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The Port of Hueneme (Port) is the only deep water harbor between Los Angeles and the San Francisco Bay
area and is a US Port of Entry. The Port plays a vital role in the intermodal logistics supply chain and is critical
to the economic vitality of Ventura County and Southern California. The Port supports the transport of over
$9 billion in cargo, generates a $1.1 billion economic impact, and provides more than 10,000 direct, indirect,
induced and influenced jobs regionally. The niche markets that the Port serves include the import and export
of automobiles, non-automotive roll-on roll off cargo, project cargo, fresh produce and liquid bulk. Its unique
positioning near the Santa Barbara Channel and fertile fishing grounds has made the Port the primary support
facility for the offshore oil industry in California's Central Coast region and an active squid offloading hub. In
fiscal year 2015, the Port handled over 1.5 million metric tons of cargo transported on calls from over 350
deep draft ocean-going vessels. This strong performance generated the Port’s highest revenue year in its 78
year history.
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Issued November 30, 2015

FY 2015 PORT
PERFORMANCE
ANALY SIS

The following report provides a comprehensive review of the Port's performance for Fiscal Year 2015.
The information provided supports the conclusions outlined in the Fiscal Year 2015 Audit
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Oxnard Harbor District Mary Anne Rooney Commissioner

November 30, 2015

To the Board of Harbor Commissioners of the
Oxnard Harbor District
Port Hueneme, California

Dear:

Commissioner Jess Herrera, President
Commissioner Dr. Manuel M. Lopez, Vice-President
Commissioner Arlene N. Fraser, Secretary
Commissioner Jason T. Hodge

Commissioner Mary Anne Rooney

State law requires that every general-purpose government publish within six months of the close of
each fiscal year a complete set of audited financial statements. This report is published to fulfill that
requirement for the fiscal year ended June 30, 2015.

The Chief Executive Officer, and the Chief Officer of Finance and Administration, along with the rest of
the entire management team assume full responsibility for the completeness and reliability of the
information contained in the Management’s Discussion and Analysis (MD&A) and Financial Statements,
based upon a comprehensive framework of internal control that it has established for this purpose.
Because the cost of internal control should not exceed anticipated benefits, the objective is to provide
reasonable, rather than absolute, assurance that the financial statements are free of any material
misstatements.

The Pun Group, LLP, has issued an unmodified (“clean”) opinion on the Port’s financial statements for
the year ended June 30, 2015. The independent auditor’s report is located at the front of the financial
section of this report.

A comprehensive FY 2015 Port Performance Analysis immediately follows this letter and provides a
narrative introduction, overview, and analysis of the basic financial statements. The MD&A
complements this letter of transmittal and should be read in conjunction with it.

Sincerely,
Kristin Decas Andrew Palomares
CEO & Port Director Chief Finance & Administrative Officer



Port of Hueneme Profile

The Port of Hueneme, an official US Port of Entry located within Ventura County, is one of the eleven
California deep water seaports vital to the statewide economy. Serving as a priority hub in the state’s
intermodal transportation network, the Port provides the County with competitive advantages to attract
business investment and create jobs. Over $9 billion in cargo moves through the Port generating a $1 billion
economic impact and impacting over 10,000 trade related direct, induced, indirect and influenced jobs. Trade
activity of the Port generates $69 million in state, county and local tax revenues to support vital community
services.

The Oxnard Harbor District (District) is a political subdivision
of the State of California and operates as an independent
pa special district. The District owns and manages the
N | CITY OF OXNARD commercial Port of Hueneme. The District was created in
; ' 1937 pursuant to authority of the State of California Harbors
] | and Navigation Code, the state legislation that provides for
' i the formation and governance of Harbor Districts (Section §

CITY OF | i 71 6000 et. aI).
PORT HUENEME |

o
BEACH.
COMMUNITIES

A five-member Board of Harbor Commissioners, elected at
large from the District, sets the policies for the Port of
Hueneme. The District's current political boundaries are
comprised of the City of Oxnard (population 201,500), the City of Port Hueneme (population 22,399) and
some unincorporated areas within Ventura County. Each Harbor Commissioner is popularly elected for a four
year term by the voters of the Oxnard Harbor District as defined by the Local Agency Formation Commission
(LAFCO) and includes the City of Port Hueneme, the City of Oxnard and incorporated beach communities in
Ventura County. Their terms are staggered to maintain a level continuity in Board leadership across elections.
The day-to-day business operations of the District [Herein called the Port] are administered by the CEO and
professional staff.

The Port is empowered to acquire, construct, own, operate, control or develop any and all harbor works or
facilities necessary to the efficient undertaking of its mission. The Port prepares and controls its own budget,
administers and controls its fiscal activities, and is responsible for all Port construction and operations.

The Port does not assess taxes for operations or capital expansion. Port operating expenses are funded by
the revenues generated by tariff charges, lease and other contract revenues assessed upon Port users. Port
Terminal Tariff No. 7, as amended from time to time sets forth the rules, regulations and fees applicable to the
use of Port facilities. The Port has long-term contracts with customers that provide for minimum guarantees
and incentives for increased cargo throughput.

Pursuant to the California Harbors and Navigation Code, the Port adopts an operating budget, including a
capital plan and a debt schedule for each fiscal year (July 1 through June 30). Annually the Port engages an
independent auditor to audit the fiscal year-end financial statements.

FY 2015 Cargo Performance

The Port realized the highest ocean cargo performance year in its 78 year history achieving all time increases
in import/export trade. This represents a steady trend in growth following the 2009 recession. The Port’'s June
30, 2015 operating revenues reached an all-time record high of $15,867,656 for a 10.9% increase over fiscal
year 2014.

The charts in next page highlight the overall performance of the Port in fiscal year 2015 compared to fiscal
year 2014. The Port’s high productivity level is accounted for by a number of performance based factors, but
primarily as a result of increased roll-on roll-off automotive throughput for imports.
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Cargo Trends

The historical trend of increased operating revenues over the Port’'s 78 year history combined with controlled
expenses demonstrates the sound fiscal management employed by the Port. Over the past ten years, the
Port’s ocean freight operating revenues have been driven by the automobile cargo and fresh produce cargo.
These two business sectors generate over 77% of the Port’s operating revenues from cargo throughput.

Year End Comparison Approximate Fiscal Year

Import Activity

Fiscal Year 2015 to 2014

2015 Tonnage

Auto Imports A 14.6 300,160
Heavy Equipment Imports Vv 1.3% 32,733
Fruit & Vegetables Imports A 12.4% 116,673
Banana Imports A 0.01% 655,643
Fertilizer Imports A 15.0% 140,000
Export Activity
Auto exports: VY 26.6% 20,922
Heavy Equipment Exports V¥ 5.8% 10,820
Fruit &Vegetables Exports
(Apples, Pears, Oranges, Grapes, A 231% 37,908
Stone Fruits, Vegetables)
Import/Export Combined
General Cargo Imports
(Not specific cargo as identified A 57.8% 176,133
in the Port’s Tariff No. 7)
Shallow Draft Cargo
Fish, lube oil, and vessel fuel A 4.2% 28,400
Domestic
Offshore Oil Domestic Vv 3.8% 55,511
Grand Total A 10.6% 1,574,903
FY 2014 FY 2015 % Increase
Metric Tons: 1,423,893 1,574,903 A10.6%
Revenue: $14,309,929 $15,867,656 A10.9%
$16,000,000 - 1,700,000
$15,000,000 - 1,600,000
$14,000,000 +— 1,500,000
$13.000,000 1— FY 2014 1,400,000 FY 2014
’ ’ 1,300,000
$12,000,000 +— = FY 2015 1,200,000 = FY 2015
$11,000,000 -+— 1,100,000
$10,000,000 - 1,000,000

Revenue

Metric Tons



Ro-Ro Import / Export Trade

Roll on - Roll off (Ro-R0) imports and exports represent the
highest commodity by value handled at the Port with
automobiles representing the highest volume. The Port holds
contracts with three world-class vehicle distribution and
manufacturing companies for the handling of vehicles. These
companies and their partners process vehicles prior to delivery
to dealerships as well as coordinate inland transportation. The
three vehicle distributors include Wallenius-Wilhelmsen o . ;
Logistics (WWL), BMW of North America with assistance from — I
Amports, and Glovis America, Inc. These companies make the
Port of Hueneme an important West Coast gateway for the | g
import and export of automobiles and other rolling stock. The LENlUs WILKELMSEN
Port has dedicated approximately 34-acres of terminal land for
use by its Ro-Ro customers and stages automobiles in over
8,000 bays.

The Port of Hueneme's prime geographic location (close to the

Southern and Northern California automobile markets and the Los Angeles metro area), the Port’s significant
handling capacity and the processing companies’ efficient productivity set the competitive advantages of the
Port to serve as an important automotive gateway center. Automobiles contribute the greatest percentage of
operating revenue to the Port at 55% in fiscal year 2015.

The Port’s strong automobile business in fiscal year 2015, is a

result of the recovery from the global financial slowdown which AUTO TONNAGE 2006-2015
depressed volumes during fiscal years 2007 through 2009.

During FY 2015 total automobile business was at an all-time B Imports B Exports
high of 321,082 units. 350,000

The growth of the Port’s auto sector is attributed to pent-up- 300,000 -

demand for new vehicles. The average life of vehicles in the 250,000 -

United States is 11.5 years, thus auto manufacturers project 200,000 -

moderate growth in demand for new vehicles in 2016 as well. 150,000 -

The Port of Hueneme has increased its productivity and 100,000

throughput of high inventories in the auto segment of its 50,000 -

business, thus allowing its core auto customers to deliver more - 4

vehicles to distribution centers and dealerships. The Port’s
projection for the automobile sector in FY 2016 is points to
another record year. However, other Ro-Ro business mostly
consisting of construction, agricultural and mining equipment
was mostly flat with 1.3% decrease over last year.

2006
2007
2008
2009
2010
2011
2012
2013
2014
2015

Despite a strong US dollar export activity is forecasted to grow over the next several years. Projected
increases in demand from Asian markets will result in US auto manufacturers becoming net exporters.
Customers are providing cargo forecasts that demonstrate an expected continued increase in automobile
throughput at the Port. The auto tonnage chart demonstrates the performance of the automobile industry over
a time period from 2006 through 2015, and shows the year over year growth since 2009.

The world’s leading auto manufacturers have increased foreign direct investment in Mexico for their vehicle
business. They are building and expanding engine and transmission factories throughout Mexico and the
country’s auto production has become a prime location for shipping exports into the United States. 70% of
manufactured vehicles in Mexico are planned for export to the US.
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Projected increases in Mexican domestic demand and continued growth in export volumes is expected to
grow Mexico’s light vehicle industry by nearly 70% by 2020. The Port of Hueneme is home to large
distribution and processing centers for major auto manufacturers that will be able to handle the influx of short
sea shipping auto volumes from Mexico into the US West Coast via Ro-Ro vessels.

As part of the Port’s capital improvement plan, the Port will be deepening its depth from 35 feet to 40 feet.
The deeper water will allow the Port to handle deeper draft Ro-Ro vessels and creates the very real potential
for increased business in non-automotive cargoes as well.

Agriculture Sector Import / Export Trade

In 1978 Del Monte began a weekly service to the Port of Hueneme for the import of bananas and tropical fruit
from Latin America.

Since the initiation of Del Monte’s break bulk terminal
operations, the Port has built two on-dock refrigerated
transit facilities to support the import / export of fresh fruit
products. One of the facilities is used by Del Monte for
handling bananas, pineapples, melons and other tropical
fruits. The Port’s other refrigerated transit facility was
built in association with Sunkist Growers Inc. and Cool
Carriers of North America in 1992. This facility is
currently operated under the Cool Carriers name,
although several ownership changes have occurred over
the years. Cool Carriers is now owned by Baltic Reefers,
a company specializing in refrigerated vessel operations.
Currently Cool Carrier’s refrigerated warehouse space is
underutilized as Chiquita has transitioned from break-
bulk freight to containerized freight and no longer uses
the cold storage sheds. The Port is assessing the
appropriate capital improvements to the terminal to allow
for growth potential. Combined the Port has 256,000
square feet of refrigerated terminal space available for
fresh fruit importers and exporters. Bananas and fresh
fruit comprise the single largest commodity type handled at the Port of Hueneme. The Port handled 655,643
tons of bananas and 154,581 tons of fresh fruit accounting for 21% of the Port’s operating revenue in fiscal
year 2015.

Consistent with the Port’s projections the banana business remained relatively stable. Banana imports were
unchanged from last year for Port customers Del Monte and Chiquita combined. Through its marketing and
business development efforts the Port of Hueneme and its customers targeted diversification of the niche fruit
cargo segment and were able to secure the return of California grown citrus for exports to Japan and Korea
as well as grapes and blueberries imports from South America. The fresh fruit tonnage was welcomed at the
Port of Hueneme during a period of congestion on the US West Coast and was handled with priority care.
The ongoing labor-management dispute in the early months of 2015 impacted productivity of most ports along
the West Coast. The Port of Hueneme performed strongly despite the labor-management dispute and
congestion challenges faced by many of the west coast ports. The Port realized historic all-time record growth
in other fresh fruit and vegetable commodities with activity up 12.4%, and a large increase of over 231% in
exports.

The overall fresh produce cargo market has increased steadily over the past 10 years despite the variation in
commodity type handled by Port customers. Steady volumes in the banana trade and other fresh fruit activity
highlighted the performance of the Port’s niche in perishable commodities. Today, the Port’s fresh produce
continues to be driven by the banana and tropical fruit import trade with Central and South America.
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The West Coast banana trade is divided between two primary ports: the Port of Hueneme and the Port of San
Diego. While there will continue to be pressures placed on the banana supply chain to convert palletized, non-
containerized fresh produce to fully containerized fruit, the market demand for this product is very suitable for
the Port of Hueneme’s niche market. The sale of products by banana importers free on board (FOB) at the
port-of-entry, makes the highly congested general cargo container terminals in Los Angeles and Long Beach
less competitive than the specialized terminals in Hueneme and San Diego. The Port has handled fresh fruit
products for over thirty years and it is anticipated that while product mix, origin, and cargo handling modes
may change, this cargo will remain a sustainable and growing product line.

The Port has adapted operations to service containerized banana imports, a shipping mode that is making up
an increasing share of the business. Today, Chiquita has gone to a fully containerized service, while Del
Monte continues both break-bulk (palletized) and containerized operations. The Port is preparing for the
future to remain competitive in its fresh fruit niche. As part of its capital planning process, the Port is gearing
up for infrastructure investments to maximize its ability to handle both break-bulk and containerize freight.

The Port’s industrial property (Arcturus Station) along Arcturus Avenue has also helped the Port’s property
management revenues grow. This site is now leased to Channel Islands Logistics to support Del Monte’s off-
port logistics. Channel Islands Logistics also owns its own property to support this trade offering fumigation
services to Port of Hueneme fresh fruit customers.

Fertilizer Import Trade

In 1998, the Port entered into a lease for the distribution of liquid fertilizer. Today, Yara North America, one of
the world's largest fertilizer suppliers, operates a state-of-the-art automated terminal at the Port of Hueneme
for distribution of fertilizer and fuel additives to the agriculture industry in the surrounding area.

Yara North America (YARA) providing fertilizer and environmental solutions products experienced growth in
their business segments which represented a 15% volume increase over last year. The company’s on-port
storage capabilities allowed customer deliveries to continue at a high and steady rate. The significant
majority of the Port’s revenue from YARA comes from its lease agreement. YARA makes up for 1.3% of the
Port’s revenue.

With the execution of a long term (30-year) agreement with Yara North America (YARA), the Port diversified
its cargo mix and respective revenues by including liquid bulk fertilizer products. The Port is working with
YARA on potential expansion opportunities, including on-dock rail services. Based on the company’s record
increases, it is forecasted that YARA will continue to see increases in product volumes. The liquid fertilizer
market represents a significant growth opportunity at the Port of Hueneme. Select infrastructure modifications
could result in greatly increased throughput and business expansion for this product line.

General Cargo Trade

The Port continued to see significant growth in general cargo (also referred to as project cargo) realizing a
57.8% increase of imports and exports combined. Some of the largest income generators include the
throughput of specialized building materials; industrial components such as transformers, autoclaves and
reactors; boats; and large machinery such as cranes and excavators which are shipped disassembled.



Domestic Trade

Offshore Oil Support

The Port of Hueneme through its customers,
Exxon, Freeport McMoran, DCOR and Venoco
provide essential support services for the
offshore oil industry in the Santa Barbara
channel. Work boats supply offshore rigs and
platforms with drill pipe, cement, water, fuel
and other necessary equipment for operations.
Crew boats transport workers to and from the
platforms along with supplies necessary for
extended living on the platform rigs. This
business has historically supported
approximately 5% of Port revenue however
the Port has seen a significant decline in this
revenue beginning June 2015 when Exxon
Mobil decided to halt 3 oil platform operations
due to a pipeline spill impacting the Santa
Barbara Channel. The projection for this
segment of the business is to see a temporary
drop in revenue of 30% during 2016 fiscal
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year. Other than Exxon Mobile, the offshore oil business is forecasted to remain stable in fiscal year 2016.

Fishery

The Port of Hueneme also has a vibrant squid fishery, a seasonal business generally starting slow in the
spring and peaking in the fall through the end of the year. Fishing boats work at night, delivering their catch in
the early morning hours to the Oxnard Unloading Services LLC. a co-op that unloads and delivers to
processing plants throughout southern and central California. The squid industry supports approximately
1,400 jobs. The squid business saw a decline during the fiscal year due to weather related changes in the industry.
Squid catches remain unpredictable due to the highly variable nature of the industry, which can be impacted by even
minor changes in ocean temperature. The offshore squid fishery business is forecasted to remain stable and in fiscal

year 2016.



Niche as a Southern California Port

The Port of Hueneme strategically located in Ventura County,
California lies approximately sixty miles north of downtown Los
Angeles. The Port serves as one of California’s eleven deep water
ports identified as a key natural resource for the State of California.
It is one of four deep water ports located in Southern California.
Combined, the Southern California ports handle in excess of 319
million metric revenue tons of general cargo. The Port of Hueneme
is one of the three commercial seaports associated with the Los
Angeles/Long Beach gateway. This gateway represents one of the
nation’s largest commercial seaport complexes.

As the Ports of Los Angeles and Long Beach focus their operations
to accommodate the larger container vessels calling on the West
Coast, the Port of Hueneme continues to specialize in fresh fruit ,
general cargo (project cargo), roll-on roll-off cargo (automotive and
high and heavy), and liquid bulk. With the trending of refrigerated
cargo to containerized freight, the Port has adapted and handles
smaller containerized freight with mobile shore side cranes. This
flexibility gives the Port a competitive advantage and provides the
opportunity for growth in the Latin American trade lanes. Overall, the
specialized market sector focus coupled with a core customer base
has played a vital role in the Port’s recovery from the recession and
the all-time highs the Port has achieved over the last two fiscal years.
Since the Southern California gateway was adversely effected by the
recent global recession’s impact on trade, the economic forecast for
this gateway shows that recovery of trade began in fiscal year 2010
with year over year increases in cargo throughput. This trend has
continued into fiscal year 2014 and has continued into fiscal year
2013. Additionally, the recent spike in US exports has resulted in new
cargo opportunities for the gateway.

The California Ports

The California Association of Port Authorities (CAPA) represents
eleven commercial deep water ports within the State. California has
seen dramatic increases in trade. In fiscal year 2001, the California
ports handled 215 million revenue tons of general cargo, and by fiscal
year 2007 this number increased to over 332 million tons. More than
40% of the total containerized cargo entering the United States arrives
at California ports and almost 30% of the nation’s exports flow through
the state’s ports. Trade is a major economic engine in California,
responsible for nearly 25 % of the state’s economy. Port activities
employ more than half-a-million Californians and generate an
estimated $9 billion in state and local tax revenue

annually. Nationwide, nearly 3 million jobs are linked to California’s
public ports.

Port of
San Francisco

4 The Port
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Port of Long Beach
Port of San Diego

California Ports Tonage
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Economic Assessment

The Port of Hueneme recently retained Martin

Associates to perform an Economic Assessment of
>stop EXPORTS FY 2006-2015

trade activity at the Port. The assessment

demonstrated the Port is one of the most productive B AUTOMOBILES ® FRESH FRUIT ® OTHER VEHICLES
and efficient commercial trade gateways on the West

Coast. Furthermore, the assessment indicated that in 100,000
Fiscal Year 2014 the Port moved $9 billion in goods 80,000 -
and ranked among the top ten US ports for 60,000 -
automobiles and fresh produce. Findings show that 40,000 -
Port operations brought $1.1 billion in economic 20,000 -
activity and created 10,226 direct, indirect, induced ]
and influenced trade-related jobs. More than $69 R B N e L A
million in annual state and local taxes were 2 2 28 2 2 2 8 8 ° %
generated from Port related trade, funding vital
community services. These numbers are based on
fiscal year 2014 performance. The report is being
updated with FY 2015 numbers.
$9 Billion in Goods Movement $69 Million in State
$1.1 Billion in Economic Activity & Local Taxes from Maritime Activity

Ventura
Cou nty
Municipalities

* Re-Spending Direct
& : Business
Consumption Revenue

State of CA

Related Business Output

(Supermarkets, State & Local
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The Port of Hueneme embarked upon an important journey developing policy, engaging in workshops and
strategy sessions to create the Port’s five Leadership Priorities, clarifying its Mission and began the
implemention of an Action Plan, including a strategic planning process. Named 2020 Port of Hueneme
Strategic Plan, this document established a visioning tool for the Port administration, reinforced its mission
statement, and established goals and strategies to guide Port operations, business retension and growth and
potential future capital investments. A work product resulting from more than a year of workshops, community
outreach and public meetings, the Strategic 2020 plan provides a 5-year planing horizon with a 20-year
operations and economic development vision. Through the planning process, the Port identified strategic
near-term and scenario-based long-range capital investments that will keep the Port competitive in a dynamic
and changing global market. The Port’s motto is “We Make Cargo Move”. With its open door policy, the Port
Commission has a flexible “can do” attitude, allowing easy access to Port management and decision makers.
This type of attitude has provided the basis for the Port’s commitment to successfully plan and operate the
Port.

October 12, 2015 the Board of Harbor Commissioners adopted the Port of Hueneme 2020 strategic plan, a
visioning document focused on the top priorities of economic vitality, marketing environment, innovation and
technology and strategic partnership.

The Port has successfully regained citrus market exports through its business growth initiative and will
continue to see charter and reefer ships utilizing the Port of Hueneme during peak seasons to Asia amongst
other trade lanes. The ability to export agricultural products via Port of Hueneme will likely require the
development of a container operation, in turn requiring capital investment for cranes and terminal/wharf
improvements.

Other opportunities include increased imported fruit operations and other cargo from Central and South
America; Short-Sea Shipping; the development of project cargo exports; and the growth of auto export and
import accounts. The sister port relationship with Port of Ensenada and working closely with ProMexico and
Baja California is part of that strategy.

The 2020 planning process involves the development of a capital outlay analysis and financial modeling to
best indentify how to secure the opportunities. Planned improvements include harbor deepening which will
take place in 2016, a container friendly facility, improvements to on dock rail and possible property
acquisitions. The actual capital investments required will be developed via a port master plan study, which
will identify specific investment needs, as well methods to finance the required investments. These
financing methods will include grants, bond issuances, and increased private sector investments.

The development of the strategic plan was also aligned with a re-energized approach to the Port's marketing
efforts. During its rebranding campaign in 2013, the Port rolled out a new identity platform that included a
new logo and a very robust approach to marketing. The Port has also developed a business development
tool kit and upgraded its website and electronic communication capabilities to best heighten its global profile
to both retain and attract new business.
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Capital Planning

The Port is in the process of a full review of its capital outlay program to identify and prioritize needed
infrastructure repairs, opportunities for improvements and expansion and to develop short and long-term
capital investment strategies to be completed in fiscal year 2016.

Due to financial hardship resulting from the recession, the Port deferred major investments in capital
improvements from fiscal year 2008 through 2012. To keep Port assets in a state of good repair, significant
improvements will be required in the near future. The Port has a $13.7 million operating budget and $5.7
million in available unrestricted reserves to support critical capital repairs for the Port’s $75 million in net
capital assets. Major capital investments of the Port have been historically financed through the use of
revenue bonds issued by the Port pursuant to the California Harbors and Navigation Code. At the close of
fiscal year 2014, the Port held $21.2 million in outstanding revenue bond debt.

In addition to revenue bond funds, the Port utilizes Federal and State Grants to undertake projects identified
in the annual capital outlay p