that those properties are hot expected
to be needed to support cargo activities on Piers 90 and 91, the Port
should:

O Look to the Terminal 91 inland properties north of the Magnolia
Bridge as an opportunity to maximize financial value and finan-

BB Harbor Development Strategy 21
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5.

6.

Introduction
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Findings

I |
Overarching Policies

cial return to the Seaport, increasing capital capacity and en-
hancing the Ports overall Triple Bottom Line.

Consider carefullythe impacts on existing tenants resulting from
possible changing uses and devise a phasing plan that would
allow for the development of the vacant acreage commensurate
with a maximizingfinancial value approach.

As current leases expire, evaluate opportunities and implications
of relocatingthese businesses and converting to higher financial
value uses.

In considering the future of Terminal 91 properties, the Port should
work within the context of the Seattle Comprehensive Plan and the
Ballard Interbay Neighborhood Manufacturing and Industrial Center
(BINMIC) Plan. The Port should be mindful of the scarcity and desir-
ability of industrial property in the City.

Appropriate Port Role in Facilitating Siting for Water Dependent and
Maritime Support Uses.

(0)

(0]

If there is demand from true water dependent businesses that
cannot be met on the piers and in the Shoreline Zone, the Port
should serve as a facilitator in locating sites for these businesses.

The Port should consider the economic benefits of clustering
business and use types in making decisions about uses of these
properties.

The Part should facilitate locating suitable sites for those busi-
nesses, considering:

e First, its own holdings;
e Second, other Seattle Harbor locations, and

Third, other locations in the region.

|
Decision Tools

I | |
Business Terminal 91  Real Estate

7. The Port should initiate master planning for the site:

(0]

A focused planningprocess of 6-9 months willinform the Port of
site potential, likely revenue potential and the viability of alter-
native use types.

The master plan should encompass the entire site plus key adja-
cent properties.

Specific issues to be addressedin the master planning process
should include traffic, access, supporting infrastructure require-
ments, environmental, market and real estate issues, maritime
use compatibilities, other site adjacency impacts, and other com-
munity concems.

As part of the planning process, the Port should assess and posi-
tion the inland property north of the Magnolia Bridge to achieve
its objective of maximizing financial value.

The Port should also identify and assess the regional economic
and environmental/community benefit implications of alterna-
tive development and use options.

8. Stakeholder outreach is critical to the success of the planning pro-

Cess.

(o]

The Port should involve the Neighborhood Advisory Committee
and other key constituents in the planning process.

The Port should reach out to the development community to
fully assess the potential of the Terminal 91 inland properties
north of the Magnolia Bridge, and to gauge interest among po-
tential development partners.

Draft [l ] I8 Harbor Development Strategy 21
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9. The Port should work with existing Cold Storage businesses, which

will remain.

O The cold storage businesses (i.e. privately-operated freeze facili-
ties) at Terminal 91 are viable tenants and the Port will need to

assess the implications of changingland uses on those tenants.

10. The inland property north of the Magnolia Bridge should be devel-

oped in phases.

O The Port should undertake predevelopment and infrastructure
activities to maximize the site's value.

o Ground leasing of property is assumed.

The Port should continue with interim uses during the planning
and permittingperiod.

11. Appropriate Port Roles in Property Acquisition and Predwelopment

at Terminal 91.

o The Ports role in development of the Terminal 91 inland prop-
erties north of the Magnolia Bridge should be predevelopment,
including master planning, infrastructure improvements and ob-
taining regulatory and public input.

0 The Port should consider acquisitionand predevelopment of key
propertiesadjacent to Terminal 91, assuming that those acquisi-
tions make sense from use and financial perspectives. A thresh-
old for the Port's involvement in surrounding propertiesmust be
appropriate financial retum.

T
Decision Tools

|
Business

Real Estate Recommendations

Pier 48

1.

The Port should mwe forward with redevelopment of the property.
There is no public benefitin allowingthe property to remain vacant

The Port should use a principled and open public process to deter-
mine appropriate options for the property.

The Port should place priority on obtaining financial return from the
property; such return is likely to be eroded by public benefit and
public access requirements. This property should be considered a
test case for the Ports ability to extract reasonable value from a prop-
erty not necessary for its core business.

The Port should retain water dependent uses, to the extent possible,
on the pier front, and should consider the impacts of redevelopment
on Peer 46.

The Port should investigate options which serve both Washington State
Fenies needs on the waterside, and capture revenue potential from
the uplands. Such a win-win outcome may be possible through a
carefully structured public-private partnership.

The Port should investigate all real estate options which could im-
prove the return on the property, including long-term.leasing, public-
private partnerships, sale to the State, or other approaches.

praft | Harbor Development Strategy 21

Terrrlinal a9 ~ dEl;tate :

B A

RN I




17 ABajens juswdojanag soq.eH [HE I I ve:q

.&E
-pIoy puej o ojjojod Bunsid i JO JUSLWIAA0IdWI pue uoneziwspow
3U Ul SI YSILBMNQ Y} Ul SSRNIPDR 104 104 [epualod 1sa1eai8 ay|

*53553U
-ISNq IS0y} 4O JusWde|dsIp Ul YNSal PINOM JusWdoRASpa) pue
‘S19SN/13uMoO |jewss Aq paidnado Si pug| ysiwemnd au o PNy o

16 |eulwua) ssauisng

aje)s3 e’y
_ | | |

s|joo] uoisidaqg

'Says pauopueqe 10 juedeA maj yim Auieay Aan
~2pP1 51 ALIOU0D3 YSiLUEMN(] B} ‘SUORIPUOD [EILBWILOIALS audsag ©

sI5eq USAYE3I] AfleDueuy e Uo saiAde
359U} 9¥eHaPUN 0} HOd 3y} 10} ysiuemn( 3L Ul sagiunuoddo few
-iUiWw 3Je 2434} ‘SoIAIDe wswdojaaspaid pue uoneipaws; Auadoud
"Alquuasse puej Uj S32IN0SaJ pue SIHS Juediudis sey Hod 3y UM

1

yspwemng

~paloid uawanoidu SPIMAID B JO IXSIU0D J3Peoiq 3} UIIM patep
-OWWODO. 3q PINOYS Pue Ued SI2jeoq (euoneasdal JO Sisasslul 3yl
Auunwwod 3y pue A ay) JO Spaau Japeoiq 3y Lo SN0} pinoys
pue AN ayl ur sadeyd [enads ayi Jo 3O, spueidn 3joyspys ay
JOPISUOD pINOYS H0d dyi ‘WwadoaAapal s3Ms sy} 10} Buiuueld u

“pafod ayy oy waunsanul jeuded ajeaud Buuq o} satiunuoddo Joj
00| PNOYS HOJ 3y} PUB 'SJUBLLISIAUI 3}e]sa B3l Joj SI9BIe} INISY
40 212y jpwaju) Speudoidde 19aw pjnoys pafoid Juawdopaspal ayy

‘spedu Mo Ysed aziwiuiw pue jepded podeas ansasaxd
0 suondo diysisuped eaud-onqnd pue Jusugsanul ajeaud ssasse
PINOYs Wod 3y ‘s1aBie) wnay Jo aley |ewsiul eudoidde sjpaw pue
sonuaaa) podeag sadueyus 3 j Ajuo pansind 3q pjnoys juawdoa
-2pay 10INqUIUOD anuAA3) aasod e aq pinoys 1afoid spueidn ayy

‘Buiuueyd paloid yum anuRLOI piNoYs Hod a3y} pue
'3UOP |joM SI Spue|dn 3JOYS|IYS S} 10} SSANRLLSYE U }I0M S10d BY|

1

spueydp ajoysyiys

sanijod 3uiydielanQ
| J

s3uipuly

$aI1|0d

uoldnpojuj

sanuold Jodess

' R A IR IR

<




Containers

Introduction

Policies

Fin?ings

i
Cruise

Container Business

Market Factorsand Priorities

(0)

In the 1990's, the Port invested approximately $600M in new
container terminals at Terminals 5 and 18, bringing greatly en-
hanced terminal capacity to the Harbor.

Currently there is available capacity throughout Seattle's con-
tainer system — at the terminals, on ships, and in the interrnodal
rail system.

Once capacity is reached, technology improvements are pos-
sible to enhance throughput on existing land - although such
investments are the terminal operators' decision and will require
labor approval.

The Pacific Northwest (PNW) market has been growing relatively
slowly compared with ports to the north and south.

The Martin Associates/BST Study (West Coast Port Competitive
Analysis, October 1997 ) concluded that the costs of moving
cargo through Puget Sound ports could increase by as much as
10% without affecting West Coast market share; these revenues
could help pay for regionaltransportationinfrastructureimprove-
ments.

Given these factors, the Seaport's challenge for 2000-2010 is to
absorb and effectively utilize the new terminal capacity, and to
try to grow the container market.

Recreational Boating

I

|
Fishermen's Terminal Terminal 91

Regional Port Cooperation

In making recommendations on regional Port cooperation, the Commit-
tee acknowledges several important issues:

o)

Both the Port of Seattle and the Port of Tacoma have available
terminal capacity;

Taooma has lower land costs and considerablymore developable
land for container terminals;

Tacoma is able to provide terminals at lower lease rates than
Seattle;

Seattle's advantages include shorter transit times and better
berthing spaces. From a customer cost perspective, Seattle and
Tacoma are roughly cost competitive;

Carriers generally prefer their own terminal facilities, due to lower
costs as well as increased control and the ability to plan better
for future growth;

In the future, Tacoma has the opportunity to be the bigger port;

Seattle's interest is in the effective utilization of its existing ter-
minals, in which it has invested hundreds of millions of dollars;
and

Shifting to a cooperative relationshipwill require a "culture change”
for both Ports.

Draft [ B Harbor Development Strategy 21

N 2 3

BOE on BB %

o

[N T T SR Y R Y

2

)

*h o320



P

4 % % 2

3

3

£ I - S W Y- B

Introduction

Policies

Findings
l

| T
Containers Cruise

Cruise Business: Second Cruise Terminal
Investment

Cruise Business Demand in Seattle

o

o

The Portis commended for developmentof the passenger cruise
business — anew area for the agency.

The Port had a successful first year; however demand for
homeporting in Seattle not yet established.

It is unclear when demand will be known; the Port may know
more in a few months, or longer. Momentum could build with
new cruise lines signing up.

Economic Benefits

o

The cruise business generates business revenues and jobs within
the region. However, on arelative scale, it is not as attractive as
the container business.

The Committee had two perspectives on job quality issues: (@)
service jobs create entry-level opportunitiesand there is a place
for amix of jobsin the economy; and (b) the focus shouldbe on
livable wage jobs.

Some Committee members noted that low-wage service jobs
need to be mitigated because they create a demand for already
stretched publicly subsidized affordable housing resources; add
to the rapid growth of traffic congestion if those workingin low
wage jobs move to areas where more affordable housing is avail-
able; and increase the demand for limited public health care
resources if jobs created provide limited or no access to health
care benefits.

Draft

:
Recreational Boating

o]

I \
Fishermen's Terminal Terminal 91

The cruise business is seasonal, providing economic activity at
the peak of the tourist season in Seattle; is this "pilingon" hotel
and retail activity at a time when it is least needed?

Financial Return and Risk Factors

o]

Competition with Vancouver, BC. affects the Port's pricing and
retums. Additional cruise capacity is coming on-line in Vancouver
in 2003; the impact of additional capacity is not yet clear.

The total cost to cruise lines between Vancouver and Seattle is
roughly comparable (i.e. Vancouver has a higher passenger fee
and lower dockage fees).

The business has at least comparable and likely higher risk than
the container business, since cruise lines do not typically have
contracts with or long-term financial commitments to ports.

The risk of not being ready with a second cruise terminal and
potentially turning away business is balanced against the risk of
investing and building before the market is ready or certain.

A potential financial risk associated with investing in a second
cruise terminal is the impact on financial performance of the
existing terminal at Pier 66.

Location of Potential Second Cruise Terminal

(0]

In the short term, the Port has temporary options to accommo-
date cruise ships at Terminal 91 and Terminal 37. In 2001,
overflow vessel calls from Pier 66 will be handled at Terminal
37 and the market will indicate its satisfaction with those tem-
porary accommodations.

Harbor Development Strategy 21
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containers Cruise Recreational Boating Fishermen's Terminal Terminal 91
O Regardinga permanent location, adowntown locationis consid- O The wage and benefit structure for the workforce and the re-

ered a competitive advantage (i.e. not Terminal 91); however
Pier 48 is too short and too expensive to rebuild; Terminal 37 is
a good location but is expected to be in container terminal use.

o}
Public-PrivateReal Estate DevelopmentPartnerships
O Several West Coast ports (San Francisco, Los Angeles, San Di- o
ego) are considering or actively planning public-private joint de-
velopment projects, encompassing cruise terminals, hotel, of- o

fice, retail developments.

guirements that must be met for employees to use the benefit
plans;

Strategies to promote career ladders and upward mobility for
employees;

Plans for providingon-site English-as-a Second Language and Adult
Basic Education training; and

Plans for addressing the child care needs of employees such as
on-site facilities, subsidies, sick child options, etc.

O Incorporating real estate development into cruise terminal siting Recreational Boating

potentially provides an opportunity to recoup port investment

costs — could potentially be "anideal" public-private partnership, Significant New Demand is Projected

with the Port providingthe land and the private sector providing
the capital. o

O Such a developmentwould require an appropriate location; there
is no site currently available for such a project

Perspectives on Working with Private Development o
Partners to Mitigate Low-Wage Job Impacts

Some Committee members expressed the perspective that if a mixed-
use, public-private real estate development is planned for the Seattle

There is significant demand in King County for additional wet
moorage (approximately 3,000 slips within 10 years); there are
very few new marinas in developmentin the Puget Sound re-
gion.

As the market builds and without new supply, rates are likely to
increase beyond the consumer price index (CPI).

There will be increased demand for dry boat storage facilities, as
smaller vessels are priced out of the market.

Harbor, the Port should take a strong role in working with private partners Importance of Market Rates

to mitigate the impacts of low wage jobs, by evaluating the following
criteria and giving preference to proposals that enhance job quality: o

O The past practices of the operator(s) and the principals owning
or leasing the facility; o

The Port's business plans call for imposition of market rates at its
marinas, and the agency endeavorsto set prices at market levels.

Market rates should apply to all moorage types, including tran-

Draft | B Harbor Development Strategy 21
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Fincllings

i | T
Containers Cruise Recreational Boating

Fishermen's Terminal

Facility Utilization and Finances

O Inresponse to vacancy rates and facility utilization concems, the 0
Port allowed commercial workboatsto moor at Fishermen's Ter-
minal (FT) in 1997. Workboats now comprise 20% of m's moor-
age revenue base.

O The market for workboat moorage is price-sensitiveand limited;
a 1999 survey found 303 commercialworkboats moored inside

T I
Fishermen’'s Terminal Terminal 91

fully utilize the facility. Subsequently, Port staff learned that the
original planned redevelopment and infrastructureupgrade project
would not return the cost of capital.

In December, the Committee discussed changed market and
environmental conditions affecting vessel occupancy at FT, engi-
neering study findings that the original redevelopment plan is
not physically workable, and consequently, a staff proposal to
utilize empty small vessel slips by allowing some recreational
moorage at the facility.

the Locks (excluding FT). Most vessels are larger than 50 feet.  Economic Impacts of Fishing Adtivity

O Despite the introduction of workboats in 1997, vacancy rates at o
IT have held steady for last five years, fluctuating seasonally
between 20-40%.

O Financially, the current operation as a whole coven operating
costs including allocations and depreciation. Upland properties
cover allocations and depreciation, the piers do not.

Chronology of Advisory Committee Recommendations o

O The Business Subcommittee discussed opportunitiesand strate-
gic issues for commercial fishing and commercial vessels at FT

Fishermen's Terminal is a significant generator of economic ac-
tivity. Accordingto The Economic Impacts of the Port of Seattle
(2000), 1,887 direct jobs, 1,997 indirect jobs and 1,422 in-
duced jobs are generated by fishing-related activities at Port fa-
cilities, for a total of 5,306 direct, indirect and induced jobs.
Total annual wages generated by fishing activities at Port facilities
are $246.5M and business revenues are $161M.

Commercial fishing and workboat vessels support a significant
maritime cluster economy in the Ballard, Fremont and Interbay
areas.

on August 17 Updated \Market Assessment and Redevelopment Plan

O The Advisory Committee met on August 24 and affirmed a strong

commitment to maintaining the fishing industry as part of the 0
Port's mission statement; and to keeping IT devoted to fishing /
commercial vessels.

o

O The Committee also concluded that there would be a need to
revisitthe issue of expandingIT use to include recreational boat-
ing, brokered yachts, etc, if the commercial market does not

There continues to be demand for larger fishing vessel moorage
at FT; there are differences in the industries and the markets
served by different sized vessels.

Since August 2000, significant changes have occurred in the
marketplace: impacts to the fleet from the Stellar Sea Lion situ-
ation; the crab fleet continues to decline; fuel prices have in-

Draft . Harbor Development Strategy 21
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Containers

Introduction

Policies

Findings
|

I T
Cruise

O There are submarkets of the recreational boat market that could

work at Fishermen's Terminal; i.e. transient moorage or yacht
brokerages. Some recreational boat owners would want to moor
at Fishermen's Terminal if the rates were lower than other mari-
nas with more amenities.

Bringingin commercial vessels to FT was a good move, butthere
are reservations about adding recreational boats. Land at FT is
limited and parking could be a problem. FT has a working cul-
ture so adding recreational boats mixes that culture with one that
is leisure-oriented and requires additional facilities.

There are other marinas that are periodically solicitingtenants at
Fishermen's Terminal — Everett, Bellingham - but FT is a good
place to be; fishingvessels are notbeing squeezed out. It would
be useful to have economic information on different sized ves-
sels at the facility, by zip code. It would also be useful to have
systematic information about why vessels go to or leave other
ports.

Thereis abalancingact here — between the need to balance the
economic impacts and the financial picture. There are also is-
sues of accountabilityand public trust. Agood planis neededto
maintain a public trust with the fishing community.

Draft

\
Recreational Boating

I I
Fishermen's Terminal Terminal 91

Terminal 91 Business and Real Estate Findings

o

Seattle's non-container cargo business is not growing — due to
increased containerization of goods and industry shifts.

Internal Port and externally-commissioned cargo market analyses
have concluded that marketing for project cargo and Ro-ro ship-
pers will be challenging. This business is sporadic, highly com-
petitive and requires significant and ongoing marketing efforts to
be effective. Competition comes locally from private firms and
from other West Coast ports.

Terminal 91 is not appropriate for container cargo due to access
and traffic constraints, and neighborhood agreements. The South
Harbor is the appropriate location for container uses.

Cargo businesses require upland properties for support — how-
ever without viable cargo uses, inland property (i.e. north of the
Magnolia/Garfield Street Bridge) is not expected to be needed
for future cargo support.

In contrastto the non-container cargo business, there appears to
be demand for commercialmoorage and marine support use of
Terminal 91 piers.

o These are uses that support the maritime industry — fishing,

tugs, Coast Guard, the National Oceanic and Atmospheric
Administration (NOAA), and potentially cruise.

e Locating commercial moorage and marine support uses at
Terminal 91 frees pier space in the South Harbor for con-
tainer use.

From areal estate perspective, Terminal 91 is the Seaport's most
valuable developable property. Using the Triple Bottom Line

E&l Harbor Development Strategy 21
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Through this process, consensus developed among the Committee
and Port staff on the major recommendations presented in this re-
port. To the extent that there may be differences, it is expected that
staff will discuss any distinctions with the Commission in the next
phase of the project and that the Commission and staff would then
reach agreement on the overall strategic plan.

Regular Port Commission briefings throughout the process.
Commissioners were briefed seven times during the project, in a
purposeful effort to convey information and obtain feedback on rec-
ommendations & they were developed by the Committee. The
three Committee chairs played significant roles in several of the brief-
ings, providingthe Commission with a sense of the richness of per-
spectives and dialogue at the Committee meetings.
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