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1.Introduction and Summary

The purpose of this volume is to elaborate a financial plan for the development of the ports of Poti and
Batumi. In this stage and in the available time a scheme was developed with which the relevant commodities
can be calculated. The chosen example for the cash flow model is the planned new container terminal Poti.
The other commodities can be adapted accordingly. The results of the calculation will lead to an intensive
discussion about the input data and the assumptions on which the calculations are based in the next weeks.

The basis for the financial plan and the cash flow analysis is given in the previous volumes of the present
report, especially in the traffic forecast and the master plan. Many discussions with the port management
took place to get the relevant input data about the present situation and the expected development. Some
adaptions to western standards were made both on the costside and the revenues.

The macro-economic situation in Georgia is in a phase of transition from the state planned economy of the
former Soviet-Union to a modern market economy according to western example. As a result of this change
the cost of the input factors can be expected to increase to a more realistic market price level within the
forecast period. To avoid an estimation of a Georgian inflation rate, all figures have been expressed in con-
stant USD. All increases in costs and revenues in this report are therefore real increases.

The cash flow and financial analysis are based on the evaluation of the proceeds and costs. For both ports
detailed income and cost calculation have been made. The proceeds are orientated at the list of tariffs of the
Georgian ports and the quantities calculated out of the traffic forecasts based on the real (most probable)
scenario. The costs also based on the volumes out of the traffic forecasts and the productivity calculated in
the port master plans.

The cash flow calculations are evaluated by several calculation runs. Calculations have been made for the
planned new container terminal with and without the necessary infrastructure and the terminals for general
cargo and bulk in Poti. For Batumi the multi purpose terminal has been calculated. The following tables will
give an extract of the calculation runs. In fact, the real case variant calculation is shown.

All tables (every table consists of 4 pages) have the same structure:

First (page 1) the reader will find the time schedules of the investment with the yearly investment costs, the
yearly proceeds depending on the traffic forecast and the annual total costs. One remark to the time axe: An
optimistic beginning for the investment is the year 1998, but depending on the required decisions you can
define year 1 as the beginning period. Further descriptions will be given in the following chapters.

Second (pages 2 and 3) the cash flow analyses for the real case is shown for the planned period of 15 years.
And third (page 4), you will find the characteristic indicators to evaluate the investment under financial as-
pects. Beside the indicators earnings and cash flow (both after interest and tax), installments, accumulated
investments and return on proceeds, the loan status is a very important criteria with ist information about
the repayment of the needed credits.

1. Poti, Container Terminal

As mentioned the cash flow analysis has been made for both container terminal including and excluding the
big infrastructure costs (breakwater, rail and road infrastructure).
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Table 1 shows the calculation run in the real case variant for Poti container terminal with breakwater and
the required infrastructure investment for railtracks and road. The total investment sum amounts to 158.267
million USD, wherein the mentioned infrastructure is about 37 million USD plus incidental expenses. The
investment peak will be in the fourth year when the finishing of the new container terminal will be started.
The real case variant with 10% interest shows both earnings and cash flow with a bad line, the return on
proceeds becomes mostly negative and above all there is no total repayment of the credits within the 15
years. (Remark: the replacement in the year 15 is not yet calculated as used credit!) Also the calculation run
in the best case variant with 8% interest (see annex 1) shows no acceptable results.

The calculation runs for the container terminal without breakwater and the required external infrastructure
shows an acceptable result, as to be seen in table 2. The real case variant produces a good result: Earnings
and cash flow will get a good line after the phase of the high investment, just as the return on proceeds and
the repayment of the loans in the 15 years period will be managed. Even the investment in the 15th year
(11.5 million USD) can be financed with cash flow.

A comparison of the calculation runs shows that it must be recommended to discharge the container terminal
from the investment costs for the infrastructure: The results of the runs with the infrastructure say that in
the real case no repayment of the loan will be reached at the end of the 15 years period. The calculation run
of the variant without the infrastructure as described above shows in the real case a very good course of the
financial concept as the figures express. Both earnings and cash flow have a good line and the loan will be
repaid in the project period.

1.1 Poti, General Cargo and Bulk Areas

Table 3 shows the calculation run in the real case variant. The total sums up to nearly 30 million USD. All
investments will be made in the first seven years. The beginning of replacement will take place after this
time. This is the same time when the area of the extension container teminal can be used again for general
cargo handling by reasons of operating the whole container activities by the new container terminal. Because
of this, it is recommended to begin a new financing concept in the periods 7-9.

The calculation runs show that a very good result can be achieved with the input data given. To be on the
save side of evaluation the real case variant is calculated with a reduction of proceed of 10% to 90%. The
result diagrams show that earnings as well as cash flow (after interest and tax) have a good line. The peak
in year 5 (2002) is the result of transport level which continues in the same height from this year on (see
traffic forecast). The loan will be repayed during the project period, the return on proceeds will settle down
between 5 and 10% after the peak in year 5. A comparison with the 10% interest and 100% proceeds de-
fined best case variant shows a return on proceeds between 15 and 20%, earnings and cash flow show an
about 30% higher value.

The calculation runs for the best and worst case variant and the detailed input datas are reproduced in an-
nex 2.
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1.3 Batumi, Multipurpose Terminal

Table 4 shows the calculation run in the real case variant for the multipurpose terminal in Batumi. The
whole investment amounts to about 30 miilion USD, the main activities as to the preparation, environmental
and civil works are made in the first two years.

The calculation runs show a principle problem in the definition of the activities, proceeds and costs of the
multipurpose terminal. In the first calculation run of the real case with the calculated proceeds, based on a
certain part of the general cargo and bulk operation the earnings get to low. The cash flow analysis has a
very bad result (see table 3.2.2-2, calculation of the worst case). The financial team thus decided to increase
the proceeds by 10%. The result is documented in the tables of the real case. After the powerful investment
in the first 4 years earnings and cash flow get a good result, the return on proceeds reaches nearly 10% and
the loan (the maximum loan sum is about 25 million USD) can be repaid in the project period.

In the following chapter a detailed explanation of the cash flow analysis for the Poti container terminal and
the Batumi multipurpose terminal is given.

Volume 6 - Financial and Economical Analysis 3
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Feasibility Study of New Terminal Facilities in the Georgian Ports
Phase 2 Report

2. Poti

The phased development of the Poti container terminal is shown above in table 1 and described in Vol.III
and Vol. 1V.

Presently, container handling is mainly executed at berth N° 7 with a handling area of about 20,000 sgm.
The physical condition is poor and the rail/road entrance too small. To handle and store the expected con-
tainer volumes in the next 2 - 3 years (see traffic forecast: in the year 2000 about 65,000 containers, in 2001
about 80,000 containers) it will be necessary to extend the available area. The purpose is to rehabilitate the
site behind the berths 6 and 5. It is proposed to prepare an area of about 60,000 sqm including the recon-
struction of the quay wall on a length of 500 m, so that 2 - 3 feeder container ships can be handled at the
same time. The handling is proposed to be executed by the rehabilitated equipment and reachstackers as
described in Vol. I1I, section 6.

A completely new container terminal is being planned and it is intended to be realised until the year
2003/2004 - according to the traffic forecast. In the meantime container operation will also be made at the
rehabilitated berths 12 - 14 on an handling area of about 20,000 sgm.

For the planned new container terminal two possibilities are identified:

Terminal South (in the area berths 14/15)
Terminal North (in the area berth 24)

In the current analysis the northern terminal is calculated because of better extension possibilities, though
with the necessity to built a new breakwater and a very long rail connection of about 16 km and a road con-
nection of about 2 km. (For details please see Volume 3 - Port Master Planning, and Volume 4 - Civil Engi-
neering considerations for the planned development.)

In the figures in Vol. IV Annex 4.1 a cost estimation is given :

Extension Container Terminal
New Container Terminal North and South
Infrastructure Connections and Breakwater

These cost estimations are the basis for the cash-flow-analysis. All figures are based on western standards,

that means that in some positions may be possibilities for cutting down the investment by using regional
procurement.

2.1 Cash Flow Analysis

2.1.1 General Assumptions and Inputs

In this chapter the assumptions made with respect to the inputs for the cash flow analysis will be described.
The detailed input figures are listed in annex 3. For the planning period of 15 years (1998 till 2012, resp.
year 1 till year 15) the forecast for the main factors of the calculation model

* investment

e proceeds

e costs

» general assumptions

Volume 6 - Financial and Economical Analysis 20



Feasibility Study of New Terminal Facilities in the Georgian Ports
Phase 2 Report

will be considered. These cash flow analysis were made for the priority investments for the Poti container
terminal, the Poti general cargo and bulk areas and the multipurpose terminal in Batumi. The model was
developed for the Poti container terminal, therefore the following explanations are orientated on this model.
It is negotiable without endorsement to the other commodities. The explanatory notes are made for the Poti
container terminal and the Batumi multipurpose terminal.

The investment is divided into the parts

» Infrastructure, side preparation and enviromental
« Civil works, utilities and buildings

¢ Cargo handling and other equipment

e Incidential expenses.

The proceeds are divided into handling proceeds and storage proceeds.
The costs are divided into the parts

s Real estate
o Depreciations
e Operating costs

The profit/loss is turn out before tax and financing.
The financing costs provide information about interest and repayment.

Corresponding to the time schedule the business and financing plan contains the investments for the exten-
sion of the existing container terminal, the area of berth 12-14 and the new terminal north, which is planned
to begin its operation in the year 2002. After this time the area of the ,old terminal® is free for other activi-
ties of the port. It is to be discussed if the net book value of the not transferable investments has to be cal-
culated as special depreciation or if the container terminal company has the possibility to receive income by
leasing the area and the buildings to another operator. An estimated calculation of the yearly saved depre-
ciation sums up to about 260,000 USD.

Volume 6 - Financial and Economical Analysis 21
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2.1.2 Quantity framework

The investments and the operations depend on the forecasted container moves. The figures are:

Year

1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
(rounded numbers)

futl

48 000
52 940
64 960
79 730
98 050
106 880
116 490
126 980
138 410
151 320
171 750
194 930
221 250
251120
287 930

Container (TEU)
Empty (1/3 of full ct.)

16 000
17 500
21650
26 580
32 680
35630
38 830
42 330
46 140
50 440
57 250
64 980
73750
83710
95 980

Beside the income from the container handling in these calculations another part of income are the storage
fees. Therefore, it is necessary to define the proposed development of the part of container in storage. The
share of container which will be stored is supposed with 10% of the total containers for an average storage
time of 20 days. All other storage activities will be included in the total container handling prices.

2.1.3 Investments

The investments for the extension container terminal, the container terminal berths 12-14 and the new con-
tainer terminal north with breakwater and infrastructure connections are listed in annex 3.1, summarised for

the years 1998 till 2012 (in annex 3.2 without breakwater).

The investments (total, with incidental expensis) are shown sum accumulated until the regarded year such

as

for the year

with breakwater

9,961,614 USD
119,859,164 USD
158,268,363 USD

without breakwater

9,961,614 USD
77,309,164 USD
115,718,363 USD

In these investment sums all replacement costs according to the depreciation time of the equipment are

included.

Volume 6 - Financial and Economical Analysis
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Poti-Container-Terminal REPLACEMENT
Description us-$ Us-$ us-$ Us-$
Lifespan 2004 2007 2009 2010
420.000 3.953.950 3.258.500 152.749
I. Extension Container Terminal
6. Cargo handling equipment
Reachstackers 8 0 0 2.127.500 0
Spreaders 8 0] 0 460.000 0
Terminal tractor 5 420.000 0 441.000 0
|IContainerchassis 10 0 0 230.000 0
1l Container Terminal bearth 12-14
4, Cargo handling equipment
Reachstackers 8 (¢} 1.221.000 0 0
1ll. New Container Terminal North
EDP hardware and software 5 0 550.000 0 o)
6. Cargo handling equipment
Terminal tractor (1st delivery) 5 0 1.732.500 [¢] 0
Terminal tractor (2nd delivery) 5 0 0 0 0
Terminal tractor (3rd delivery) 5 0 0 0 0
Workshop equipment 5 0 288.750 0 0
Stevedoring gear 8 0 o] 0 152.749
Containerstuffer 5 0 161.700 0 0

Replacement of I. and Il. will be used in the new container terminal north.

These figures are the basis for the above showed tables 1 and 2, where the time distribution of the invest-
ments are scheduled. The figures for the separate years are reproduced in annex 3.3 for the variant without
breakwater and infrastructure connections.

2.1.4 Income

The proceeds are orientated at the list of tariffs of the Georgian ports (dated of 30. August 1995, see annex
4) and discussed with the experts. It is proposed to calculate with the following rates of comparable ports.

Handling proceeds:

Full container (TEU)
Empty container (TEU)

In these rates all handling costs as well as the documentation are included.

Storage proceeds (as per tariff) :

140 USD per TEU
70 USD per TEU

20 ft container during 15days

20 ft container 16-30 days

20 ft container more then 30 days
40 ft container during 15days

40 ft container 16-30 days

40 ft container more then 30 days

5.00
6.25
7.25
6.00
7,50
9.00

Volume 6 - Financial and Economical Analysis
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We propose some modifications of the tariff rates, e.g. raising of the 40 ft container rate and only one aver-
age storage time.

In the calculations the storage rate will be fixed to 5,00 (9,00) USD per day for the 20 (40) ft container for
20 days average storage time.

The rates remain unchanged during the calculation period, that means that the calculations have a sound
basis.

2.1.5 Costs

Real estate:

It is proposed to calculate a leasing rate for the required terminal area. A realistic rate as applied e.g. in
Hamburg and Rotterdam and now proposed for this terminal is 4 USD per sqm and year. The rate is calcu-
lated unchanged during the period.

It is to be discussed, whether the quay walls can be regarded as an infrastructure investment financed by

the port authority and leased by the terminal company. At present, the quay walls are regarded as invest-
ment of the terminal company.

Volume 6 - Financial and Economical Analysis 24
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Depreciations:

In Georgia the depreciation rates are on a low level. In a market orientated economy the depreciation strat-
egy of the companies are a very effective financing instrument. Therefore, it is proposed to use the depre-
ciation rates of the western countries. The table gives an view of the used depreciation rates (European
standard and Georgian rates).

Depreciation rates European standard p.a.,| Georgian rates p.a.,
% %
Breakwater 2,0 15
Sewage/water/electricity/gas-pipe/cable 5,0 3,0
etc.
Paved areas and roads 5,0 4,0
Rail tracks and switches 5,0 3,5
Lighting 5,0 2,5
Office- and sanitary building 5,0 7,0
Transit sheds 10,0 50
Workshops 5,0 6,0
Workshop equipment 20,0
Reefer Points 10,0 8,0
Transformation Building 5,0 2,5
Container cranes 10,0 4,0
Mobile harbour cranes 10,0 7,2
Transtainers 5,0 8,8
Forklifts 12,5 25,0
Reachstackers 12,5 5,0
Container stuffer 20,0
Stevedoring gear (e.g. spreader) 12,5 15,0
Trucks/Tractors 20,0 12,5
Trailers/Rolltrailers 10,0 10,0
Security equipment 10,0 8,0
Security equipment-fence/perimeter wall 4,0 8,0
EDP 20,0 8,0
Rehabilitation equipment 10,0

Operating cost:
The development of the operating costs shows the following table ( see annex 5)
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The personnel costs are divided in 3 categories:

» Interchange/guard
e cargo handling/repair
e administration

The present wages for the category guards/interchange are about 70 USD (92 Lari) and for the category
cargo handling about 130 USD (170 Lari). The increase of rates for the next 5 years was quoted with about
20 %. It is assumed that the wages of the operational employees will have to be brought to a similar leve! to
that of other countries in transition. There are three increasing rates for

the years 1998-2002: 20% p.a.,
the years 2003-2007: 15% p.a.,
the years 2008-2112: 10% p.a.

The surcharge for social insurance is given with 31%.

It is to remark, that no costs for experts (national or international) are calculated.

The other costs as office material, office equipment, partial repair material and so on was given with 225,000
USD as the share (17%) of the container terminal of the whole sum of the port.

Energy costs and electric power especially for the equipment and lighting are checked with current informa-
tion of other ports.

The annual increasing rate of these costs are 5%. The costs for communication and water/sewage are esti-
mated and show an increase of 10%.

The administration assessment is in accordance with present share of the container transhipments of the
whole port (17%), the increase is calculated with 1%.

2.1.6 Taxes

An important assumption for the calculation is, that the present tax system will continue. The main tax which
is calculated in the cash flow analysis is the corporation tax with 20% of the earnings.

2.2 Calculation of the cash flow

With the above mentioned assumptions the investment projects are evaluated by several calculation runs.
Summary of the project finance conception of the Poti Container Terminal
The datas refer to the container terminal without breakwater and infrastructure connections.

 The finance model calculates investments and the operating of the terminal for a period of fifteen years.
Within this period the investments shall be reduced by operational earnings.

» Present calculations predict a total investment of 116 million USD, the main investment will take place in
the first period (five years) and in the Sth till 13th year of operation. The investment in the 15th year
(11,5 million USD) can be financed by the actual cash flow.

» The operational turnover will increase from 8.550 million USD (1st year) to 51.290 million USD (15th
year).
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o Operational costs will increase from 2.282 million USD (1st year) to 13.266 million USD (15th year).
¢ The annual depreciation figures were taken into the finance model as mentioned above.

e As far as possible costs of new investments were reduced by earnings including depreciation of the year
before.

e The calculation of the ,real case" predicts a 100 percent debt finance with an annual interest rate of 10
percent. Intermediary financing was calculated for the new financial need in the middle of the year of
new investments, after this year a reduction of the loan was calculated by an annuity loan which runs till
the end of the project period.

o Earnings after interest were submitted to a 20 percent (benefit-) tax. Special tax effects by a forwarded
loss declaration (,Verlustvortrag™) were not taken into account.

2.2.1 Calculation of the ,real case®

100 percent debt finance with an annual interest rate of 10 percent serves as the real case. The investor has
to pay 15.102 million USD tax within the period of the project round about 50% in the last six years. As the
earnings before tax will reduced by the investment in the 15th year of operation (11,5 million USD), the total
benefit tax will be reduced by 2,2 million USD.

See chapter 1, table 2, pages 2 and 3

2.2.2 Modified Calculation of the ,best case™

100 percent debt finance with an annual interest rate of 8 percent serves as the best case. The investor has
to pay 16.926 million USD tax within the period of the project - mostly within the last years. As the earnings

before tax will reduced by the investment in the 15th year of operation (11,5 million USD), the total benefit
tax will be reduced by 2,2 million USD.

See following table 2.2.2.-1
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2.2.3 Modified Calculation of the ,worst case"

100 percent debt finance with an annual interest rate of 12 percent serves as the worst case. The investor
has to pay 13.271 million USD tax within the period of the project - mostly within the last years. As the
earnings before tax will reduced by the investment in the 15th year of operation (11.5 million USD), the total
benefit tax will be reduced by 2.2 million USD.

See following table 2.2.3-1
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2.2.4 Conclusions and recommendations (real case)

» Data provided by the HPTI/DSC/RMG-team show a reasonable project finance model.

» The conception should futheron calculate the possibility of being partly financed by equity capital.
Equity capital usually expects an average of an annual interest of at least 15 percent after tax.

e The loan status will grow up to a peak of 52.591 million USD in the 6th year of operation.

 The total of tax payment shows the possibility of an improvement of the investment plan,

 Investments in the first period should be calculated carefully. The possible sale of the extension terminal
after the North Terminal has been finished has not been taken into account up to this point.

Earnings (after interest and tax, container terminal without breakwater)

Earnings (after Interest & Tax)

18‘000 SLERIE L R
16,000 4
14,000
12,000 4
10,000 +
8,000 +-
6,000 +-
4,000
2,000
0
-2,000
-4,000 L
1,000 USD years

* Inthe first years the project will achieve aimost constantly positive garnings after interest and taxes.

e The accumulated earnings after interest and taxes equal 53.932 million USD over the project period.

 Inthe last years the project will have increasing earnings, which are partly used for the financing of new
investment.

 Please take into account that in the last year 11.5 million USD will be used for the last investment in year
15.
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Return on Proceeds

Return on proceeds

70%
60%
50%
40%
30%
20%
10%
0%
-10%
-20%

e The Return on Proceeds refers to the relation between the earnings before tax and the proceeds.

e Due to poor earnings in the years after the beginning of the operating in the new container terminal the
Return of Proceeds is negative in the years 5 till 8

e The accumulated Return on Proceeds over the 15 years equals 18,3%

Cash-Flow (after interest and tax)

Cash-Flow (after Interest & Tax)

30,000

25,000

20,000

15,000 £-

10,000 4=

5,000 e

1,000 USD years

» The cash-flow after interest and tax is used to finance a part of the investments.
o The cash-flow is rather constant during the project, with a strong increase after the 8th year,
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Accumulated Investments

Accumulated investments

60,000
40,000 +
20,000

0

1,000 USD

» The accumulated investments form the project's fixed assets.
e In this diagramm the effects of depreciations have not taken into account.
 The strongest increase in investments is within the first years due to the need of high initial investments.

Annual Installments

Instaliments

1,000 USD

* The annual installments form with the annual interest payments the annuity,

* The installments show a rather regular trend during the project period. At the end the repayments

increase clearly, as the interest payment decreases.

* The investment in the last year is not financed by annuity loan but directly reduced by the present ear-

nings
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Loan status

Loan status

60,000

50,000

40,000

30,000

20,000

10,000 4

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16
1,000 USD years

e The maximum loan status in the year 6 indicates the project's maximum loan need of 89,197 million
uUsD.
e The whole loan amount can be paid back until the year 16 with own cash-flow.

Reduction of project period:

The investor might think of a project period of ten years instead of fifteen years.

The finance model can hardly recommend this shortening.

Arguments are as follows:

» The annuity rate would sharply rise because of a shorter repayment period; meanwhile the effect from a
lower interest rate (ten years instead of fifteen years) is only a little.

e The investor plans 10 percent of the investment in the last four years; meanwhile the investor sees 49
percent of the total earnings before interest and tax in the last five years.

» 48 percent of the total depreciation within the period is obtained in the last five years.

As a financial advise we would give the following recommendation:
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Conclusion:

* A financing under conditions which usually are offered by the European Bank for Reconstruction and
Development (EBRD) seems to be reasonable.

» A partly financing under conditions of equity capital (an interest rate after tax of at least 15 percent per
annum would be expected) can be discussed.

» The project should take into regard that the investment plan should try to avoid tax payment.

» The high investment in the 15th year of operation causes a high capital requirement till the very end of
the project period.

* At a later point the investor should check whether a loan in USD will be the optimum finance possibility.
Long-term interest rates in other currencies might be lower. On the other hand the proceeds are gained
in USD, this makes a financing on a USD-basis reasonable.

e The investment of the breakwater (and the infrastructure connections) should not be involved in the
financing of the container terminal project.

The calculation runs for the Poti general cargo and bulk areas are listed in annex 2.

3. Batumi

The phased development of the Batumi Multi Purpose Terminal is shown above in table 4 and described in
VolL.IIT and Vol.IV.

The concept of the multi purpose terminal provides to handle about 70% of the general cargo volume, all
container and the RoRo - volume. A quay wall of 250m will be reconstructed between the present berth 4
and 5; the RoRo-ramp will be integrated. The planned area of the multi purpose terminal has about 31,250
sqm, the multi purpose terminal extra version will have about 47,750 sqm. This version is the basis for the
calculation runs. The equipment planning assumes that above all self-sustaining ships are to be handled -
that means no expensive mobil cranes will be needed.

In Vol.IV, annex 2 a cost estimation for the multi purpose terminal extra is given.

Again it is to mention that all figures are based on western standards. Therefore in some positions may be
possibilities for cutting down the investment by using regional procurements.

3.1 Cash Flow Analysis

3.1.1 General Assumptions and Inputs

The same remarks as in chapter 2.1 are valid. The detailed input figures are listed in annex 6. The break-
down of the investment is divided into the parts

site preparation - esp. demolition of buildings and preparation of the ground
environmental - cleaning of the soil is a significant cost position

civil works - esp. construction of the quay wall

utitities and equipment

The proceeds are divided into general cargo and container handling proceeds and in storage proceeds.
The other positions are the same as mentioned above.
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3.1.2 Quantity framework

The investments and the operations depend on the forecasted handling volume. The figures are:

See following table 3.1.2.-1

Volume 6 - Financial and Economical Analysis

40



Z jo ) a8ed

_

;

197’81 21012 12592 168°0E ¥09°2¢ 6l1€e 8eC el GEE'G 0 00'9 asn
2 S L 6 Lt €l 51 8l 0z 0z skep
697 004 289 £95 v6¥ 962 8yl 6V 0 aoaid
1ov'sl zi0'le 125'9¢ 16E70E $0972¢ 6LL'EC 8eEEl SEES 0 sbeJo}g JauIEjuo)
92188 9/£ 011 2851 £97° 661 £1£'602 685621 0£2°99 £21°G2 0 ar'o asn
¥ g / 6 L el Sl 8L 0z 0z skep
62055 881G 16255 90¥'SS 585/ 126'%2 2L Ll 68V 0 1
%09 %09 %09 %09 %09 %09 %09 %09 %09 %09 % {2%09) SBaJe PBIsAnd U
S/E62 26198 LL9'IS 88v'99 16,69 961ty £veee v.E°8 0 0z'0 asn
¥ G / 6 L €l Gl 8l 0Z 0z skep
6L29€ 26L°9¢ 59898 8£6°9E €2L°1€ vi991 vivL 9z£2 0 !
%0% 260 %0¥ %0¥ %0¥ %0¥ %0p %0F %0Y %0¥ % {°%0%) seale uado ui
105" ZLL 891 /V1 erY'902 156592 v91'6/2 98L 2Ll £16'88 L6Y°EE 0 (p0z) obieo |eauab jo abeiois
296'SE} 081°891 0/6°2€2 TYe 962 892°L1E 506°56} LLE201 2e8°88 0 1210} {SA3300Hd ADVHOLS
0v2 68 €L.18 /89°EL 09969 ££9°/5 101°9% 08S¥€ £50°€2 12511 00'0L asn
2821 91t €501 8E6 £28 659 v6t 62¢ 594 nai Aduia ¢/ ‘(papnjoul Jje) erow Jad Jaujejuog |
Oy 8E5 082 06V 0zl 2wy 096°€6€ 008'SVE 0v9°'9/2 08¥' 202 0Z€'8EL 09169 00°0v1 asn
9v8’e 205°€ 851e vi82 0Ly2 9/6') 28t 886 v6y RET iin} “(papnpout e} @row 1ad Jsulejuos)
081829 £66°145 108°G1S 029°65Y EEP'E0V vleee 090°2ve €€ 191 789°08 Bujjpuey Jaueuon
020552 05£°00Z 0/9°'6v9 0£9209 020'655 OvL ¥Sh 0S£°65¢ 009222 098'€61 ]
001'SLLE 0SL10S°E 0SE'8Ye € 05110 001°S6.2 00.°€22°C 05,967 | 000°€9€°L 00£'696 00°'S asn Buypuey yin
0 0 0 0 0 0 0 0 0 1BJiZ{|0NU0)
£/2662 ) A 81 vvel P9 orZ L 859°020°k 0£9' YL 2.¥°005 €071 0zl '1€2 00'9 vasn
9v5'902 556°902 598202 v11'102 EvP8LL G092l ZIYE8 OvE'2S 025'8¢ 1 {% G¥} 58%00-By-0G M ¥
189619 598°029 ¥60'229 2eetz9 62£'GES SI8ELE 9£2°052 610°/Gl 095°GLE 00°6 yasn
61889 58689 221 69 85269 18P'65 SES LY v08'/2 vyl oveel 1 (%5 1) S18Heg-BY-001 W §f
95101} 092°€0t | Y6504} 8218011 969°'166 095 ¥99 [ N4l Y162 0vy'502 00’9 yasn
96581 096°€8} veE 8l 889°%81 91985} 092011 (24823 v2S 9y ove ve ] (0¥ ) s6eq-B4-05 W 4
98Y°096'2 SS£'996°C S22 eL67T v60°8.6'C £89°/55°2 500°98L°L ZL5°S61°L 002°05Z 0Z1°259 Bujjpuey obied je1ausn
99.°€9¢", 860°0V0°L 18€79€L°9 98059 912°95.°S ZSh28E Y 28EVETE £26V12°C 101209} 110} 'SA33D0Hd DNINANVE
69/ 00Z Z€9 €95 ¥6¥ 962 8vl 6 0 n3L |
%02 %02 %02 %02 %02 %Gk %0+ %S %0 % _ |ebeiols o |
9v8'e 20S°E 8S1°¢ vig2e 0ive 96| 2871 886 v6y RE [B10 J3UIBIUOD!
020'55Z 0SE£°00Z 029°6¥9 0£9'209 020655 OvZ ¥SY 0SE°65E 009272 098°¢6} ] |
%04 %0L %0L %0L %0/ %09 %05 %0 %0€E % [euiwia | -dW MIng
009'80°1 00S°000°1 001 826 006°098 009'86. 00645/ 00,81 005189 002°9¥9 ] 18101 NIng
8616 08616 29126 ¥vE 26 80£6. SES' 1Y 9858t 9185 0 1
%02 %02 %02 %02 %02 %St %01 %S %0 %  |ebelo)s i jo
066'857 006'65¥ 018°09% 02L°19v VS 96¢ 006'9/2 09¢G8} 0LE9}L 009°68 1
%0 %0/ %0L %0L %09 %05 %0b %08 %52 % jeuilLie | -diy ‘obied [eiauan
00/'559 000°259 00£'859 009°659 006°099 008655 00v'E9¥ 00Z°Z8€ 00v2ve i je10} ‘obJes jeiauan
fan
9002 5002 ¥002 £002 2002 1002 0002 6661 8661 /asn) wun
S3}S02 Hun

jinjeg Jo 1104 ay) jo [eujua ] asodingd NNy @y} Jo Spaasold auj jo uswdojana( ay) 10} s|qejewiy

(sebed g) 1-z'1'¢ a1qel

S1I04 ue1d10a9) Ayl ui s3

Hoday 7 aseud
oB{ [eujullia] maN jo ApmiS Alliigiseay




Z Jo ¢ a3ed

080'6Z 02E €L 09529 00819 0¥0'9S 2I 0z asn

[2 [2 ¥ [2 2 ¥ shep

G62°€ GS0'E 5182 652 Geee 8c8 soad

08062 02E°e 095°79 00819 010°95 2H02 abeio)§ JsuiRu0)

635122 22L1zz £58°022 ¥85°022 G1£022 61088 asn

[ 4 [ 2 v v shep

£SY'8E L 102 8EL ££0'8E L 698 /81 1697761 210°5G )

%09 %09 %09 %09 %09 %09 % (%09) SE8JE PBIaA0D U]

Zr8EL 10L°EL 819°¢/ 825€L 8EVEL Ove 62 asn

2 v v 2 ¥ v skep

20¢°26 vEL'26 220'26 01616 86216 ¥.9°9¢ ]

%0¥ %0v %0¥ %0¥ %0¥ %0v % (o%0v) sesie uado ul

99£°662 628762 0lb'tv62 ZLLY62 VS E62 8GE°LLL (pog) ob.eo [esauab jo abeiog

b v.LE 6v1°89¢ 0£0°29¢ TL6°55E $6.°6VE 0Ly LEL 18101 :SQ33D0Hd IOVHOLS

/91651 195°2P 1 19ELEL 29102} 196'801 19016 asn

1612 /802 1181 LIl 1651 I6E°L N3l Adwa g/ “(papnjoul 8] arow iad Jauejuo)

009226 00p'S58 002 882 000'12. 008°'€59 009°985 asn

0659 01’9 0£9'S 0S1'S 0/9¥ 06l RETN {Iny “(papnjout jie) arow 1ed Jaurejuogy

19£°920°L 196°266 195616 91118 192729 19€°v89 Bujpuey Jauigjuo)y

008'£80°} 068220t 022696 09.%16 08£'£98 0/8718 ]

000°6EV'S 0S6'9EL'S 0017978V 008°ELS'¥ 0069187 0SEPL0Y asn Buijpuey ying

0 0 0 0 0 0 JBYIZ|[0 1LY

110°9v2 | 608°EPZ 't 162 v L S8.°0ve’L £/268C 1 192°7¢€2°) yasn

089202 208202 050°202 862902 9v5'902 ¥62 902 } (% g¥) $8x0G-B%-05 W j0

6£0°€29 S06'129 6v1129 £6£°029 1€9°619 188819 yasn

12269 10169 110'69 ££6'89 6v8'89 69289 1 (3G 1) S|1eq-b%-001 1110

¥29201°} 809°GOL'| Y9z ¥0L’} 0267201t 9/5'101°1 2e2001 'k asn

v09'¥81 892 ¥81 yrOv8L 028°€8l 96S €81 Z/8°€81 ] (%01 ) sBeq-bx-05 il jo

0v.°9/6'2 Z2E 1162 0122962 8607962 981°096°2 ¥.8°956°C Buypuey obies jeisusn

901°26v'6 8€2°901°6 9/£'€EL'8 $90°6.8°8 esLovog 065°GLL.L 1301 :5Q3300Hd HNIMANVH

G62°€ 5506 5182 5/S2 SEEC 8e8 naL

%05 %05 %05 %05 %05 %02 % _ |ebeiojs ) jo

0659 0119 0€9'S 051G 0/9'Y 061'¥ Nn3L 1810} “13UjejU0)

008°/80°} 06€7220°L 022696 09716 08€'€98 0/87718 )

%0 %0Z %0Z %04 %0/ %0/ % feuiwIs]-diy ing

00055 1 004729V} 009¥8¢'t 008°90¢"1 00V EET | 001 49L'L ] 1e}0} Ying

S52°0€2 GEE 082 G50°0€2 G//622 S6v'622 989°16 ]

%05 %05 %05 %05 %08 %02 % _ |ebelols 1 jo

015°19¥ 029°09% 011°09% 05565V 066'85V 0EY'85¥ 1

%0. %0L %0. %04 %02 %0/ % leuiwia]-di ‘obieo |eiauay

00€ 659 0017859 00£'259 005°959 004659 006 ¥S9 ] 1e}o] ‘0b.ed |elausn
zLoz Loz 0102 6002 8002 100z nun

lwnjeg jo Liod ay} Jo [euiwia] asoding NNy ayj Jo Spaadoid 8y JO spaadoid ayj jo juawdojeaaq ay) 1o) a|qerau ]

(sebed g) 1-z'Lg ai1qe]

ELEN

podey Z aseyd
oB4 |BUILLS L MoN jo Apnis Aljigisead




Feasibility Study of New Terminal Facilities in the Georgian Ports
Phase 2 Report

3.1.3 Proposed Investments

The investments for the Batumi multi purpose terminal are listed in annex 8 summarized for the years 1998
till 2012. The investments are shown sum accumulated until the regarded year such as for the year 1998:
10,843,218 USD or for the year 2000 (expected beginning of operation): 25,951,445 USD. The total invest-
ment sum until the year 2012 amounts to 30,547,445 USD.

3.1.4 Proceeds

The proceeds are orientated at the list of tariffs of the Georgian ports (dated of 30 th of august,1995), see
annex 4). The rates remain unchanged during the calculation period, that means that they have a sound
basis.

3.1.5 Costs

Real estate:

As in Poti it is proposed to calculate a leasing rate for the required terminal area of USD 4,00 per sqm and
year. There is calculated no change during the calculation period.

Depreciations and operating costs:

The same assumptions are made as for the Poti terminal. You can see the development of the operating
costs in annex 7. The basis of the figures are the present values. The increasing rates are given in the table.
The interviews with the port administration are the sources of the data.

3.1.6 Taxes

The relevant tax is the benefit tax with 20% of the earnings.

3.2 Calculation of the cash flow

With the above mentioned assumptions the investment project is evaluated by several calculation runs. The
calculation runs show a principle problem in the definition of the activities, proceeds and costs of the multi-
purpose terminal. In the first calculation run of the real case with the calculated proceeds, based on a certain
part of the general cargo and bulk operation the earnings get to low. The cash flow analysis has a very bad
result (see table 3.2.2-1, calculation of the worst case). The financial team thus decided to increase the pro-
ceeds by 10%. The result is documented in the tables of the real case (table 4 in the chapter 1.3). After the
powerful investment in the first 4 years earnings and cash flow get a good result, the return on proceeds
reaches nearly 10% and the loan (the maximum loan sum is about 25 million USD) can be repaid in the
project period.

The results are shown in the following chapters.

3.2.1 Basis of the conception

The finance model calculates investments and the operating of the terminal for a period of fifteen years.
Within this period the investments shall be reduced by operational earnings. Present calculations predict a
total investment of 30.547 million USD, the main investment will take place in the first period (four years).

The operational turnover will increase from 1.602 million USD (1 st year) to 9.867 million USD (15 th year).
As mentioned the finance model has taken into account 110% of all proceeds, which are forecasted.
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Operational costs will increase from 875,000 USD (1st year) to 4.294 million USD (15th year).
The annual depreciations as mentioned above were taken into the finance model.

Earnings after interest were submitted to a 20 percent (benefit-)tax. Special tax effects by a forwarded loss
declaration ("Verlustvortrag”) or by a taxation of the annual dividend payments were not taken into account.

3.2.2 Calculations of different cases

1. Calculation of the “real case”
See chapter 1, table 4, pages 2 and 3
2. Calculation of the “best case”

See following table 3.2.2-1
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3. Calculation of the “worst-case”

See following table 3.2,.2-2
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Feasibility Study of New Terminal Facilities in the Georgian Ports
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3.2.3 Analysis of Calculations (real case)
Data provided by the HPTI/DSC/RMG team show a reasonable project finance model.

The conception should furtheron calculate the possibility of being partly financed by equity capital. Equity
capital usually expects an average of an annual interest of at least 15 percent after tax in Western Europe.

The loan status will grow up to a peak of 25.380 million USD (real case) in the 5th year of operation.

The total of tax payment sums up to 1.432 million USD.
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Earnings after Interest and Tax

Earnings (after Interest & Tax)

1,000

500 +

-500

-1,000

-1,500

-2,000
1,000 USD years

* After 4 years the project produces earnings after interest and tax, which are nearly constant.

» The accumulated earnings after interest and tax equal show a typical line as usual in the project financ-

ing cases.

Return on Proceeds

Return on proceeds

20%

10%

0%

-10%
-20%
-30%
-40% |
-50%

-60%

years

» The return on proceeds refers to the relation between the earnings before tax and the proceeds.
* After the negative figures in the first five years it becomes a nearly constant value of about 10%.
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Cash-Flow (after interest and tax)

Cash-Flow (after Interest & Tax)

1,000 USD years

» The cash-flow after interest and tax is used to finance a part of the investments.
»  After the first 4 years the cash-flow is rather constant during the project.
* The increase of the cash flow in the 11th year depends on lighter depreciations.

Investments

Accumulated investments

35,000

30,000

1,000 USD

e The accumulated investments (shown in the chart) form the project’s fixed assets without depreciation,
« The strong increase in the first years is caused by the fact, that most of the project’s investments are
made in the initial period.
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Annual Installments

Instaliments

1,000 USD
years

» The annual instaliments form with the annual interest payments the annuity.

» The installments show a rather regular trend during the project period. The repayments increase clearly
as the interest payment decreases.

Loan Status

Loan status

1,000 USD

* The project reaches the maximum loan status in the Sth
USD.

* In the beginning of the 16th year the loan is completely paid back.

year, when the loan status equals 25,380 Mio.
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3.2.4 Recommendations and conclusions
Reduction of the project period

The investor might think of a project period of ten years instead of fifteen years.
The finance model can hardly recommend this shortening.

e The annuity rate would sharply rise because of a short repayment period; meanwhile the effect from a
lower interest rate is only a little.

* Nearly 50% of the total depreciation within the period is attained in the last 6 years.

» The same situation is given for the earnings (before interest and tax).

» In this context we want to outline that a part of the costs are calculated as overhead costs for non port
expenses. At present this seems to be reasonable, in future a change might be recommendable.

Conclusion

A financing under conditions which usually are offered by the European Bank for Reconstruction and Devel-
opment (EBRD) seems to be reasonable.

A financing under conditions of equity capital is not possible, because an interest rate of at least 15% p.a.
would be expected.

At a later point the investor should check whether a loan in USD will be the optimum finance possibility.
Long-term interest rates in other currencies might be lower. On the other hand the proceeds are mostly
gained in USD, this makes a financing on a USD-basis reasonable.

As mentioned above we can recommended this project only under the condition of an increase of the fore-
casted proceeds by 10% at least.
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