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This chapter presents the financial evaluation for Steele Canyon Recreation
Area. Chapter 4 lists the assumptions used in development of the financials. Site
specific assumptions are listed below for each of the services. Table 9-1
summarizes the required and authorized services at Steele Canyon. The
financial evaluation only considers required services.

Table 9-1. Required and Authorized Facilities at Steele Canyon

Additional
Required No. of Authorized No. of
Item Units Units Total
Camping
Tent sites 0 19 19
Standard Sites without Utilities 0 22 22
Standard Sites with Utilities 10 22 32
RV Sites with Utilities 4 7 11
Hike-In/Boat-In Tent Sites 0 5 5
Overnight Group Use Area (20 occupants) 0 1 1
Camp Host Site with Utilities 1 0 1
RV Dump Station 1 0 1
Playground and Group Area 0 1 1
Lodging
Park Models 12 0 12
Cabins 15 0 15
Floating Campsite 0 3 3
Boating
Launch Lane Boat Ramp 6 4 10
Courtesy Dock 4 2 6
Boat Slips 178 100 278
Houseboat Slips 32 0 32
Houseboat Rental 6 0 6
Fishing Boat Rental 2 0 2
Ski Boat Rental 10 0 10
Kayak/Canoe Rental 12 0 12
Paddle Board Rental 12 0 12
Jet Ski Rental 8 0 8
Deck Cruiser/Pontoon Rental 4 0 4
Kiosk (Boat Ramp Sign) 1 0 1
On-Shore Fuel and/or Sanitary Storage Tank 1 0 1
Fuel Dispensing and/or Sanitary Connection 1 0 1
Fish Cleaning Station 0 2 2
Employee Housing (Park models) 0 10 10
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Table 9-1. Required and Authorized Facilities at Steele Canyon

Additional
Required No. of Authorized No. of
Iltem Units Units Total
Marina Service and Building 1 0 1
Concessionaire Building 0 1 1
Boat Repair, Yard Shop, or Tow Service 0 1 1
Dry Boat Storage (# boats) 0 96 96
Boat Rental Service 1 0 1
Day Use
Individual Day Use Site 10 0 10
Group Day Use Areas 0 1 1
Kiosk (Trail Connection) 0 1 1
Multi-Use Special Events Center 0 1 1
Lake
Boat Exclusion Zone 1 0 1
Amenities
Restaurant 0 1 1
Retail Store 0 1 1
Facilities/Infrastructure
Entry Station 1 0 1
Entry Station Vault Toilet 1 0 1
Comfort Station, toilets only 2 3 5
Comfort Station, toilets and family room 1 2 3
Comfort Station, toilets, family room, and
showers 0 1 1
Comfort Station, toilets, family room, showers,
and laundry 0 1 1
Access Road Close Gate 1 0 1

The following section presents the financials for the proposed development at

Steele Canyon. The subsequent sections include an analysis each of the
recreation services (camping, lodging, boating, and day use services) to provide

information on whether or not the particular service is financially viable.

The majority of facilities for Steele Canyon are proposed to be developed

during Phase 1. The boat launch is proposed for Phase 2 development as well as
additional rental boats for the marina. It is assumed the concessionaire could use

the existing boat launch at Steele Canyon during Phase 1.

The results shown in this chapter assume that a concessionaire operates only the
Steele Canyon Recreation Area and does not have any bundled sites. Therefore
the cost efficiencies described in Chapters 3 and 4 are not accounted for in these

results. Chapter 2 presents overall financials for Spanish Flat as a bundled site

with Spanish Flat.
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9.1 Financial Summary

Table 9-2 presents a summary of the costs and financial evaluation for Steele
Canyon. The total capital investment for Steele Canyon is estimated to be
approximately $21.8 million. Estimated earthwork, including paving and gravel,
costs at Steele Canyon are approximately 26 percent of total capital investment,
water and wastewater infrastructure is 9 percent and electric infrastructure is 7
percent.

The estimated PV of capital costs is $21.1 million, the NPV is approximately
$24.3 million and the IRR is 8 percent.

Table 9-2. Financial Summary Required Services - Steele Canyon

Service
Capital Costs
Camping $77,000
Lodging $4,612,000
Boating $7,475,000
Day Use $48,000
Shared Facilities $647,000
Earthwork $5,611,000
Water and Sewer $1,925,000
Electric $1,484,000
Total $21,881,000
Present Value of Capital Investment $21,079,000
Net Present Value $24,308,000
IRR (%) 8%

Table 9-3 summarizes the estimated annual revenues and operating costs for
Steele Canyon. See the following sections for specific information about each
type of service.

Annual revenues and expenses begin to accrue after construction is complete.
The annual revenues are estimated to be about $2.7 million in Phase 1.
Revenues increase in following years because more services are assumed to be
built in Phase 2 that generate revenue and there would be increased visitation in
future years. Boating generates the most revenue at Steele Canyon.

The annual operating costs are about $970,000 in Phase 1. Annual expenses also
increase in the future because more services come online and some expenses are
calculated as a percentage of revenue.

9-3 — July 2015



Lake Berryessa Concession Infrastructure Design
Financial Feasibility Evaluation Report

Table 9-3. Projected Operating Revenues and Expenses for Steele

Canyon

Phase 1 Phase 2 Phase 3
Operating Revenues
Camping Services $85,000 $89,000 $96,000
Lodging Services $864,000 $903,000 $980,000
Boating Services $1,698,000 $2,472,000 $2,481,000
Day Use Services $6,000 $6,000 $7,000
Total Operating Revenues $2,653,000 $3,470,000 $3,564,000
Operating Expenses
Labor $236,000 $236,000 $237,000
Operating Supplies $158,000 $224,000 $226,000
Utilities/Maintenance $102,000 $132,000 $133,000
Contract, Vehicle, Security Costs $99,000 $121,000 $126,000
Equipment Rental Costs $26,000 $27,000 $30,000
Cost of Sales $186,000 $186,000 $186,000
General & Administrative Expenses $161,000 $185,000 $187,000
Total Operating Expenses $968,000 $1,111,000 $1,125,000
Franchise Fee $27,100 $35,100 $36,100
Net Cash Flow $1,657,900 $2,323,900 $2,402,900

Table 9-4 presents a summary of the pro forma cash flow. Cash flows are
shown every 5 years through the contract term. It is assumed that the Phase 1
services are built over the first two years of the contract term. Revenues and
operating expenses begin in year 3 of the contract term. The total capital
expenditures over the first two years are $18.8 million. The ending balance
represents the cumulative balance of actual cash flow including capital outlays,
revenues, and expenses through the contract term.
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Table 9-4. Pro Forma Cashflow — Steele Canyon, 5-Year Increment

1 5 10 15 20 25 30
Beginning
Balance $0 | -$15,860,000 | -$9,341,000 $1,200,000 | $11,816,000 | $22,431,000 | $33,047,000
Annual
Expenditure
Operating Costs Phase 1 $0 $968,000 $0 $0 $0 $0 $0
Operating Costs Phase 2 $0 $0| $1,111,000 $0 $0 $0 $0
Operating Costs Phase 3 $0 $0 $0| $1,124,000( $1,124,000 $1,124,000 | $1,124,000
Franchise Fee $0 $24,000 $32,000 $33,000 $33,000 $33,000 $33,000
Capital Outlay $9,378,000 $3,125,000 $0 $0 $0 $0 $0
Transfers from Reserve Fund $0 -$239,000 | -$520,000 -$535,000 -$535,000 $0 -$107,000
Rehabilitation Cost $0 $239,000 $520,000 $535,000 $535,000 $0 $107,000
Total Annual Expenditures $9,378,000 $4,118,000 | $1,143,000| $1,157,000| $1,157,000 $1,157,000 | $1,157,000
Present Value of Annual
Expenditures $9,203,000 $3,748,000 $947,000 $872,000 $794,000 $723,000 $658,000
Annual
Revenue
Revenue - Phase 1 $0 $2,653,000 $0 $0 $0 $0 $0
Revenue - Phase 2 $0 $0 | $3,469,000 $0 $0 $0 $0
Revenue - Phase 3 $0 $0 $0| $3,565,000( $3,565,000 $3,565,000 | $3,565,000
Transfers to Reserve Fund $0 -$212,000| -$278,000 -$285,000 -$285,000 -$285,000 -$285,000
Total Revenue with Annual Growth $0 $2,441,000 | $3,192,000 $3,280,000 $3,280,000 $3,280,000 | $3,280,000
Present Value of Annual Revenue $0 $2,222,000 | $2,644,000| $2,473,000| $2,251,000 $2,049,000| $1,865,000
Endin
Balange -$9,378,000 | -$17,537,000 | -$7,292,000 $3,323,000 | $13,939,000 | $24,555,000 | $35,170,000
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9.2 Camping Services Financial Projections

The financial feasibility for camping services is based on the combination of the
projected capital costs, operating costs and revenue. Table 9-1 summarizes the
required and authorized camping services at Steele Canyon.

For camping services only, the PV of capital investment is $150,000, the NPV
is -$1.3 million, and the IRR is also negative. While the capital costs and
operating expenses are low for camping, the inclusion of costs for shared
facilities increases the overall costs and affects these financial indicators (as
discussed below in more detail).

9.2.1 Capital Investment Costs

Table 9-5 presents the capital investment costs for camping services through the
contract term. A portion of earthwork, water, sewer, and electric costs have
been added to the capital investment for camping based on the proportion of
camping costs relative to the total development costs. This may not be
reflective of the actual earthwork or infrastructure needed for the specific
camping services.

Table 9-5. Projected Capital Investment Costs for Camping Services -
Steele Canyon

Total Cost of Required
Facilities
Standard Sites with Utilities $51,000
RV Sites with Utilities $21,000
Camp Host Site with Utilities $5,000
Initial Cost $77,000
Shared facilities $5,000
Earthwork $44,000
Water and Sewer $15,000
Electrical $12,000
Total Camping $153,000

9.2.2 Operating Revenues and Expenses
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Table 9-6 shows annual operating revenue and expenses for Steele Canyon. The
assumptions discussed in Section 4.1 are the basis for the calculation of
revenues and expenses for camping services. Revenues and operating expenses
would begin the year after construction and continue through the service term.
Revenues and operating expenses vary over the three defined phases of the
service term because of usage or occupancy assumptions. Labor expenses for
camping services are high because the expenses includes costs for a site
manager. The manager would be responsible for other services at the recreation
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area, so these costs would be distributed across all services. The cost of sales for
the NBRID services is also included in camping, but this would serve the entire
site. The financial model does not allow for the level of detail to distribute these
costs among different services, so these costs were assigned to camping. In
general, the labor for only servicing camp sites would be low. Because of the
expenses of management labor and cost of sales, the net cash flow for camping
IS negative.

Table 9-6. Projected Operating Revenues and Expenses for Camping

Services - Steele Canyon

Phase 1 Phase 2 Phase 3
Operating Revenues
Standard Sites w/ Utilities $59,000 $62,000 $67,000
RV Sites w/ Utilities $26,000 $27,000 $29,000
Total Operating Revenues
Operating Expenses
Labor $80,000 $80,000 $80,000
Operating Supplies $1,000 $1,000 $1,000
Utilities/Maintenance $9,000 $9,000 $9,000
Contract, Vehicle, Security Costs $4,000 $4,000 $5,000
Equipment Rental Costs $2,000 $2,000 $3,000
Cost of Sales $21,000 $21,000 $21,000
General & Administrative Expenses $23,000 $24,000 $24,000
Total Operating Expenses $140,000 $141,000 $143,000
Franchise Fee $1,000 $1,000 $1,000
Net Cash Flow -$56,000 -$53,000 -$48,000

9.3 Lodging Services Financial Projections

The financial feasibility for lodging services is based on the combination of the
projected capital costs, operating costs and revenue. Table 9-1 summarizes the
required and authorized lodging services at Steele Canyon. There are 12 park
models and 15 cabins. All lodging units are assumed to be built in Phase 1.

For lodging services only, the PV of capital investment is $8.9 million, the NPV
is $6.7 million, and the IRR is 6 percent.

9.3.1 Capital Investment Costs
Table 9-7 presents the capital investment costs for lodging services through the
service term. Similar to camping services, a portion of earthwork, water, sewer,
and electric costs have been added to the capital investment for lodging based
on the proportion of lodging costs relative to the total development costs. This
may not be reflective of the actual earthwork or infrastructure needed for the
specific park models. The park models and cabins do include water, sewer, and
electric hookups for each structure, which add to their overall costs.
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Table 9-7. Projected Capital Investment Costs for Lodging Services -
Steele Canyon

Total Cost of Required
Facilities
Park Models $875,000
Cabins $3,738,000
Initial Cost $4,612,000
Shared facilities $316,000
Earthwork $2,606,000
Water and Sewer $909,000
Electrical $726,000
Total Lodging $9,169,000

9.3.2 Operating Revenues and Expenses
Table 9-8 shows annual operating revenue and expenses for Steele Canyon
lodging services. The assumptions discussed in Section 4.2 are the basis for the
calculation of the revenues and expenses for lodging services. Park models and
cabins generate sufficient revenue and result in a positive net cash flow.

Table 9-8. Projected Operating Revenues and Expenses for Lodging
Services - Steele Canyon

Phase 1 Phase 2 Phase 3
Operating Revenues
Park Models $337,000 $352,000 $382,000
Cabins $527,000 $550,000 $597,000
Total Operating Revenues $864,000 $902,000 $979,000
Operating Expenses
Labor $9,000 $9,000 $10,000
Operating Supplies $8,000 $8,000 $9,000
Utilities/Maintenance $4,000 $4,000 $5,000
Contract, Vehicle, Security Costs $42,000 $44,000 $47,000
Equipment Rental Costs $24,000 $25,000 $27,000
General & Administrative Expenses $17,000 $18,000 $20,000
Total Operating Expenses $104,000 $108,000 $118,000
Franchise Fee $9,000 $9,000 $10,000
Net Cash Flow $751,000 $785,000 $851,000

9.4 Boating Services Financial Projections
Table 9-1 summarizes the required and authorized boating services at Steele

Canyon. Steele Canyon includes both a boat launch and a marina with private
slips and rentals.
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For boating services only, the PV of capital investment is $11.9 million, the
NPV is $19.0 million, and the IRR is 11 percent.

9.4.1 Capital Investment Costs
Table 9-9 presents the capital investment costs for boating services through the
service term. The total capital investment estimated for boating is $12.5 million.
The marina gangway and slips are the largest capital expense for boating
services. The marina would be constructed in Phase 1 but the purchase of boats
for rentals are split among the first two phases. The boat launch is also assumed
for Phase 2 and the concessionaire could use the existing boat launch for the
first few years of operation.

A portion of earthwork, water, sewer, and electric costs have been added to the
capital investment for boating based on the proportion of boats costs relative to
the total development costs. This may not be reflective of the actual earthwork
or infrastructure needed for the specific boating services. Because boating
services are the largest capital investment, the majority of earthwork, water,
sewer, and electric have been assigned to boating services.

Table 9-9. Projected Capital Investment Costs for Boating Services -
Steele Canyon

Total Cost of Required
Facilities
6 Lane Boat Launch $1,773,000
Courtesy Dock $92,000
Marina Access Dock/Gangway with Boat and Houseboat Slips $3,046,000
Kiosk (Boat Ramp Sign) $2,000
On-Shore Fuel and Sanitary Storage Tank $128,000
Fuel Dispensing and Sanitary Connection $54,000
Houseboat $1,500,000
Fishing Boat $25,000
Ski Boat $350,000
Kayak/Canoe $20,000
Paddle Board $7,000
Jet Ski $52,000
Deck Boating/ Pontoon $100,000
Steele Canyon Marina Service and Building $327,000
Initial Cost $7,476,000
Shared facilities $322,000
Earthwork $2,934,000
Water and Sewer $991,000
Electrical $739,000
Total Boating $12,461,000
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9.4.2 Operating Revenues and Expenses
Table 9-10 shows annual operating revenues and expenses for boating services,
not including capital outlays. The boat rental operations generate substantial
revenues. Revenues increase for rentals in Phase 2 because the FFE assumes
more rental boats are bought in Phase 2. The revenues from fuel dispensing and
the sanitary connection are assumed to be primarily fuel sales. Revenues for
boating also include entrance fees of additional visitors into the recreation area
that are not necessarily paying for a particular service. This would mostly
include second cars meeting others for camping, lodging, boating, or day use
activities. This revenue could be assigned to other services, but the financial
model does not allow for that level of detail, so revenues were included for
boating.

The total annual operating expenses for the boating facilities is estimated to be
approximately $722,000 in Phase 1 and increase in future phases because more
facilities are constructed and some expenses are calculated as a percentage of
revenue. Labor is relatively high for boating because it includes marina staff,
entrance station staff, and staff time for maintaining comfort stations. The cost
of sales is fuel purchases.

Table 9-10. Projected Operating Revenues and Expenses for Boating
Services - Steele Canyon

Phase 1 Phase 2 Phase 3

Operating Revenues

Boat Ramp $0 $176,000 $184,000
Boat Slips $415,000 $415,000 $415,000
Houseboat Slips $117,000 $117,000 $117,000
Fuel Dispensing and Sanitary Connection $231,000 $231,000 $231,000
Houseboat Rental $198,000 $396,000 $396,000
Fishing Boat Rental $11,000 $11,000 $11,000
Ski Boat Rental $432,000 $540,000 $540,000
Kayak/Canoe Rental $21,000 $62,000 $62,000
Paddle Board Rental $21,000 $62,000 $62,000
Jet Ski Rental $117,000 $234,000 $234,000
Deck Boat/ Pontoon $90,000 $180,000 $180,000
Entrance Fees $45,000 $47,000 $49,000
Total Operating Revenues $1,698,000 $2,471,000 $2,481,000
Operating Expenses

Labor $146,000 $146,000 $146,000
Operating Supplies $150,000 $215,000 $216,000
Utilities/Maintenance $88,000 $117,000 $118,000
Contract, Vehicle, Security Costs $53,000 $73,000 $73,000
Cost of Sales $165,000 $165,000 $165,000
General & Administrative Expenses $120,000 $143,000 $144,000
Total Operating Expenses $722,000 $859,000 $862,000
Franchise Fee $17,000 $25,000 $25,000
Net Cash Flow $959,000 $1,587,000 $1,594,000
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9.5 Day Use Financial Projections

Table 9-1 summarizes required and authorized day use services at Steele
Canyon. The only required day use services are 10 individual day use sites and
a boat exclusion area.

For day use services only, the PV of capital investment is $93,000, the NPV is
$1,000, and the IRR is 2 percent.

9.5.1 Capital Investment Costs
Table 9-11 presents the capital investment costs for the day use services. Day
use sites are not a significant portion of the total capital costs of the Steele
Canyon development. The boat exclusion area is included in day use services,
but could also serve camping and lodging services. A portion of earthwork,
water, sewer, and electric costs have been added to the capital investment for
day use services based on the proportion of day use costs relative to the total
development costs. This may not be reflective of the actual earthwork or
infrastructure needed for the specific day use services.

Table 9-11. Projected Capital Investment Costs for Day Use Services -
Steele Canyon

Total Cost of
Required Facilities
Individual Day Use Sites $42,000
Boat Exclusion Area $6,000
Initial Cost $48,000
Shared facilities $3,000
Earthwork $27,000
Water and Sewer $9,000
Electrical $8,000
Total Day Use Services $95,000

9.5.2 Operating Revenues and Expenses
Table 9-12 presents annual operating revenues and expenses for day use
services. Labor costs for the day use sites are minimal. The cash flow does not
consider capital outlays.
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Table 9-12. Projected Operating Revenues and Expenses for Day Use
Services - Steele Canyon

Phase 1 Phase 2 Phase 3
Operating Revenues
Individual Day Use Sites $6,000 $6,000 $7,000
Total Operating Revenues $6,000 $6,000 $7,000
Operating Expenses
Labor $100 $100 $100
Utilities/Maintenance $100 $100 $100
Contract, Vehicle, Security Costs $1,000 $1,000 $1,000
Equipment Rental Costs $300 $300 $400
General & Administrative Expenses $300 $300 $300
Total Operating Expenses $2,000 $2,000 $2,100
Franchise Fee $100 $100 $100
Net Cash Flow $3,900 $3,900 $4,800

9.6 Sensitivity Analyses

9.6.1 Discount Rate

The first sensitivity analysis is calculating the NPV with a 4 percent discount
rate. The NPV is initially calculated using a 1.9 percent discount rate, as
identified by the Office of Management and Budget for government invested
projects. A sensitivity analysis was conducted using a higher discount rate in the
event that a private concessionaire is looking for a higher rate of return. Note
that the IRR on a project is the rate of return at which the NPV equals zero, or
the project’s cash flows are equal to the project’s costs. Therefore, the IRR
remains the same at both discount rates tested in this sensitivity analysis. The
IRR for Steele Canyon is estimated to be 8 percent.

At a 1.9 percent discount rate, the NPV at Steele Canyon is $24.3 million over
the 30 year contract. At a 4 percent discount rate, the NPV at Steele Canyon is
$12.9 million.

9.6.2 Debt Financing
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This sensitivity analysis is considering debt financing in the event that the
concessionaire does not invest in the entire project up front. The debt financing
sensitivity analysis assumes the concessionaire finances 25 percent up front and
borrows the rest at a 5.5 percent interest rate for a 20 year term. This is further
explained in Chapter 4.

Under a full cash financing scenario, the NPV at Steele Canyon is $24.3 million
over the 30 year contract and the IRR is 8 percent. Under the debt financing
scenario, the NPV at Steele Canyon is $17.7 million and the IRR is 5 percent.
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9.6.3 RAFI and Personal Property Funds
This sensitivity analysis estimates how changes in RAFI and personal property
fund deposits affect the IRR and ability to pay for replacement of facilities. The
results for the financial evaluation shown in previous sections assumes a 3
percent RAFI and 5 percent personal property fund. This sensitivity analysis
varies the percentages of the personal property fund from 3 to 7 percent of total
revenue and the RAFI fund at 3, 5, and 7 percent of revenue. The sequence of
withdrawals and deposits from the fund are not changed. Figure 9-1 shows the
changes in IRR with the relative to changes in the percentages for the RAFI and
personal property funds. The IRR varies between 6.7 percent when the RAFI
and personal property funds are at 7 percent and 8.1 percent when the RAFI and
personal property funds are at 3 percent.

When the RAFI is set at 5 percent, the total contribution to the fund over the
contract term is $4.8 million, which covers about 22 percent of the total
investment. If the RAFI is set at 7 percent, the fund accumulates $6.8 million
and covers about 31 percent of the total investment.

The FFE only includes specific estimates for rental boats as personal property.
The evaluation does not go into more cost detail on other personal property. If
the personal property fund is set at 3 percent, it accumulates $2.9 million over
the contract term and covers about 62 percent of the replacement costs of rental
boats, if houseboats are replaced twice and other boats are replaced three times
during the contract term. At 5 percent, the personal property fund accumulates
$3.9 million and covers 83 percent of the replacement costs of rental boats.
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Figure 9-1. Steele Canyon: Changes in IRR with Changes in RAFI and
Personal Property Fund
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