FINANCIAL STATUS OF U.S. PUBLIC PORTS

Income Statement

Table 30 shows the 1996 consolidated income statement for the U.S. public port industry by
coastal region. Appendix E contains the 52 ports responding to the survey.
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1996 Income Statement for Responding U.S. Ports
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* Some components do not add to totals - either some ports did not provide a breakdown or there were differences due to rounding.
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Total
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The combined net income for the 52 public ports was $317.9 million. Of that amount, 38.3
percent ($121.9 million) came from tax levies and contributions.

0

The two most profitable ports, Los Angeles and Long Beach, accounted for 44 percent
($139.8 million) of the public port industry’s combined 1996 net income and 85.1
percent of the South Pacific region’s net income. These rankings showed a decline
from 1994, when the percentages for the two ports were 76 percent and 96 percent,
respectively. When including the third most profitable port, Seattle, these three ports
accounted for 57 percent ($181.0 million) of the combined net income.

The North Pacific ports received the largest portion of the tax levies and contributions
at $51.2 million. The Gulf and South Atlantic followed with $39.4 million and $23.3

million, respectively.

Figure 4
1996 Net Income for Responding U.S. Ports by Region
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Table 31 compares the distribution of net income for 1994 and 1996. The data reflects the
continued narrow profit margins within the public port industry. Table 32 provides more
detailed information on the 1996 net income distribution.

Table 31
Summary of Net Income Distribution: 1994 vs. 1996
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Several interesting trends that can be identified from Table 31:

o The percentages of profitable and not profitable ports remained virtually unchanged
from 1994 to 1996.

o The distribution of profitable ports shows improvement. Profitable ports reported
higher profits in 1996 than in 1994, with percentages dropping in the low- to mid-
ranges and jumping from 28 percent to 42 percent in the high range.

o Unprofitable ports also showed a shift in distribution. A 71 percent drop in the
number of mid-range ports (from 7 in 1994 to 2 in 1996), was compensated for by a
doubling in the other two ranges. Overall, however, there are a third fewer ports
reporting losses greater than $1 million in 1996 (6 ports) than there were in 1994 (9
ports).

Table 32
Distribution of Net Income for 1996

Number of
Public Ports
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Balance Sheet
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Table 33 displays the 1996 U.S. public port consolidated balance sheet. Appendix E
lists the 47 public ports responding to AAPA's survey.

Table 33

1996 Balance Sheet for Responding U.S. Ports
(Thousands of Dollars)

North

Atlantic

South
Pacific

Total
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* Some components do not add to totals - either some ports did not provide breakdown or there were differences due to rounding..
Source: American Association of Port Authorities
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Port Profitability

The following are the results of a June 1997 MARAD report, An Analysis of U.S. Public Port
Profitability and Self-Sufficiency (1985-1994).

0

With some exceptions, the study (based on annual port finance surveys) finds a steady
decline in the average number of profitable ports during the ten years studied (1985-
1994). This is not surprising in view of transportation deregulation, vessel sharing
agreements, load centering, and the intense competition in pricing port services and
facilities.

Despite the declining trend in profitability, in 1994 there were more self-sufficient U.S.
public ports (31) than those not self-sufficient (25) responding to the port finance
surveys. It is estimated that tax receipts and other contributions, grants, and subsidies
were sufficient to enable all but four of the responding ports to have a positive cash
flow.

In today’s economic climate, it is doubtful that there will be any change in the port
management philosophy of maximizing economic activity in the region served by the
port.

Many ports will continue to follow past practices of (1) cross-subsidizing marine
terminal operations, (2) receiving state or local government assistance for
developmental costs, and (3) using the local port ad valorem tax base to obtain new
funds for the development of new port facilities and, in some cases, for port operations
and maintenance expenses.

As long as port operations and facility development can be cross-subsidized, funded by
state or local governments, or local tax payers, ports having such financial assistance
will continue to compete with other regional ports by pricing their services below what
they need to cover port costs and produce a reasonable rate of return.

Each U.S. public port has a state or local constituency. Ports must satisfy their
constituents that the economic impact generated by port activities is sufficient to
warrant continued legislative or taxpayer support.

Those ports having tax support or other contributions and subsidies must build and
operate facilities to produce a reasonable rate of return in order to justify the continued
support by their constituents. ‘
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o Effective regional marine terminal conference pricing may be recognized as important,
and utilized, if outside financial assistance enjoyed by ports in some regions is reduced
or eliminated.

o Financing of new or improved port facilities from a combination of port revenues and
revenue bonds will be extremely difficult for all but the most profitable ports. The
increasing local costs related to channel dredging and port access represent major
financing problems for all U.S. public ports.




