“FOR INFORMATION ONLY”

DATE: MARCH 10, 2016
TO: BOARD OF HARBOR COMMISSIONERS

SUBJECT: FINANCIAL PERFORMANCE RESULTS FOR
FISCAL YEAR 2015/16 ENDED FEBRUARY 29, 2016

Financial performance results for the first eight months of Fiscal Year 2015/16 have
been provided below and have been summarized relative to both budget and prior year.
Cargo volumes (as measured by TEUs or twenty-foot equivalent units) in the month of
February increased 42.0% relative to February 2015 such that cargo volumes for the
Fiscal Year-to-Date (FYTD) period are 6.7% above the prior FYTD period. However, it
is worth noting that prior year cargo volumes, particularly cargo volumes observed in
January and February 2015 had been severely negatively impacted by congestion
throughout the San Pedro Bay port complex. In summary, performance results for the
Harbor Department are as follows:

Actuals Actual-to- Year-on-Year
FYTD February 2016 | (Gargo Volumes in Budget Comparison
Thousands, $ in )
Mitlions) Comparison

5675 4 46% A 67%
$279.3 4+ 28% 4 28%
$131.7 & (131%) 4 48%
$147.6 % 230% 4 11%
$ 433 ® 245%  §(34.9%)

FYTD total Operating Revenues have increased relative to budget as all revenue
categories currently exceed their respective FYTD budgets. Despite the continuance of
reduced volumes at terminals with higher TEU rates and increased volumes at terminals
with lower TEU rates, Shipping Services revenues exceeded its FYTD budget due to
the aforementioned higher FYTD cargo volumes. In addition to the favorable impact of
higher Shipping Services, total Operating Revenues further benefitted from higher than
budgeted Rental revenues, one-time settlements related to the September 2014 Pasha
terminal fire and higher parking fees. Relative to prior FYTD results, total Operating
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Revenues increased as higher wharfage, the receipt of one-time insurance proceeds
and higher land rental rates were only patrtially offset by the recording of one-time catch-
up payments in the prior fiscal year as well as lower utility reimbursements and lower
space assignment revenues in the current fiscal year.

Despite higher than budgeted City Services, total FYTD Operating Expenses ultimately
fell 13.1% below budget due to lower average headcount, lower than budgeted
electricity expenses as well as timing differences with respect to outside services and
other operating expenses. Total FYTD Operating Expenses have increased by 4.8%
relative to the prior fiscal year as Memorandum of Understanding salary increases,
lower salary/outside services/overhead capitalization and higher city services
expenditures more than offset salary savings from lower average headcount.

Relative to budgeted figures, the combination of lower total Operating Expenses and
higher total Operating Revenues favorably impacted margins such that FYTD operating
margins were reported at 52.8% versus a budget of 44.2%. It is important to note that
as vacancies are filled, and, as timing issues with respect to outside services and other
operating expenses are resolved, total Operating Expenses may approach budget as
FY 2015/16 progresses. Furthermore, as evidenced by City Services exceeding budget
on a FYTD basis, we anticipate requesting a budget transfer to fund any anticipated
shortfalls within the City Services account prior to the June 30 fiscal year end.

Capital Improvement Program (CIP)

CIP spending for the FYTD period ended February 29, 2016 based on internal
estimates reached $94.4 million or about 47% of the total $198.8 million CIP adopted
budget. Total projected Harbor Department CIP spending is currently expected to fall
below the total CIP adopted budget by fiscal year-end.

EU . SEROKA
Executive Director

Transmittals:

1. TEU Throughput Comparison — FYTD February 2016

2. Actual-to-Budget FY 2015/16 — February

3. Year-to-Year Performance Report YTD February 29, 2016 and February 28, 2015

Author: M. Marchese
ﬁLMB:MM/Finance
cc: Deputy Executive Directors
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