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DATE: JANUARY 16, 2015
TO: BOARD OF HARBOR COMMISSIONERS

SUBJECT: FINANCIAL PERFORMANCE RESULTS FOR
FISCAL YEAR 2014/15 ENDED DECEMBER 31, 2014

Through the first half of Fiscal Year (FY) 2014/15, container cargo volumes (as
measured by TEUs or twenty-foot equivalent units) continue to exceed prior year
figures. However, congestion and chassis deployment issues reduced the year-on-year
volume growth comparisons from 3.6% year-to-date November to 3.1% year-to-date
December. Transmittals 1, 2 and 3 provide financial performance results, and the chart
below summarizes those results:

Actuals Actual-to- Year-on-Year
FYTD December 2014 | (Cargo Volumes in Budget Comparison

ousands, $ in 5

Millions Comparison
Container Cargo s B
Operating Revenues* $ 211.8 § (0.5%) * 7.7%
Operating Expenses* $ 934 & (8.6%) $ (2.7%)
Operating Income $ 118.5 4 6.9% * 17.7%

$ 58.6 1 16.3% T 85.7%

*Note: Operating Expenses include $6.7 million in electricity expenses, of which $4.9 million are AMP-related. The majority
(about 98%) of AMP electricity expenses are reimbursed by AMP-capable customers and reflected in Operating Revenues.

One-time compensation adjustments, higher license fees, and utility reimbursements
from customers of the Alternative Maritime Power™ (AMP™) program drove fiscal year-
to-date (FYTD) Operating Revenues up 7.7% relative to prior year.

While TEU volumes were higher year-on-year, the trend indicated in the November and
October reports of reduced volumes at terminals with higher TEU rates and increased
volumes at terminals with lower TEU rates continued. This resulted in lower Shipping
Services revenues both year-on-year and compared to budget. One-time revenue
events helped offset lower Shipping Services revenues year-on-year, but were
insufficient to help meet the budgeted level of revenues. The current expectation is that
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the current deployment of container ships will continue and if the congestion problem
can be resolved in the short term, one would reasonably expect Shipping Services
revenues to increase given the higher volume. However, if volumes continue to slide,
when combined with the lack of throughput, we would expect the trend of declining top
line revenue to continue.

Operating Expenses were down 2.7% year-on-year as lower average headcount, timing
of expense recognition and higher indirect overhead capitalization more than offset
Memorandum of Understanding salary increases, lower direct salary capitalization, and
higher electricity costs related to AMP™. For the latter, AMP™ costs are paid by the
City of Los Angeles Harbor Department (Harbor Department), and approximately 98%
of these costs are reimbursed by customers. Relative to budget, Operating Expenses
were 8.6% below budget as higher AMP™ electricity costs were more than offset by
lower salaries, higher indirect overhead capitalization and timing of expense recognition
and capitalization.

Ongoing monitoring of changes affecting container traffic will continue, and any changes
in Operating Revenue projections will be reported accordingly.

Capital Improvement Program (CIP)

CIP spending for the FYTD period ending December 2014 based on the general ledger
reached $101.2 million or about 36% of the total $281.0 million CIP adopted budget.
The Harbor Department is projecting to spend at or below the total CIP adopted budget

by fiscal year-end.

ENE D. SEROKA
Ex cutive Director

Transmittals:

1. TEU Throughput Comparison — FYTD December 2014

2. Actual-to-Budget FY 2014/15 — December

3. Year-to-Year Performance Report YTD December 31, 2014 and 2013

Author: M. Marchese

AIC:MB:MM/Finance
cc: Deputy Executive Directors
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