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The Port of Virginia

Introduction:

This document has been assembled to outline the overarching business assumptions that are built into the
budget.

The FY2014 budget for Virginia International Terminals, LLC (VIT) did not assume a full consolidation of HRCP
Il. For comparison purposes, the FY2014 budget numbers have been modified to reflect full consolidation as
required by GAAP.

Volume:

= Qverall total container volume is expected to grow by 3.08% from FY 2014 to FY 2015.
=  Total projected container volume is 1,355,792 containers.

Revenue:
The material revenue assumptions are outlined as follows:
VIT Revenue

* Total budgeted terminal operating revenue for FY 2015 is $419 million.

» Budgeted operating revenue reflects an increase of $34.1 million or 8.9% from the estimated FY
2014.

=  SOR projected increase is 3.75%.

=  Volume will increase by 40,470 containers.

VPA Revenue

= Operating revenues from component unit is based on VIT’s fiscal year 2015 budgeted cash flow. It
has been calculated in accordance with the Virginia Port Authority’s (VPA) bond resolution ensuring
that all required reserves at VIT are filled.

= QOther revenues primarily consist of Security Surcharges collected by VIT and remitted to the VPA.

= Grant revenue represents federal and state grant receipts for the VPA’s barge service.

Expenses:
The material expense assumptions are outlined as follows:

=  Headcount for FY 2015 is budgeted at 456 which is a 5.8% increase from the budgeted FY 2014
headcount of 431.

Operating Expenses

VIT Operating Expenses

= Total Operating Expenses are estimated to increase by $7.0 million, or 3.9%, due primarily to the

following:
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The Port of Virginia

Terminal Labor

= Increases due to:
0 Volume increase.
0 Contractual labor rate increase.
0 Payroll taxes and other related increases.
0 Increased gate hours.
= The above increases will be partially offset by savings from efficiency projects.

Other Operating Expenses

= Other operating expenses will decrease due to efficiency projects, increased capital investment, and
a reduction in overhead spending.

VPA Operating Expenses

= VPA terminal operating expense is budgeted to decrease $968 thousand from FY 2014, primarily due
to port facilities planning (i.e. Engineering) moving its classification from Operations to Maintenance.
Net effect on the budget is zero.

Maintenance Expenses

VIT Maintenance Expenses

» Total Maintenance Expenses are estimated to increase by $3.8 million, or 5.2%, due primarily to the
following:

Vehicle Maintenance

» Vehicle Maintenance is expected to increase $1.4 million, or 15.04% due primarily to an increase in
operating assets to increase fleet capacity.

Crane Maintenance

= Crane Maintenance at NIT will experience an increase of $1.4 million for additional resources.
= Repairs to aging equipment will result in an increase of $1 million, or 16.8%.

VPA Maintenance

* VPA maintenance expense is budgeted to increase $941 thousand from FY 2014 due to port facilities
planning, which was historically classified as terminal operations now being classified as terminal
maintenance. Net effect on the budget is zero.

General and Administrative Expense

» Total general and administrative expenses are estimated to increase by $5.5 million, or 11.7%, due

primarily to the following:
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The Port of Virginia

VIT General and Administrative Expense

» Total general and administrative expenses are estimated to increase by $2.9 million, or 10.1%, as a
result of the following:
0 The addition additional headcount positions.
0 The addition IT maintenance expenses, primarily from the N4, appointment system, and GPS
systems coming online.
0 Increased discretionary spending due to the restricted spending in FY 2014.

VPA General and Administrative Expense

»  General and administrative expense is expected to increase $2.6 million from FY 2014.
= Approximately $1.6 million is due to new staff additions expected in FY 2015.
= The majority of the remaining increase is due to the following items:

0 Additional security contract expense of $385 thousand due to increased security needed to
support N-4, the new appointment system, and extra premium pay from late gates and
weekend gates.

0 Additional promotion cost of $170 thousand above restricted FY 2014 spending.

0 Economic impact study of $100 thousand; last performed in 2006.

0 Security staffing additions $135 thousand; previously filled under a Federal Security Grant.

Facility Rental

=  Facility rental expense is expected to increase $3.0 million from FY 2014 due to the annual CPI
increase at APM terminal (estimated at 1.5%) along with additional volume rent.

Operating Income

POV will experience an overall operating income of $660 thousand, a $13 million increase from FY 2014.

Non-operating Revenues and Expenses

= No new or refunding bond issuances are included in the FY2015 budget, resulting in interest expense
remaining relatively consistent with 2014.

= No payments on the route 460 improvement project are budgeted for FY 2015.

= No capital assumptions have been made for a change in the current business model for the PMT
terminal or the Port of Richmond.

= $23.9 million in new Federal and State Grants are budgeted including the following:

0 S15 million in Federal TIGER gran funds for the NIT North Gate project

S$.75 million in Federal EPA funds for the purchase of 3 new fuel efficient shuttle carriers

S.7 million in Federal funds for the 45 ft channel dredging project

$1.3 million in Federal Security grant funds for security projects

S6 million in State funds for channel dredging projects

O O 0O
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The Port of Virginia

Capital Contributions and Transfers

=  Commonwealth Port Fund contributions are budgeted to increase by $.6 million in FY 2015.
Estimates provided by VDOT in November 2013. Next estimate is expected in June.

Increase in Net Assets

*= POV will experience an increase in Net Assets of $43.3 million in FY 2015.

Debt Service Coverage
=  Debt Service Coverage levels for the FY 2015 Budget are as follows:

0 Pledged Net Revenue Coverage (1.1x test) — 2.79x vs 1.73x estimated for FY 2014
0 Pledged Adjusted Net Revenue Coverage (1.35x test) — 3.01x vs 1.97x estimated for FY 2014
0 Subordinate Lien Coverage (1x test) — 1.24x vs .65x estimated for FY 2014
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VIRGINIA PORT AUTHORITY & VIRGINIA INTERNATIONAL TERMINALS, LLC.

CONSOLIDATED STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS
For The Budgeted and Forecasted Year Ending June 30, 2014 and Budgeted Year Ending June 30, 2015

Operating Revenues:
Terminal operating revenues
Other revenues
Other Revenues - Grants

Total operating revenues

Operating Expenses:
Terminal operations
Terminal maintenance
General and administrative
Facility rental
Depreciation and amortization

Total operating expenses
Operating income (loss)

Non-operating revenues (expenses)
Interest income
Interest expense
Bond issue cost
Revenues from Federal Government
Revenues/Expenses (Primary Government)
Gain (loss) on disposals

Income (loss) before capital
contributions and transfers

Capital contributions and transfers
Commonwealth Port Fund allocation
Increase (decrease) in Net Assets before GASB Adjustment
Cumulative Impact of GASB Equity Adjustment
Increase (decrease) in Net Assets before GASB Adjustment
Net Assets - Beginning of Year

Net Assets - End of Year

Budgeted Forecasted Budgeted
FY14 FY14 FY15

$ 381,222,960 $ 384,957,709 $ 419,053,185
8,930,750 7,826,336 8,731,954
4,413,846 4,413,846 4,413,846
394,567,556 397,197,891 432,198,985
173,897,570 184,485,474 190,565,567
75,307,646 78,602,342 83,316,015
48,183,148 46,746,405 52,222,478
50,136,864 52,406,838 55,369,248
46,811,707 47,333,357 50,066,027
394,336,935 409,574,416 431,539,336
230,621 (12,376,525) 659,650
1,239,923 562,923 613,835
(21,837,695) (20,222,513) (20,299,569)

- (69,000) -

- 666,249 17,875,000

3,000,000 1,816,390 6,000,000
(17,367,150) (29,622,476) 4,848,916
38,934,217 37,852,717 38,465,482
21,567,067 8,230,241 43,314,398

- (5,014,977) -

21,567,067 3,215,264 43,314,398
435,409,557 435,409,557 438,624,821

$ 456,976,624 $ 438,624,821 $ 481,939,219




VIRGINIA PORT AUTHORITY & VIRGINIA INTERNATIONAL TERMINALS, LLC.

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS
Budgeted For The Twelve Months Ended June 30, 2015

Primary
Government Component Unit
Virginia International
Authority Terminals, Inc. Eliminations Total

Operating Revenues:
Terminal operating revenues $ - % 419,053,185 $ - $ 419,053,185
Other revenues 8,731,954 - - 8,731,954
Other Revenues - Grants 4,413,846 - - 4,413,846
Operating revenues from component unit 106,124,338 - (106,124,338) -
Total operating revenues 119,270,139 419,053,185 (106,124,338) 432,198,985

Operating Expenses:
Terminal operations 1,232,625 189,332,942 - 190,565,567
Terminal maintenance 7,308,846 76,007,169 - 83,316,015
General and administrative 20,799,605 31,422,873 - 52,222,478
Facility rental 55,369,248 - - 55,369,248
Depreciation and amortization 43,800,824 6,265,203 - 50,066,027
Payments due to Authority - 106,124,338 (106,124,338) -
Total operating expenses 128,511,149 409,152,525 (106,124,338) 431,539,336
Operating income (loss) (9,241,010) 9,900,660 - 659,650

Non-operating revenues (expenses)
Interest income 298,835 315,000 - 613,835
Interest expense (20,299,569) - - (20,299,569)
Bond issue cost - - - -
Revenues from Federal Government 17,875,000 - - 17,875,000
Revenues/Expenses (Primary Government) 6,000,000 - - 6,000,000
Gain (loss) on disposals - - - -
Income (loss) before capital

contributions and transfers (5,366,744) 10,215,660 - 4,848,916

Capital contributions
Commonwealth Port Fund allocation 38,465,482 - - 38,465,482
Increase (decrease) in Net Assets before GASB Adjustment 33,098,738 10,215,660 - 43,314,398
Cumulative Impact of GASB Equity Adjustment - - - -
Increase (decrease) in Net Assets before GASB Adjustment 33,098,738 10,215,660 - 43,314,398
Net Assets - Beginning of Year 358,275,340 80,349,481 - 438,624,821
Net Assets - End of Year $ 391,374,078 $ 90,565,141 $ - $ 481,939,219




VIRGINIA PORT AUTHORITY

BUDGETED CASH FLOW SUMMARY
FISCAL YEAR ENDING JUNE 30, 2015

Special Funds (Terminal Revenues):
Revenues

Operating Expenditures:
Commerce Advertising

National & International Trade Services
General Management & Direction
GM&D - Facilities Rent

Debt Service for Port Facilities
Security Services

Payments in Lieu of Taxes

Port Facilities Planning

Reversion to the General Fund

Total Operating Expenditures

Capital Expenditures

Budgeted Revenues Over(Under)Expenditures

Commonwealth Port Fund:

Revenues

Operating Expenditures:

Operational & Reserve Maintenance

Security Maintenance

Debt Service for Port Facilities

Aid to Localities

Reversion to the General Fund
Total Operating Expenditures

Capital Expenditures

Budgeted Revenues Over(Under)Expenditures

563,250
4,094,080
7,304,350

55,245,220
25,592,952
7,434,975
1,232,625

117,711

6,500,000
402,950
19,500,944
1,000,000
75,412

110,753,506

101,585,163

9,168,343

38,465,482

27,479,306

8,003,000

2,983,176




OPERATING RESULTS AND DEBT SERVICE COVERAGE

Budgeted 2014 Forecast 2014

Virginia International Terminals

VIT Gross Receipts

VIT Current Expenses

349,100,000

(238,700,000)

341,162,191

(244,998,732)

Budget 2015

368,266,251

(252,809,602)

VIT Current Expense (CE) Reserve (Deposit)/Withdrawal (2,500,000) (1,868,195) (2,300,000)
VIT Deposits to CEMA (9,800,000) (9,149,386) (11,135,098)
VIT Net Revenue 98,100,000 85,145,878 102,021,551
Virginia Port Authority
VPA Gross Revenues
VIT Net Revenue 98,100,000 85,145,878 102,021,551
VPA Security Surcharges and Other Income 8,930,750 7,418,587 8,731,954
Total VPA Gross Revenues 107,030,750 92,564,466 110,753,506
Current Expenses (Operating Expenditures)
Operating Expenditures - Special Funds
Total Budgeted TR Expenditures (68,941,147) (72,489,666) (75,874,500)

Operating Expenditures - Special Funds

Operating Expenditures - CPF

(68,941,147)

(72,489,666)

(75,874,500)

Non Capital Security in CPF (328,625) (292,500) (402,950)
Non Capital/ Non Barge Op Maintenance in CPF (5,394,146) (2,144,425) (1,970,000)
Non Capital Reserve Maintenance (1,000,000) (1,200,000) (925,000)

Operating Expenditures - CPF (6,722,771) (3,636,925) (3,297,950)

Total Operating Expenditures

(75,663,918)

(76,126,591)

(79,172,450)

VPA Net Revenues 31,366,832 16,437,875 31,581,056
Operating (& Capital Expenses) paid with CPF's 6,722,771 3,636,925 3,297,950
Debt Service Coverage
Principal & Interest Requirement:
Principal 4,660,000 3,210,000 3,365,000
Interest 12,961,288 11,932,011 12,133,032
Interest received on Debt Service Reserve (538,023) (340,446) (211,832)
Principal & Interest Requirement: 17,083,265 14,801,565 15,286,200
Pledged Net Revenues 41,166,832 25,587,260 42,716,154 (1)
Pledged Adjusted Net Revenues 47,889,603 29,224,185 46,014,104 (2)
Pledged Net Revenue Coverage (1.1x test) 2.41 1.73 2.79
Pledged Adjusted net Revenue Coverage (1.35x test) 2.80 1.97 3.01
Principal and Interest Senior Debt Service 17,083,265 14,801,565 15,286,200
Principal and Interest MELP Debt Service 10,663,426 10,663,426 10,094,920
Total Debt Service 27,746,691 25,464,991 25,381,120
VPA Net Revenues 31,366,832 16,437,875 31,581,056
MELP DSC Covenant (1.0x test) 1.13 0.65 1.24

(1) Pledged net revenues equal VPA revenues plus VIT deposits to CEMA
(2) Pledged adjusted net revenues equal pledged net revenues plus operating expenses paid with CPF



VIRGINIA PORT AUTHORITY
FUTURE CAPITAL OUTLAY PROJECTS
FISCAL YEAR ENDING JUNE 30, 2015

Est Contract Projected Anticipated
Projects Date Cost Fund Source

CAPITAL PROJECTS:
FY2015:
NIT Rail Improvements (Separate traffic at the CRY) $ 350,000 CPF Paygo
NIT North (Gate Complex) 3,750,000 08/09 Bond
NIT North (Gate Complex, road & yard expansion) 15,000,000 Grant
NIT Pre-Planning for New Equipment Conveyance 500,000 CPF Paygo
NIT Dredging 2,000,000 CPF Paygo
NIT Pier 1 Landbridge 80,000 CPF Paygo
APM shuttle carriers (EPA) 750,000 Grant
APM shuttle carriers (EPA) 2,673,000 CPF Paygo
PMT Lead tracks 1,200,000 CPF Paygo
PMT Tenant Rail Operations Plan 500,000 CPF Paygo
VIP Rebuild VIP Rail 500,000 CPF Paygo
VIP Redrive/Refurbish Existing Strad 200,000 CPF Paygo
Craney LRR 220,000 Bond
45 Foot Channel GRR 700,000 Grant
45 Foot Channel GRR 800,000 Grant - General Fund
55 Foot Channel GRR 5,200,000 Grant - General Fund
CIEE- Fill to Maintain Elev 10 3,000,000 Bond
CIEE CIRRC Permitting 500,000 Bond
VPA - CIEE Corp Support (2011 Funds) 3,500,000 Bond
VPA - CIEE Project Operations & Management 1,000,000 Bond
2014 Security Grant Projects (List) 1,300,000 Grant
VPA vehicle replacements (5) 125,000 Grant

Total $ 43,848,000
Summary by source:
CPF Paygo 8,003,000
State Grant 6,000,000
Federal Grant 17,875,000
Bond 11,970,000

$ 43,848,000
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