TRANSMITTAL 35

Gambol Industries Reconciliation of October 21, 2010 and July 21, 2020
AECOM “Engineering Evaluation” of the Gambol Shipyard Business Plan.

Prepared: November 30, 2010

It is Gambol's understanding that at POLA's request, AECOM prepared an evaluation of the
shipyard improvements in the Business Plan, and an estimate of costs perceived to be different
from those found in the Business Plan. AECOM prepared an initial evaluation on July 21, 2010,
and subsequent evaluation on October 21, 2010. Note that Gambol staff has detailed
contractor bids on these items, and has invested many months in researching, bidding and
estimating the site and building rehabilitation costs. Neither AECOM nor Port staff has
reviewed, or asked to review (outside of the November 12 meeting at which the October 21,
2010 report was first furnished to Gambol), any of the Gambol documents beyond the summary
budgets in the Business Plan submittal.

The initial AECOM evaluation estimated that approximately $58.9 million in costs would have to
be added to Business Plan estimates, the subsequent evaluation approximately $55.8 million.
Gambol concludes that it is reasonable to add approximately $2.4 million in costs ($3.3m with all
appropriate accounting entries related to increases and their impact on drydock asset value) to
the original Business Plan estimates resulting in a total development budget of $79.3 million
versus the original $76.0 million estimate. This change has little impact on the performance or
feasibility of the shipyard. Highlights of differences, considerations, and additional details follow.

e Approximately $15.3 million of the $55.8 million total in the subsequent evaluation are
related to expenditures that would be required if deep draft vessels were to be
load/unloaded in the drydock along Pier 4. There are no plans to do this.

e Approximately $9.7 million in costs would be irrelevant if the Long Beach alternative is
utilized. Gambol disagrees that it would cost $9.7 million if the Long Beach alternative is
not utilized.

e Many of the costs included are related to preparing the site for lease. Typically the costs
to prepare a site for ground lease would be borne by the landlord. To do otherwise is
akin to a tenant paying the mortgage and rent.

e Gambol proposes to invest more than $20 million in buildings and site improvements for
buildings and property owned by POLA, to the benefit of POLA.

e Other than at the November 12 meeting ordered by the Board, neither AECOM nor Port
staff personnel have contacted Gambol to ask for explanation or clarification, or even to
discuss these items.

e The latest revision of the AECOM report includes 25 percent “contingencies” on all items
except for engineering and EIR/EIS preparation costs.

A detailed comparison of the original business plan budgets, the AECOM estimates, and any

appropriate adjustment to the business plan follows. Each of the items is listed by AECOM and
POLA staff are given as a “delta” or addition to the amounts budgeted in the detailed Business
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Plan. In most all cases, AECOM has assumed huge costs where they are either not required at
all, or are adequately covered in Gambol’s budgets.

Gambol’'s Business Plan capital budgets and forecasts are more than sufficiently flexible to
accommodate any and all reasonable changes in costs for the site and buildings.
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