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“FOR INFORMATION ONLY”

DATE: FEBRUARY 13, 2015
TO: BOARD OF HARBOR COMMISSIONERS

SUBJECT: FINANCIAL PERFORMANCE RESULTS FOR
FISCAL YEAR 2014/15 ENDED JANUARY 31, 2015

Overall congestion within the Port complex significantly drove down January container
cargo volumes (as measured by TEUs or twenty-foot equivalent units) such that year-to-
date Fiscal Year (FY) 2014/15 volumes are now below budget and prior year-to-date
figures. Transmittals 1, 2 and 3 provide financial performance results, and the chart
below summarizes those results:

Actuals Actual-to- Year-on-Year
FYTD January 2015 | (Gargo Volumes in Budget Comparison
ousands, $ in =
Millions Comparison

$ 242.1 & (4.1%) + 41%
$ 108.1 ¥ (133%) § (3.0%)
$ 134.0 + 49% @ 105%
(Netincome  JRERNGLNC % 148% @ 61.0%

*Note: Operating Expenses include $6.9 million in electricity expenses, of which $5.1 million are AMP-related. The majority
(about 98%) of AMP electricity expenses are reimbursed by AMP-capable customers and reflected in Operating Revenues.

As previously mentioned in each of our monthly financial reports spanning the last 3
months of calendar year 2014, reduced volumes at terminals with higher TEU rates and
increased volumes at terminals with lower TEU rates have continued to drive down
Shipping Services revenues relative to budget and prior year. Congestion continues to
play a significant role in delaying container vessels from making their scheduled
January calls, which in turn also delays the processing and invoicing of associated
cargo. Although one-time revenue “catch-up” billings related to compensation resets in
certain leases have mitigated this lower level of Shipping Services, fiscal year-to-date
total Operating Revenues continue to fall short of budget. We expect that total
Operating Revenues for FY 2014/15 will be in line with budget as full year
compensation adjustments are reconciled and invoices continue to be issued and
processed as cargo is unloaded.
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SUBJECT: FINANCIAL PERFORMANCE RESULTS

We will continue to monitor container traffic; however, if ongoing labor negotiations,
chassis deployment and other congestion-related logistical issues impacting the
servicing of shipping alliances and bigger ships are not resolved in the short term, total
fiscal year Operating Revenues could potentially fall short of our annual budget.

Operating Expenses were down 3.0% 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™. Relative to budget, Operating Expenses were
13.3% below budget due to lower than budgeted salaries, higher indirect overhead
capitalization and timing of expense recognition and capitalization.

It is important to note that the fiscal year-to-date total Operating Expense budget
through January was increased following a budgetary transfer for unbudgeted AMP™
expenses. |n addition, based upon calendar year 2014 TEU counts, we estimate that
the Port's obligations under the Ocean Common Carrier Incentive Program (Carrier
Incentive Program) will be $10.5 million. As the FY 2014/15 Adopted Budget included a
provision of only $3.5 million related to the Carrier Incentive Program, we anticipate
submitting a separate board report requesting a budgetary adjustment to Operating
Expenses to fund any differential between the initial provision of $3.5 million and the
final cost of the Carrier Incentive Program.

Capital Improvement Program (CIP)

CIP spending for the FYTD period ending January 2015 based on internal estimates
reached $102.7 million or about 37% of the total $281.0 million CIP adopted budget.
The Harbor Department is projecting to spend between 80% and 85% of the total CIP
adopted budget by fiscal year-end.

EUGENE D. SEROKA
Executive Director
Transmittals:
1. TEU Throughput Comparison — FYTD January 2015
2. Actual-to-Budget FY 2014/15 — January 2015
3. Year-to-Year Performance Report YTD January 31, 2015 and 2014

Author: M. Marchese

MB:MM/Finance A/ -
cc: Deputy Executive Directors
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