Memorandum %

Date: May 6, 2008

To: Agenda Ttem No.
12(B)6

From:

Subject: Resolution Directing the County Manager to Study the Feasibilify of Locating an

Observation Wheel, Similar to the London Eye, at the Port of Miami

At your meeting of November 6, 2007, Resolution Number R-1262-07 directing a study of the feasibility
of locating an observation wheel (“Wheel”), similar to the London Eye, at the Port of Miami (“Port”) was
approved. Toward this end, the Port commissioned TranSystems Corporation to prepare a feasibility
study (“study”) to document and evaluate the proposed project’s viability.

Attached for your review and consideration is the Observation Wheel Feasibility Study titled "Port of
Miami - Future Recreational Planning." The report, dated February 22, 2008, contains data pertaining to
the Wheel's financial, operational, infrastructure, transportation and security impacts as well as a
"Strengths, Weaknesses, Opportunities, and Threats” ("SWOT") analysis of the proposed project.

The study incorporates the following underlying presumptions: (i) the Wheel wiil be jocated on leased
Port property located in the southwest corner of Dodge lIsland; (ii) the Wheel will be built, financed, .
operated, and secured by a third party; (iii) the Wheel will generate revenue to the Port from land lease
rent, parking fees, and a percentage of the Wheel's gross income as negotiated with the concessionaire;
(iv) the Wheel will be constructed to meet all applicable federal, state, and local codes; (v) the Wheel will
be structurally sound to operate in a marine environment and built to withstand a Category Five
hurricane; (vi) the potential customer market for the Wheel is 5% - 10% of the total visitors to Miami-
Dade County; and (vii) all revenues and expenses contained in the study are stated in 2007 U.S. dollars.

The minimum amount of land required to construct and develop the Wheel is 2.5 acres. However, an
additional 2.5 acres of land would be needed for support services, including but not limited to, food and
beverage facilities, retail space, merchandising areas, and parking facilities. The Wheel would stand at
least 328 feet in height and offer an optimal view of downtown Miami, Miami Beach, and the skylines of
the surrounding areas. The Wheel's development budget is estimated to range between $39 million and
$176 million and construction (independent of the planning stage due to the project's scope and
variations) is expected to take between 16 to 30 months to complete. '

in order to undertake this proposed development project, permits must be obtained from the Florida
Department of Environmental Protection and potentially from the U.S. Army Corps of Engineers and the
U.S. Environmental Protection Agency. To determine whether permits can be granted, new development
projects must meet the water dependency test as detailed in Florida Administrative Code Chapter 62 and
the Clean Water Act 404(b)(1). It is important to note that the Wheel’s construction could be considered a
non-water dependent use of Port lands. Non-water dependent projects that are constructed on the Port
could preciude the Port from obtaining permits for other terminal developments in the future. However,
there is also the alternate possibility that the construction of the Wheel may be considered to be a water-
dependent use of Port land. This assertion would stipulate that the Wheel would be a destination
attraction for the cruise facilities — benefiting the industry by drawing more port-of-call vessels to Miami.
The Port will not know how the permitting agencies will rule until its applications have been submitted.
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The study shows that the Wheel will generate a total of 4,640 - 8,280 vehicles per week. This average
level of 663 - 1,325 vehicles per day would result in a 5% to 10% increase in the Port’s average annual
daily traffic. The vehicle traffic count for Saturday and Sunday is expected to range from 1,624 to 3,248
vehicles per day. The vehicle count estimates are based on 580,000 - 1.16 million potential Wheel riders
a year, 2.5 passengers per vehicle, and excludes employee and service related trips. It is estimated that
the increased number of vehicles will require a 57,000 square foot parking garage containing 1,000

parking spaces.

The study reveals that the Wheel is projected to generate $8.7 million - $23.2 million in annual potential
ticket revenues (based on ticket prices of $15 - $20) and $1.62 million - $3.25 million in potential annual
parking revenues (based on a short term parking rate of $7) to the Wheel's concessionaire. Depending
on the negotiations with the concessionaire, the Port will be able to generate income from the ticket sales
and parking fees as well as from additional revenue sources such as land lease rent, food and beverage

sales, and retail sales.

The study outlines feedback regarding the project’s practicability from the Port’s three cargo terminal
operators (APM Terminals, POMTOC, and Seaboard Marine) and two of its cruise line operators
(Norwegian Cruise Lines and Carnival Cruise Lines). The terminal operators are of the opinion that the
Port has a limited amount of available space and land should not be utilized for a non-Port related
business. Additionally, the terminal operators noted that the Wheel would generate an increased level of
traffic that would lead to further congestion concemns; however, once the Port Tunnel is constructed, the
impact would be reduced. Likewise, the cruise line operators expressed concern that the Wheel would
generate increased Port traffic and cause additional embarkation/debarkation delays for their cruise -
passengers as well as transportation delays for their employees. The cruise line operators also stated
that the peak times for their cruise passengers and the Wheel's passengers would coincide, causing
additional congestion. It should be noted that both the cargo terminal and cruise line operators have
concurred that the Wheel should not be built at the Port of Miami, citing that more suitable locations in
Miami-Dade County should be considered.

The study indicates that the Wheel could be feasible if the following concerns are addressed:

« The Wheel must be compliant with the U.S. Environmental Protection Agency (EPA) Clean
Water Act 404(b) (1) guidelines and not preclude future EPA fill or construction permits at the
Port.

* The project must include a provision for restructuring the Port’s impacted long-term leases and
other land use commitments. ‘

* The concessionaire must assume all development, permitting, and operational costs, including
those associated with security.

« The Wheel must be capable of withstanding a Category Five hurricane and must comply with
all other applicable codes and regulations.
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During the past two years, several terminal operators and shipping lines have expressed a strong
interest in obtaining land at the Port in order to establish new and/or expand their existing cargo
service routes and cargo handling operations. The Port’s primary financial objective is to maximize
its revenue stream by increasing asset productivity through the most efficient utilization of its
available resources. This is achieved primarily through the expansion of water dependent activities
such as passenger handling and cargo processing operations.

After a careful review of the study and its findings, the concems cited by the Port’s three cargo
terminal operators and two of its cruise line operators are quite valid. Also, it is concerning that the
study downplayed concerns regarding Port security. While any such concems are not
insurmountable with adequate financial and personnel investment, we must be extremely sensitive
to security concemns at the Seaport. Security issues, combined with congestion and competing
demands of a finite amount of land make an observation wheel at the Port inavisable based on this
initial review. While the Wheel may have the potential to become a unique South Florida tourist
attraction, any decision to pursue bringing the Wheel to the Port would require much more analysis
and discussion and would require extensive dialogue with our Port tenants.

Assistan? County Manager
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