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March 31, 2012

Honorable Carlos A. Gimenez, Mayor
Honorable Chairman Joe A. Martinez, and
Members of the Board of County Commissioners

Honorable Harvey Ruvin, Clerk of the Courts
Honorable Pedro J. Garcia, Property Appraiser

Ms. Alina T. Hudak, County Manager

Ladies and Gentlemen:

We are pleased to present the Miami-Dade County, Florida Seaport Department’s (the “Seaport")
Comprehensive Annual Financial Report ("CAFR") for the fiscal year ended September 30, 2011.
The financial statements were prepared in accordance with accounting principles generally accepted
in the United States of America as promulgated by the Governmental Accounting Standards Board
("GASB") and audited by a firm of independent certified public accountants retained by the County
and paid from its public funds. This report may also be accessed via the internet at
http://www.miamidade.gov/portofmiami.

Responsibility for the accuracy and fairness of the presentation, including disclosures, rests with
management of the Seaport. We believe the data, as presented, is accurate in all material respects,
is presented in a manner designed to fairly set forth the financial position and results of operations of
the Seaport and that all disclosures necessary to enable the reader to gain an understanding of the
Seaport's financial activity have been included. The Seaport has established comprehensive internal
controls designed to ensure that the Seaport's assets are protected from loss, theft or misuse and
adequate accounting data is compiled to allow for the preparation of financial statements in conformity
with Generally Accepted Accounting Principles ("GAAP"). Because the cost of internal control should not
exceed the benefits likely to be derived, the Seaport's internal controls are designed to provide
reasonable, but not absolute, assurance that these objectives are met.
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Independent Audit

McGladrey & Pullen, LLP, a firm of licensed certified public accountants, has audited the Seaport's financial
statements. The audit was performed in accordance with generally accepted auditing standards and
Government Auditing Standards issued by the Comptroller General of the United States. The goal of the
independent audit was to obtain reasonable assurance as to whether the financial statements were free from
material misstatement. The audit included examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. The scope of the audit was sufficient to satisfy State, Federal,
County Charter, and bond covenant requirements. McGladrey & Pullen's opinion resulting from the audit is
included in this CAFR.

Profile of the Government and Government Structure

The Seaport, a department of Miami-Dade County ("the County"), operates as an enterprise fund of the
County. An enterprise fund is used to account for activity in which the cost of providing goods and
services are primarily recovered through the fees charged to the users of such goods and services. The
County owns the Dante B. Fascell Port of Miami-Dade ("the Port”). The Port is operated by the Miami-Dade
Seaport Department (“the Seaport”).

The Port is the largest cruise home port in the world and is among the top 11 container ports in the United
States. The Port is an island port and occupies approximately 522 acres of land. For fiscal year 2011, the
Seaport handled approximately 4.1 million passengers. During this same period, approximately 7.4 million
tons of cargo and close to 0.9 million TEUs (twenty-foot equivalent units) were processed through the
Seaport. The Port ranked first in the state in TEU volume for Fiscal Year 2011.

Budgetary Process and Control

Annually as part of the budget process, the Seaport recommends rates to provide for anticipated
operating expenses, capital improvement and debt service requirements. By October 1st, the beginning
of the new fiscal year, the Board of County Commissioners adopts an annual budget for the Seaport's
recommended rates, operating expenses, capital outlays and debt service payments. An analysis of
revenue and operating expenses for the fiscal year ended September 30, 2011, can be found in the
MD&A section of this report. Capital Projects are budgeted in the year anticipated to be obligated and, in
the subsequent years, the unused budget is re-appropriated until the project is complete, consequently
an annual comparison of these expenses is not included in this report.

The Seaport controls current expenses at both the functional and operating division levels. Through the
Seaport's management reporting system, which includes responsibility centers, division managers are
responsible for budgetary items that are controllable at their level. Since all expenses are controllable,
this dual monitoring of expenses serves to strengthen overall fiscal, management, and internal controls.

Factors Affecting Financial Conditions

The information presented in the financial statements primarily focuses on the Seaport's financial position,
results of operations, and cash flows for the current and preceding fiscal years. However, the Seaport's
financial status and outlook are best understood when the focus is on previous, existing and future
resources and claims on those resources. This broader concept is used to assess its financial condition,
which reflects the current financial position as well as the prospects that today's financial position will improve or
deteriorate (please refer to the Management's Discussion and Analysis). Additionally, the economic condition
and outlook of Miami-Dade County, the Seaport's primary trading partners, the cruise lines, cargo terminal
operators and shipping lines; long-term debt management; capital construction management; cash
management and investments; and risk financing, should be considered when evaluating the Seaport’s financial
condition. Following is a brief discussion of each of these factors.
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Economic Condition and Outlook

One year ago, in the year-end outlook for the local economy, it was anticipated that the growth in fiscal
year 2011 would be similar to the one experienced in 2010 continuing on a slow recovery path with low
job creation for Miami-Dade County and its most vital industries. The basis for this forecast was due to
the pace of employment and income growth and the nation’s overall economic health. This outlook
turned out to be an accurate assessment of the past year since most indicators improved and
employment remained weak.

During fiscal year 2010, with the eighteen-month recession behind, at least in official terms, various
economic indicators marginally rebounded from the declines of the previous fiscal year. Real gross
domestic product (GDP) increased at an annual rate of 2.1% and inflation was approximately 0.8%.
During fiscal year 2011, with the exception of unemployment, the area achieved better results in most of
the indicators, on a year-over-year basis. In fiscal 2011, the nation’s GDP rose at the same annual rate
(2.1%) as in fiscal 2010. Considering the unsettled conditions in the labor market, it is noteworthy
mentioning that 2011 was a slightly better year than expected.

Payroll employment increased for the first time in three years, recording an overall gain of approximately
9,400 jobs. Job growth gains were also evident in the household survey data. However, given the
increase in the labor force, the unemployment rate continued to climb throughout the fiscal year. The
annual average unemployment rate for the 2011 fiscal year was 12.7%, compared to 12.0% a year
earlier.

Despite the consistent high level of unemployment, consumer activity has shown reasonable strength
during fiscal year 2011. The indication that consumers remained resilient and acted in a sort of “defying
logic” way to finance their spending is reflected in taxable sales which increased by 7.6% at about $37.7
billion. That was still below pre-recession peaks, but better than the previous fiscal year when taxable
sales increased by only 1.5%.

During the past fiscal year, the performance of the real estate market was better than fiscal year 2010,
especially in terms of home sales. Between these two periods, the value of construction, in the County,
increased by 43.9%. Correspondingly, the number of building permits issued and the related housing
units increased almost 100% from a year ago. Aided by a decline in the median sales price of 9.7%,
sales of existing single-family homes increased 35.8% from a year ago. A much larger increase of 58.8%
occurred in the sales of condominiums, aided by a 15.1% decline in the median sales price. At the same
time, the number of foreclosure filings declined by almost two thirds. Despite this, the 2012 outlook on
housing remained weak with low expectations for a turnaround in the housing market, since it will require
continued improvement in the job market.

Miami-Dade County, Florida Seaport Department 2011 Comprehensive Annual Financial Report 8
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m International Trade and Commerce

At the Port, cargo activity, measured in TEUs, increased by approximately 7.1% compared to an increase
of approximately 5.0% in Fiscal Year 2010. The Seaport expects cargo activity to increase slightly in Fiscal
Year 2012. The Seaport is optimistic regarding international commerce in Miami-Dade and anticipates
higher volume levels in cargo activity movement through the Port. The optimism is based on the
assumption that the, incentivized agreements, improving economy and the addition of new cargo
services, will increase activity. Additionally, the Seaport is negotiating terms for a new long-term contract
with one of its cargo partners, which is expected to increase both throughput and revenues.

The Americas continue to represent a major share of the Seaport's total cargo. For fiscal year 2010, the
Americas accounted for approximately 54% (Caribbean—16% South America—16%, Central America
and Mexico—22%). This was followed by The Far East, Asia and the Pacific with 32%. The balance of
approximately 14% consisted of Europe, North America, Middle East, Southwest Asia, and Africa.

mCompetition

The economic upturn contributed to an increase of approximately 7.0%, when measured in TEUs. This
increase as well as tariff adjustments caused the Seaport’s cargo related revenues to increase by 11%
from fiscal year 2010. The Seaport’'s commitment to expanding its cargo business, coupled with
incentivized cargo contracts contributed to overall cargo activity increase. The Seaport is encouraged and
anticipates continued cargo activity growth in fiscal year 2012.

International trade, the value of merchandise trade for the Miami Customs District, increased by 19.6%
from last fiscal year. This increase was also reflected in the activity levels at MIA and the Seaport. Freight
and cargo tonnage at these trade facilities displayed similar trends, albeit at a much smaller magnitude.

mTourism

Passenger levels at Miami International Airport (MIA) increased approximately 7.4% from prior year,
compared to an increase of approximately 3.5% in Fiscal Year 2010. The increase can be attributed to
growth in both international and domestic activity of approximately 8.2% and 6.7%, respectively.
Passenger traffic in fiscal year 2012 is expected to increase slightly. In conjunction with the increase in
passenger traffic, Miami-Dade County hosted 7.3% more visitors in 2011 than the number recorded a
year earlier. Along with this trend, hotel-booking activity registered notable improvements as hotel
occupancy rates increased on a fiscal year-round basis moving in the same upward direction of a year
ago. For 2012, as long as the U.S. or global economy remains free of shocks, it is expected that the
numbers of visitors to Miami-Dade will increase. During Fiscal Year 2011, approximately 4.02 million
passengers came through the Port of Miami. This represents a slight decrease, from Fiscal Year 2010.
Despite the slight decrease, The Seaport remains encouraged. One of the amendments approved by the
Board during the 2011 fiscal year is anticipated to yield a net passenger increase of approximately
250,000 passengers per year, beginning in fiscal year 2013.
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m Future Outlook

Overall, the Seaport is encouraged with the results of its cruise and cargo activity. During Fiscal Year
2011, the Board of County Commissioners approved contract amendments with two of the Seaport’'s
cruise partners. Under the terms of the amendments, one of the cruise partners guarantees
approximately $72 million in revenue over the first ten years and the other guarantees homeporting a new
ship in Fiscal Year 2013. The new ship that will be homeported is anticipated to yield a net increase of
approximately 250,000 passengers per year. The Seaport anticipates that these amendments, along with
the cruise agreement approved by the Board of County Commissioners during Fiscal Year 2009 will
benefit the Port in the future. During Fiscal Year 2010, an F3 class cruise ship sailed from the Port of
Miami for the first time. The F3 class ships are among the largest passenger cruise ships in the world.
Recent cruise terminal facilities enhancements will allow the Port to accommodate the new larger ships
as well as luxury vessels.

Overall, 2012 is expected to experience the same trends that have defined the local economy for much of
the last fiscal year continuing on a slow recovery path with moderate job creation. On the plus side, the
U.S. economy continues to fare well compared to other places in the world. At this time, the greatest
risks to the outlook, including the local economy, are expected to emanate from outside the U.S.,
especially Europe and China. However, none of the negative trends that traditionally indicate a slowdown
is present in the current U.S. economic environment, so another recession seems very unlikely.

A number of other factors would play out in the determination of the outlook for 2012. One positive factor
is that inflationary pressures have continued to decline. This coupled with the extension of
unemployment insurance benefits and cuts in payroll taxes, at least on a temporary basis, ensures a
policy that should encourage business and consumer expenditures. As an additional support to the
economy, the Federal Reserve, with interest rates near zero since December 2008, will monitor the
current conditions. They appear ready to take action to stimulate growth, first through communications
measures and then through increased bond buying.

Unfortunately, some negative factors could influence the outlook for 2012. For one thing, there is a
possibility that consumers will pull back and be more cautious in their spending. This could occur for
several reasons: consumers still have too much debt, incomes are not rising, and employment gains have
not been strong. Not all these bode well for a pickup in spending. In addition, gas and oil prices could
also spike for any number of reasons. Adding to that, increases in some commodities, especially for food
at home, could bring a rise in inflation and this, in turn, could slow overall growth and prolong the
economic recovery.
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Long Term Financial Planning
MAJOR INITIATIVES
m Construction Management

The Seaport's proposed Capital Improvement Program for the period October 1, 2011 through September
30, 2016 is budgeted at $530.2 million. Of this amount, approximately $384.1 million, $24.5 million, $117.1
million and $4.5 million will be funded by debt proceeds, federal and state grants and tenant financing,
respectively. Of the $530.2 million, approximately $247.2 million, $222.3 million, $21.3 million and $39.4
million will fund the port facility improvements, dredging, cargo facilities improvements and equipment
acquisition, respectively.

The Seaport secured Congressional approval in the fall of 2007 for the Miami Harbor Project. The next
phase of the project calls for deepening the Port of Miami's south channel to a depth of 50 feet from the
existing—42 feet. The 50—foot depth harbor will make the Port of Miami one of a few seaport’s along the
U.S. east coast capable of accommodating mega container vessels. Additionally, redevelopment of 80 acres
of cargo terminal area will enhance cargo terminal operations and efficiencies will be achieved.

Additional information regarding the Seaport's capital improvement program can be found in the
Management's Discussion and Analysis ("MD&A) section and the Notes to the Financial Statements section
of this report. CHART | summarizes the funding sources for the Seaport's capital improvement program for
next fiscal year and fiscal years 2013-2016.

CHART 1
CIP FUNDING SOURCES
($ IN THOUSANDS)

Fiscal Year Fiscal Year
Revenue 2012 2013 - Future Total
Debt Proceeds $ 75,449 $ 308,630 384,079
Federal Grants 10,672 13,778 24,450
State Grants 29,323 87,815 117,138
Tenant Financing 2,387 2,162 4,549
Total $ 117,831 $ 412,385 530,216
CIP PROJECT SUMMARY
($ IN THOUSANDS)
Fiscal Year Fiscal Year
Expenditures 2012 2013 - Future Total
Cargo facilities Improvements $ 10,401 $ 10,880 21,281
Equipment acquisition 10,490 28,927 39,417
Port facilities improvements 47,940 199,239 247,179
Dredging 49,000 173,339 222,339
$ 117,831 $ 412,385 530,216

Miami-Dade County, Florida Seaport Department 2011 Comprehensive Annual Financial Report
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Debt Administration

The Seaport has followed a program to eliminate high interest rate debt in favor of lower cost debt
through refinancing and calling debt when feasible. The Seaport is continuing to address opportunities to
take advantage of market conditions in the current low interest rate environment. The Seaport is currently
working with the County’s Bond Administration Division to refinance variable rate debt as well as high
interest rate debt to take advantage of low interest rates.

Debt by type is summarized in CHART 2. The required debt service coverage ratio for "net revenues" as
defined by the Seaport's Master Bond Ordinance, Miami-Dade County Ordinance 88-66, is a blend result-
ing from 1.25 of maximum principal and interest for revenue bond issues and a 1.10 of maximum principal
and interest payments for general obligation bond issues. Excluded from this calculation is the
subordinate debt comprised of various Sunshine State Loans and the Capital Acquisition Bonds. The
coverage for the Sunshine State Loans and the Capital Acquisitions Bonds is performed at the County
level. The combined coverage, for the Seaport’'s revenue and general obligation bonds, for the last five
fiscal years is presented in CHART 3.

Chart 2
Debt By Type
(in thousands)
Par Amount Gross Interest  Outstanding
Debt Type Outstanding Expense Interest Rates

Revenue and Revenue
Refunding Bonds $ 48,905 $ 14,704 4.00 -- 6.20%
General Obligation

Revenue Bonds $ 111,375 $ 43,813 4.40 -- 6.50%

Sunshine State Loans $ 329,270 $ 74,419 1.41-2.0%

Capital Acquisition Bonds  $ 127,347 $ 110,961 3.00 -- 7.50%
Chart 3

Debt Service Coverage

Primary
Fiscal Year Coverage
2011 1.96
2010 1.63
2009 1.35
2008 1.50
2007 1.17
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Security

Securing the Seaport and providing efficient commerce will present challenges for the foreseeable future.
The Seaport has made significant progress over the last three years to curtail and maintain security costs.
It has successfully done this by modifying its security plan and investing in its security infrastructure.
Over the last several fiscal years, the Seaport has made a significant investment in its security
infrastructure. The corresponding funding needs for security has increased dramatically. The Seaport is
currently compliant.

The Port of Miami continues to be recognized as of one of Florida's leading ports. Cutting edge
technology and progressive procedures are in place that provide heightened levels of protection and
simultaneously support compliance with port business policies. Partners in this comprehensive initiative
include: U.S. Customs and Border Protection, U.S. Coast Guard, Florida Department of Law
Enforcement, Florida Fish and Wildlife Commission, Miami-Dade Police and Fire Rescue Departments
and others working to achieve a shared, united mission. These efforts are actually helping to move
legitimate commerce in a faster, more seamless and cost effective manner than ever before.

Awards

The Government Finance Officers Association of the United States and Canada ("GFOA") awarded a
Certificate of Achievement for Excellence in Financial Reporting to the Miami-Dade Seaport Department
for its comprehensive annual financial report for the fiscal year ended September 30, 2010. This was the
twelfth consecutive year that the Seaport received this prestigious award. In order to be awarded a
Certificate of Achievement, a government must publish an easily readable and efficiently organized
comprehensive annual financial report. This report must satisfy both generally accepted accounting
principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current com-
prehensive annual financial report continues to meet the Certificate of Achievement Program's
requirements and we are submitting it to the GFOA to determine its eligibility for another certificate.

Acknowledgments

This report could not have been prepared on a timely basis without the efficient and dedicated services of
the Seaport's Finance Division staff. We are grateful to all Seaport employees who assisted and
contributed to its preparation. We also thank the Mayor, the Miami-Dade Board of County Commissioners,
the County Attorney's Office and other County departments for their continued assistance in enabling the
Seaport to fulfill its role in promoting international trade and economic development in Miami-Dade County.
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McGladrey & Pullen, LLP

g McGladrey

Independent Auditor’s Report

The Honorable Mayor and Chairperson and
Members of the Board of County Commissioners
Miami-Dade County, Florida

We have audited the accompanying financial statements of the Miami-Dade County Seaport Department
(the Department), an enterprise fund of Miami-Dade County, Florida, as of and for the year ended
September 30, 2011, as listed in the table of contents. These financial statements are the responsibility
of the Department's management. Our responsibility is to express an opinion on these financial
statements based on our audit. The financial statements of the Department, as of September 30, 2010,
were audited by other auditors whose report dated April 18, 2011 expressed an unqualified opinion on
those statements.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes consideration of internal control over financial reporting as a
basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Department’s internal control over financial reporting.
Accordingly, we express no such opinion. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

As discussed in note 1, the financial statements present only the Department and do not purport to, and
do not, present fairly the financial position of Miami-Dade County, Florida, as of September 30, 2011 and
2010 and the changes in its financial position and where applicable its cash flows for the years then
ended in conformity with accounting principles generally accepted in the United States of America.

In our opinion, the 2011 financial statements referred to above present fairly, in all material respects, the
financial position of the Miami-Dade County Seaport Department, an enterprise fund of Miami-Dade
County Seaport Department as of September 30, 2011, and the changes in its financial position and its
cash flows for the year then ended in conformity with accounting principles generally accepted in the
United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated February 21,
2012 on our consideration of the Miami-Dade County Seaport Department's internal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements, and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on the internal control over financial reporting or on compliance. That report is an integral part
of an audit performed in accordance with Government Auditing Standards and should be considered in
assessing the results of our audit.

1

Member of the RSM International network of independent accounting, tax and consulting firms.



The management’s discussion and analysis and the schedules of funding progress are not a required part
of the basic financial statements but are supplementary information required by accounting principles
generally accepted in the United States of America. We have applied certain limited procedures, which
consisted principally of inquiries of management regarding the methods of measurement and
presentation of the required supplementary information. However, we did not audit the information and
express no opinion on it.

Our 2011 audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the Department's basic financial statements. The accompanying introductory
section and statistical section are presented for purposes of additional analysis and are not a required
part of the basic financial statements. The introductory section and statistical section have not been
subjected to the auditing procedures applied by us in the audit of the basic financial statements and,
accordingly, we express no opinion on them.

%&%&7//»@5&%/ Y

Miami, Florida
February 21, 2012
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Management's Discussion and Analysis (MD&A) (unaudited)

The following narrative provides an overview of the Miami-Dade County, Florida Seaport Department’s (the
“Seaport”) financial activities for the fiscal years ended September 30, 2011 and 2010. The MD&A represents
management's analysis of the Seaport's financial condition, performance, long-term debt, and economic factors. The
MD&A should be read in conjunction with the financial information of the transmittal letter in the introductory section,
the financial statements, the accompanying notes, and the statistical section. The financial statements consist of the
statements of net assets; the statements of revenues, expenses, and changes in net assets; the statements of cash
flows; and the notes.

The statement of net assets presents the financial position of the Seaport as of a specific date. It provides information
about the nature and amount of resources (assets) and obligations (liabilities), with net assets being the difference
between assets and liabilities. Increases or decreases in net assets may serve as a useful indicator of whether the
financial position of the Seaport is improving or deteriorating.

The statement of revenues, expenses, and changes in net assets presents information showing how the Seaport's
net assets changed during the fiscal year. All changes in net assets are reported as soon as the underlying event
giving rise to the change occurs which might coincide with the timing of the related cash flows.

The statement of cash flows presents the cash activities of the Seaport segregated in the following major categories:
operating, capital and related financing activities, and investing. These statements also present the changes in cash
and cash equivalents of the Seaport.

The notes to the financial statements provide required disclosures and other information that is essential to a full
understanding of data provided in the statements.

Financial analysis of the Seaport Department

Governmental Accounting Standards require that the Seaport prepare an analysis of the Seaport's overall financial
position and results of its operations to assist readers in assessing whether the Seaport's financial position has
improved or deteriorated when compared to the prior year. All amounts are expressed in millions, unless indicated
otherwise.

The difference between the Seaport's assets and liabilities is its net assets. The Seaport's net assets are
summarized, in Table I. Net assets may be used to assess the financial position of the Seaport. Total Seaport net
assets as of September 30, 2011 were $225.6 million, comprising of approximately $201.5 million in invested in
capital assets net of related debt; approximately $13.2 million in restricted for debt service and unrestricted net assets
of approximately $10.9 million. Total Seaport net assets as of September 30, 2010 were $218.1 million, comprising of
approximately $194.1 million in invested in capital assets net of related debt; approximately $15.2 million in restricted
for debt service and construction and unrestricted net assets of approximately $8.8 million. Total Seaport net assets
as of September 30, 2009 were $212.3 million, comprising of approximately $185.9 million in invested in capital
assets net of related debt; approximately $19.1 million in restricted for debt service and construction and unrestricted
net assets of approximately $7.3 million.
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Table |

SUMMARY STATEMENT OF NET ASSETS
AS OF SEPTEMBER 30,
(IN MILLIONS)

Change from Change from
Fiscal Year Fiscal Fiscal Year Fiscal Fiscal Year
2011 Year 2010 2010 Year 2009 2009

Capital assets, net $ 760.9 $ (0.3) $ 761.2 $ 14.3 $ 746.9
Current and other assets 108.2 46.3 61.9 (22.1) 84.0

Total assets 869.1 46.0 823.1 (7.8) 830.9
Long-term liabilities outstanding 605.2 39.5 565.7 (14.6) 580.3
Other liabilities 38.3 (1.0) 39.3 1.0 38.3

Total liabilities 643.5 38.5 605.0 (13.6) 618.6
Net assets:
Invested in capital assets
net of related debt 201.5 7.3 194.1 8.2 185.9
Restricted 13.2 (1.9) 15.2 (3.9) 19.1
Unrestricted 10.9 2.1 8.8 1.5 7.3

Total net assets. $ 225.6 $ 7.4 $ 218.1 $ 5.8 $ 212.3

The increases in invested in capital assets net of related debt, from fiscal years 2010 to 2011 and 2009 to 2010 can
be attributed to new construction projects and acquisition of assets. The increase in restricted net assets from fiscal
year 2010 to 2011 can be attributed to new required reserves. The increase in unrestricted net assets from fiscal year
2010- to 2011 can be attributed to an increase in revenues coupled with a decrease in expense. In fiscal year 2010,
the decrease in unrestricted net assets can primarily be attributed to a settlement of approximately $4.0 million and
an increase in interest expense. The increase in restricted net assets from Fiscal Year 2009 to 2010 can be attributed
to an increase in debt service reserves and requirements.

The Seaport worked closely with its consultants to finalize the Port's 2035 Master Plan, (“the Plan”). The Plan was
unveiled in December 2011. The Plan will be a useful roadmap for the Seaport to ensure that it maintains its unique
dual distinction as Cargo Gateway of the Americas and Cruise Capital of the World; meets the future demands and
expectations of the cargo and cruise industries and that it maximizes the use of its resources.
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Table Il summarizes the change in the Seaport’'s net assets. Total net assets, as of September 30, 2011, were
approximately $225.6 million, representing an increase of approximately $7.5 million from prior year. Total net assets,
as of September 30, 2010, were approximately $218.1 million, representing an increase of approximately $5.8 million
from prior year. Total net assets, as of September 30, 2009, were approximately $212.3 million, representing an
increase of approximately $4.2 million from prior year. The increase in Fiscal Year 2011 can be attributed to an
increase in Invested in Capital Assets net of Related Debt and Unrestricted Net Assets partially offset by a decrease
in Restricted Net Assets.

Table Il

Change in Net Assets
For the Fiscal Year Ended September 30,
(in millions)

Fiscal Change from Fiscal Change from Fiscal
Year Fiscal Year Year Fiscal Year Year
2011 2010 2010 2009 2009
Operating revenues
Cruise wharfage/dockage $ 464 3 4.4 $ 420 $ 1.8 $ 40.2
Cargo wharfage/dockage 23.8 1.9 21.9 2.7 19.2
Container crane user fees 9.9 14 8.5 0.3 8.2
Rentals 13.9 (0.9) 14.8 (0.1) 14.9
Ground transportation 1.9 0.4 15 0.1 1.4
Parking 9.2 (0.8) 10.0 (0.7) 10.7
Misc. charges and fees 4.1 (1.3) 5.4 (0.1) 5.5
Total operating revenues 109.2 51 104.1 4.0 100.1
Investment earnings 0.5 0.1 0.4 0.2 0.2
Other nonoperating 0.8 0.8 - - -
Total revenues 110.5 6.0 104.5 4.2 100.3
Operating expenses 65.8 (0.5) 66.3 (2.7) 69.0
Depreciation 235 0.5 23.0 2.2 20.8
Interest expense 18.9 1.9 17.0 (2.4) 19.4
Other nonoperating expenses - (4.2) 4.2 4.0 0.2
Total Expenses 108.2 (2.3) 110.5 1.1 109.4
Net Income (loss) before contributions
and transfers 2.3 8.3 (6.0) 3.1 (9.1)
Capital contributions 6.3 (5.5) 11.8 (1.5) 13.3
Transfers out (1.1) (1.1) - - -
Change in net assets 7.5 1.7 5.8 1.6 4.2
Net assets at beginning of year 218.1 5.8 212.3 4.2 208.1
Net assets at end of year $ 2256 $ 7.5 $ 218.1 $ 5.8 $ 212.3

Operating revenues for Fiscal years 2011 were approximately $109.2 million or $5.1 million higher than last fiscal
year. The increase can be attributed to increases in cruise, cargo and related revenues, ground transportation,
partially offset by decreases in Rentals, Parking and Miscellaneous Charges. The increase in Cargo and Related
Revenues, including Container Crane User Fees can be attributed to an increase in activity and corresponding rate
increases. The increase in Cruise and Related revenue can be attributed to an increase in the corresponding rates.
Overall, passenger traffic was slightly down from the 2011 Fiscal Year. The increase in ground transportation
revenue can be attributed to the implementation of the Ground Transportation System. The increases in Cargo and
Cruise related revenues from the 2009 Fiscal Year to 2010 can be attributed to similar reasons as to the increases
from the 2010 Fiscal Year to the 2011 Fiscal Year. The exception is that the increase in Cruise in FY 2010 was also
attributed to passenger growth, while the increase in Fiscal Year 2011 was limited to corresponding rate increases.
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Table Il summarizes and compares the Seaport’s operating revenues.

Table lll

Summary of Operating Revenues
For the Fiscal Year Ended September 30,

(in millions)

Fiscal Change Fiscal Change Fiscal

Year from Fiscal Year from Fiscal Year

2011 Year 2010 2010 2009 2009

Operating Revenues:

Cruise wharfage/dockage $ 46.4 $ 4.4 $ 42.0 $ 1.8 $ 402
Cargo wharfage/dockage 23.8 1.9 21.9 2.7 19.2
Container crane user fees 9.9 1.4 8.5 0.3 8.2
Rentals 13.9 (0.9) 14.8 (0.1) 14.9
Ground transportation 1.9 0.4 15 0.1 14
Parking 9.2 (0.8) 10.0 (0.7) 10.7
Miscellaneous fees and charges 4.1 (1.3) 5.4 (0.1) 5.5
Total revenues $ 109.2 $ 5.1 $ 104.1 $ 4.0 $ 100.1

Operating expenses for fiscal year 2011 decreased approximately $0.5 million from fiscal year 2010. Consistent with
prior years, the Port continues to streamline processes and increase efficiencies to reduce costs. Additionally,
employee contributions and concessions, which became effective during fiscal year 2010, carried over into the 2011
fiscal year which yielded savings. Operating expenses for fiscal year 2010 decreased approximately $2.7 million
from fiscal year 2009. This can be attributed to the Seaport’'s continued commitment to cost savings, streamlining
processes, and increase efficiencies. Additionally, during the 2010 fiscal years County employees made several
salary and other compensation related concessions that further contributed to reducing costs.

Table IV below summarizes the Seaport’s operating expenses.
Table IV

Summary of Operating Expenses (Exclusive of Depreciation)
For the Fiscal Year Ended September 30,

(in millions)
Change from Change from
Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year
2011 2010 2010 2009 2009
Operating Expenses:
Cruise Operations $ 6.6 $ (0.4) $ 7.0 $ 05 $ 6.5
Cargo Operations 1.3 0.2 11 (0.3) 1.4
Maintenance 6.7 0.2 6.5 0.3 6.2
Utilities 3.3 0.3 3.0 2.1) 5.1
Marketing and Advertising 1.0 (0.3) 1.3 (0.4) 1.7
Gantry Cranes 6.9 0.1 6.8 1.2) 8.0
Security 18.5 1.1) 19.6 (1.5) 21.1
General and administration 21.5 0.5 21.0 2.0 19.0
Total Operating Expenses  $ 65.8 $ (0.5) $ 66.3 $ 2.7) $ 69.0
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Capital assets and debt administration

Capital assets

The Seaport’s total investment in capital assets, net of accumulated depreciation, at September 30, 2011, September
30, 2010 and September 30, 2009 was $760.9 million, $761.2 million and $746.9 million, respectively. This
represents a slight decrease of $0.3 million, from fiscal year 2010 to 2011 and increase of $14.3 million, from fiscal
year 2009 to 2010. The decrease from fiscal year 2010 to 2011 can be attributed to an increase in accumulated
depreciation. The increase between the 2009 and 2010 fiscal year is attributed to the construction and/or acquisition
of new assets in accordance with the Seaport's Master Plan and Multi-year Capital Budget. Additional information in
changes in capital assets can be found in Note 4 of the Financial Statements and in the Construction Management
Section in the transmittal letter. Table V below summarizes the components of the Seaport’s investment in capital
assets.
Table V

Capital Assets (net of Depreciation)
As of September 30,

(in millions)
Change Change from
Fiscal Year from Fiscal Fiscal Year Fiscal Fiscal Year
2011 Year 2010 2010 Year 2009 2009

Land and related costs $ 210.4 $ 2.0 $ 208.4 $ 9.8 $ 198.6
Buildings, transit sheds and terminals 279.4 (13.1) 292.5 20.4 272.1
Machinery and equipment 35.9 6.1 29.8 23 27.5
Improvements other than buildings 190.0 (6.7) 196.7 (6.0) 202.7
Construction in progress 45.2 11.4 33.8 (12.2) 46.0
Totals $ 760.9 $ (0.3) $ 761.2 $ 14.3 $ 746.9

During fiscal year 2011, several construction projects were completed. These projects include major access
enhancements to certain cruise terminals, improvements to certain cargo terminals, and certain security projects. The
significant projects under construction in accordance with the Seaport's Master Development program are as follows:

Projects underway
e  Construction of new traffic circulation patterns and roadways
e Cargo yard improvements
e  Wharf strengthening
¢ Rail rehabilitation
e Acquisition, construction, and implementation of cruise terminal and gateway security enhancements
e Cranes electrification and related infrastructure improvements

Debt administration

At September 30, 2011, 2010 and 2009, the Seaport had $616.9 million, $583.4 million and $595.3 million,
respectively, in bonds and loan agreements outstanding. The net increase from fiscal year fiscal year 2010 can be
attributed to the issuance of the Series 2010 D and 2010 E Capital Acquisition Bonds, partially offset by reduction in
principal balances of existing debt. The net decrease of $11.9 million from fiscal year 2009 was the result of annual
principal repayments in accordance with the respective debt amortization schedule. Additional long-term debt detail
can be found in Notes 5 and 9 to the financial statements.

During 2011 fiscal year, the County on behalf of the Seaport issued approximately $38.1 million and $21.3 million of
Capital Acquisition Bonds to fund the construction and / or acquisition of port assets. Additionally, during this same
period, the County, on behalf of the Seaport entered into an amended and restated loan agreement with the
Sunshine State Governmental Financing Commission to consolidate approximately $334.8 million of the port’s loans.
Additional information can be found in Note 5 to the financial statements.
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During fiscal year 2009, the County, on behalf of the Seaport issued approximately $68.6 of Capital Acquisition
Bonds to fund the construction and / or acquisition of port assets. Additional information can be found in Note 5 to
the financial statements.

Table VI

Outstanding Long-Term Debt
As of September 30,

(in millions)
Change Change
Fiscal Year from Fiscal Fiscal Year  from Fiscal Fiscal Year
2011 Year 2010 2010 Year 2009 2009

Seaport general obligation bonds $ 1114  $ (145) $ 1259 % 45 $ 130.4
Seaport revenue bonds 48.9 (5.5) 54.4 (3.6) 58.0
Sunshine state loans 329.3 (5.5) 334.8 (3.5) 338.3
Capital acquisition bonds 127.3 59.0 68.3 (0.3) 68.6
Totals $ 6169 $ 33.5 $ 5834  $ (1190 $ 595.3

In June 2010 Moody's Investors Service assigned an underlying rating of A2 with a stable outlook to Miami-Dade
County Seaport Department’s Revenue Bonds, based on relatively stable operations and improving market share
financial trends. As stated by Moody's, this rating reflects the Seaport's record of fiscal stability, strong coverage of
senior parity debt service by net revenues and the Seaport's competitive position as the world's largest cruise port
and major international cargo hub. Moody's has also assigned underlying ratings of Aa2 on the Seaport's outstanding
General Obligation Bonds and Aa3 on the outstanding Sunshine State Loans.

Other Obligations. The Seaport participates in the County's self-insurance program for workers' compensation,
general liability and automotive liability insurance. Certain group health insurance programs are also self insured,
subject to certain stop loss provisions. Detailed information about the Seaport's liability from reported and unreported
claims is included in Note 12. Other obligations include accrued vacation pay and sick leave, accrued health
insurance benefits for retirees, arbitrage liability, and other contingent liabilities.

Economic factors and next year's budget and rates

For the 2011 fiscal year, cargo activity, measured in Twenty Foot Equivalent Units (TEUS) increased approximately
7% from the prior year, compared to an increase of 5% in fiscal year 2010. Most of the cargo is exported to Latin
America (South America, Central America, and the Caribbean), followed by the Far East, Asia, the Pacific, Europe
and the Middle East. The majority of the imports are from Latin America followed by the Far East, Asia and the
Pacific, and Europe.

Since the 2009 Fiscal Year the Seaport implemented new service incentive rates. The incentive rates have been
successful in attracting new services from competitor ports. These new service incentive rates, a slight improvement
in the economy, and other contractual incentives contributed to the increase in cargo activity throughput. The Port is
optimistic that this will continue in the upcoming fiscal year. This is based on the expectation that economic growth in
Latin America will continue to improve and that trade with Europe, South America, and Asia, particularly China, will
increase. Additionally, the new Free Trade Agreements with Colombia, Panama, and South Korea will offer new
opportunities to expand international trade and commerce benefitting the Port of Miami and the State of Florida.

For 2012, as long as the U.S. or global economy remains free of shocks, it is expected that the numbers of visitors to
Miami-Dade will increase. Passenger levels at Miami International Airport (MIA) increased approximately 7.4% from
prior year, compared to an increase of approximately 3.5% in Fiscal Year 2010. During Fiscal Year 2011,
approximately 4.02 million passengers came through the Port of Miami. This represents a slight decrease, from Fiscal
Year 2010. Despite the slight decrease, The Seaport remains encouraged. One of the amendments approved by the
Board during the 2011 fiscal year is anticipated to yield a net passenger increase of approximately 250,000
passengers per year, beginning in fiscal year 2013.
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The Seaport is extremely optimistic and encouraged with the future of the Port. The Port is currently underway with
three key projects—the Port Tunnel, the reengineering of the Port railroad, and the Deep Dredge. Collectively, these
projects will allow the Port to increase throughput, become more efficient and position itself as a key player in the
global marketplace. The new Port tunnel, scheduled to be operational in 2014, will direct traffic off Miami streets and
re-route trucks and other vehicles directly into the heart of port operations. This major enhancement to the region’s
transportation infrastructure will provide new efficiencies with the goal of doubling cargo traffic over the next decade.
Additionally, the Port’s re-engineered rail line will be able to reach key distribution centers throughout the U.S. quickly
and efficiently. The Deep Dredge will allow for Post Panamax cargo ships and will position the Port of Miami as a
player in the global market place. Scheduled for completion to synchronize with the opening of the expanded Panama
Canal in 2014, deepening the Port of Miami’'s waters to -50 feet will allow the largest cargo ships to call the Port
home. In all, it's predicted that our trio of port enhancements will create thousands of new jobs; making South Florida
a true powerhouse in international trade and commerce.

Annually the Seaport scrutinizes Terminal Tariff No. 010 to ensure the Seaport's ability to meet its budgetary
obligations through Tariff revenues. The Adopted Budget for fiscal year 2011 includes the necessary increases in
order for the Seaport to meets its budgetary obligations. The Seaport continually reviews the Tariff and its rate
structure to ensure that it remains competitive, attracts new business, and maintains its existing customer base.

Request for Information

This financial report is designed to provide customers, creditors and other interested parties with a general overview
of the Seaport's finances. Questions concerning any of the information provided in the report or requests for
additional financial information should be addressed to:

Controller
Miami-Dade Seaport Department
1015 North America Way
Miami, Florida 33132
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MIAMI-DADE COUNTY, FLORIDA
SEAPORT DEPARTMENT
Statements of Net Assets
As of September 30, 2011 and September 30, 2010

Assets 2011 2010
Current assets:
Pooled cash and cash equivalents 1,818,705 4,252,368
Pooled investments 16,132,348 8,558,287
Accounts receivable, less allowance for
doubtful accounts of $853,800 and $3,621,819 at
September 30, 2011 and September 30, 2010, respectively 9,590,880 7,497,823
Due from other governments — 542,945
Prepaid expenses, deferred costs and other current assets 5,028,313 4,610,046
Total current unrestricted assets 32,570,246 25,461,469
Restricted assets:
Current restricted assets:
Pooled cash and cash equivalents 7,265,171 12,360,992
Pooled investments 8,008,001 11,293,262
Due from other governments 747,975 2,634,893
Total current restricted assets 16,021,147 26,289,147
Total current assets 48,591,393 51,750,616
Noncurrent assets:
Noncurrent restricted assets
Pooled investments 55,043,379 7,055,974
Total noncurrent restricted assets 55,043,379 7,055,974
Capital Assets:
Land and related costs 210,414,883 208,405,062
Buildings, transit sheds, and terminals 456,481,991 455,928,241
Improvements other than buildings 280,305,939 280,305,940
Machinery and equipment 58,269,684 48,932,727
Construction in progress 45,207,945 33,847,008

Capital assets, gross
Less accumulated depreciation

1,050,680,442
(289,739,747)

1,027,418,978
(266,191,867)

Capital assets, net 760,940,695 761,227,111

Deferred charges:
Deferred bond issuance costs, net 4,494,574 3,044,818
Total noncurrent assets 820,478,648 771,327,903
Total assets $ 869,070,041 $ 823,078,519

(Continued)
The accompanying notes to the financial statements are an integral part of these statements.
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MIAMI-DADE COUNTY, FLORIDA
SEAPORT DEPARTMENT

Statements of Net Assets (continued)
As of September 30, 2011 and September 30, 2010

Liabilities and Net Assets
Current liabilities payable from unrestricted assets:
Accounts payable and accrued expenses
Accrued payroll and related expenses
Compensated absences
Accrued interest payable
Current portion of loans payable
Current portion of capital acquisition bonds payable
Current portion of master lease agreement
Unearned revenue
Settlement liability
Due to other Miami-Dade County funds
Total current liabilities payable from unrestricted assets
Current liabilities payable from restricted assets:
Current portion of revenue and general obligation
bonds payable
Accrued interest payable
Accounts payable and accrued expenses
Contracts and retainage payable
Total current liabilities payable from restricted assets
Total current liabilities payable from unrestricted and
restricted assets
Long-term liabilities:
Bonds payable, less net unamortized discount and deferred loss
of $285,766 at September 30, 2011
and $7,388,186 September 30, 2010
Loans payable, less unamortized deferred loss
of $288,583 at September 30, 2011
and $1,973,390 September 30, 2010
Capital acquisition bonds payable, plus unamortized
premium of $593,419 at September 30, 2011
and $312,271 September 30, 2010
Compensated absences
Other post employment benefit
Total long-term liabilities
Total liabilities
Net Assets
Invested in capital assets, net of related debt
Restricted for debt service and reserve
Restricted for construction and other
Unrestricted net assets
Total Net Assets

(Concluded)

The accompanying notes to the financial statements are an integral part of these statements.
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2011 2010
4208804 $ 2,956,986
767,663 776,443
1,592,543 1,687,262
4,176,974 2,102,392
3,710,000 4,000,000
1,670,000 310,000
— 1,092,488

103,322 311,602
3,984,199 3,984,199
1,151,324 861,636
21,364,829 18,083,008
11,500,000 10,230,000
3,070,273 4,800,308
463,550 2,663,154
1,924,268 3,496,249
16,958,091 21,189,711
38,322,920 39,272,719
148,494,234 162,661,814
325,271,417 328,831,610
126,270,502 68,332,274
4,570,549 5,026,872
565,000 820,560
605,171,702 565,673,130
643,494,622 604,945,849
201,468,657 194,133,745
13,228,047 13,258,534
— 1,913,786
10,878,715 8,826,605
225575419 $ 218,132,670




MIAMI-DADE COUNTY, FLORIDA
SEAPORT DEPARTMENT

Statements of Revenues, Expenses and Changes in Net Assets
Years ended September 30, 2011 and September 30, 2010

Operating revenue:

Cruise wharfage/dockage

Cargo wharfage/dockage

Container crane user fees

Rentals

Ground transportation

Parking

Miscellaneous charges and fees
Total operating revenues

Operating expenses:

Cruise operations

Cargo operations

Maintenance

Utilities

Marketing and advertising

Gantry cranes

Security

General and administrative
Total operating expenses before depreciation
Operating income before depreciation

Depreciation expense

Operating income

Nonoperating revenues (expenses):

Investment earnings
Interest expense, net of capitalized interest
Interest subsidy
Other, net
Total nonoperating revenues (expenses)

Income (Loss) before capital contributions and transfers
Capital contributions
Transfers out

Change in net assets

Total net assets - Beginning

Total net assets - Ending

The accompanying notes to the financial statements are an integral part of these statements.
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2011 2010
46,423,582 41,963,447
23,752,406 21,957,460
9,910,270 8,470,505
13,906,189 14,825,652
1,880,256 1,464,034
9,183,811 10,042,434
4,090,116 5,361,187
109,146,630 104,084,719
6,589,850 7,046,791
1,338,219 1,087,348
6,730,972 6,453,069
3,256,055 2,950,042
1,015,409 1,321,269
6,925,900 6,810,605
18,509,472 19,635,746
21,470,194 21,030,309
65,836,071 66,335,179
43,310,559 37,749,540
23,547,880 22,994,577
19,762,679 14,754,963
511,961 414,396

(18,900,822) (16,961,524)

570,492 —
239,018 (4,193,503)

(17,579,351)

(20,740,631)

2,183,328 (5,985,668)
6,331,421 11,796,440
(1,072,000) —
7,442,749 5,810,772
218,132,670 212,321,898
225575419 $ 218,132,670




MIAMI-DADE COUNTY, FLORIDA
SEAPORT DEPARTMENT
Statements of Cash Flows

Years ended September 30, 2011 and September 30, 2010

Cash flows from operating activities:
Cash received from customers and tenants
Cash paid to suppliers
Cash paid to employees for services
Net cash provided by operating activities
Cash flows from noncapital financing activities:
Transfers out
Cash flows from capital and related financing activities:
Capital grants received
Principal payments:
Bonds
Notes and loans
Capital Acquisition Bonds
Interest paid
Purchase of capital assets
Proceeds from issuance of long term debt
Net cash (used for) provided by capital and related
financing activities
Cash flows from investing activities:
Investments purchased
Proceeds from sale and maturities of investments
Interest and dividends from investments
Net cash provided by (used for) investing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents (including restricted assets) at
beginning of year

Cash and cash equivalents (including restricted assets) at
end of year

(Continued)

2011

2010

105,752,802
(34,464,847)
(30,435,744)

$

102,750,392
(36,786,761)
(30,821,198)

40,852,211 35,142,433
(1,072,000) —
8,218,338 14,233,675
(13,187,500) (8,090,000)
(3,735,000) (3,500,000)
(310,000) (300,000)

(19,402,908)
(25,808,043)

(16,018,866)
(40,585,877)

58,679,660 —
4,454,547 (54,261,068)
(79,183,728) (26,907,523)
26,907,523 48,733,548
511,963 414,396
(51,764,242) 22,240,421
(7,529,484) 3,121,786
16,613,360 13,491,574
9,083,876 16,613,360

The accompanying notes to the financial statements are an integral part of these statements
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MIAMI-DADE COUNTY, FLORIDA
SEAPORT DEPARTMENT
Statements of Cash Flows (continued)
Years ended September 30, 2011 and September 30, 2010

Reconciliation of operating income to net cash provided by operating activities

Operating income $
Adjustments to reconcile operating income to net cash
Depreciation
Changes in assets and liabilities:
(Increase) decrease in accounts receivable, net
Decrease (increase) in due from other government
(Increase) decrease in prepaid expenses
and other current assets
Increase (decrease) in accounts payable,
accrued expenses and due to other Miami-Dade County Funds
Increase (decrease) in accrued payroll and related expenses and compensated absences
Decrease in master lease agreement liability
Decrease in unearned revenue
Increase (decrease) in other liabilities

Net cash provided by operating activities $

2011 2010
19,762,679 $ 14,754,963
23,547,880 22,994,577
(2,093,057) 996,444

542,945 (542,945)
(333,591) 432,847
1,541,506 (1,694,967)
(103,499) 122,234
(1,092,488) (1,728,631)
(208,280) (602,142)
(711,884) 410,053
40,852,211 $ 35142433

Supplemental disclosure for noncash investing, capital and financing activities:

During fiscal year 2011, the Seaport had a change in construction and related liabilities of $3,771,585 which impacted the cash uses for capital and

related financing activities. Additionally, the Seaport capitalized $1,225,006 of interest during the same year.

During fiscal year 2010, the Seaport had a change in construction and related liabilities of $3,654,771, which impacted the cash uses for capital and

related financing activities. Additionally, the Seaport capitalized $815,920 of interest during the same year.

For fiscal years 2011 and 2010, the Seaport did not record or receive any noncash capital contributions. Capital grants receivable was

$747,975 and $2,634,893 at fiscal year 2011 and 2010, respectively

Due to the immaterial amount of the unrealized gains, the Seaport did not record any changes in fair value of investments for fiscal years 2011 and

2010.

(Concluded)

The accompanying notes to the financial statements are an integral part of these statements
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Miami-Dade County, Florida Seaport Department
Fiscal 2011 Comprehensive Annual Financial Report
Notes to the Financial Statements

(1) General Description

The Miami-Dade County, Florida Seaport Department (thereafter "Seaport") is a department of
Miami-Dade County, Florida (the "County") established for the purpose of operating the Dante B.
Fascell Port of Miami-Dade. Miami-Dade County purchased the Port of Miami from the City of
Miami for $1.3 million in 1960 and constructed a new and improved port on the island property
along the south side of the ship channel. The new, improved port included Dodge Island, joined
by the bridge to the Miami mainland, plus, immediately to the southeast of Dodge Island, Lummus
Island. The two islands later would be joined by fill to form the contiguous island port that exists
today.

The accompanying financial statements present only the Seaport and are not intended to present
the financial position of the County and results of its operations and its cash flows, in conformity
with generally accepted accounting principles in the United States.

(2) Summary of significant accounting policies

(a) Basis of Accounting and Reporting Entity

Seaport functions as a self-supporting enterprise fund of the County. An enterprise fund is used
to account for the financing of services to the public on a continuing basis with costs recovered
primarily through user charges. Accordingly, the Seaport's financial statements have been
prepared using the economic resources measurement focus and the accrual basis of accounting.
Revenues are recorded when earned and expenses are recorded at the time liabilities are
incurred, regardless of when the related cash flows take place.

(b) Application of FASB Pronouncements to Proprietary Funds

GASB Statement No. 20, Accounting and Financial Reporting for Proprietary Funds and Other
Governmental Entities that use Proprietary Fund Accounting, gave the option of adopting
Financial Accounting Standards Board (FASB) standards issued after November 30, 1989, unless
the latter contradict GASB pronouncements, or not following FASB standards issued after such
date. The Seaport elected the option of not following FASB standards issued after that date.

(c) Cash and Cash Equivalents and Investments

Seaport maintains substantially all of its cash and investments with the County's pool of cash and
investments, except for those situations in which separate cash and investment accounts are
required to be maintained in accordance with legal restrictions. The Seaport's share of the total
pooled cash and investments (including accrued interest), as well as non-pooled cash and
investments, is displayed in the statements of net assets as "Cash and Cash Equivalents" and
"Investments" under the current unrestricted and current and long-term restricted captions.
Income earned or losses arising from pooled cash and investments are allocated by the County
on a monthly basis to the appropriate funds and entities based on their respective average daily
balances. Cash includes cash on hand, amounts in demand deposits, and positions in investment
pools that can be deposited or withdrawn without notice or penalty. Cash equivalents are short-
term, highly liquid securities with known market values and maturities, when acquired, of less
than three months.

The Seaport adopted the provisions of GASB Statement No. 31, Accounting and Financial
Reporting for Certain Investments and External Investment Pools, which established accounting
and financial reporting standards for all investments, including fair value standards. Non-
participating investments, such as nonnegotiable certificates of deposit with redemption values
that do not consider market rates, are reported at amortized cost. Participating investments are
carried at fair value, and unrealized gains and losses due to variations in fair value are
recognized for the year.
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For purposes of the statements of cash flows, the Seaport considers amounts in pooled as well
as non-pooled demand deposits and short-term investments including restricted assets, with an
original maturity of three months or less from the date acquired to be cash equivalents.

(d) Accounts Receivable and Allowance for Doubtful Accounts

Receivables include amounts due from customers for services provided by Seaport and are
recorded when the related revenue is earned. Allowances for uncollectible receivables are based
upon historical trends and periodic aging of receivables. The Seaport fully reserves for all
receivables greater than 90 days with the exception of accounts that are in the collection process.
The allowance balance was $0.85 million and $3.6 million for fiscal years 2011 and 2010,
respectively. During fiscal years 2011 and 2010, pursuant to Administrative Order 3.9 Writeoff
Accounts Receivable Arising from User Charges, the Seaport wrote-off $3,026,466 and $242,136
respectively of uncollectible accounts. The Seaport recorded adjustments to the allowance of
$258,447 and $105,525 for fiscal year 2011 and 2010, respectively, with an offset to revenue in
the statements of revenues, expenses and changes in net assets.

(e) Restricted Assets
The use of certain assets is restricted by specific bond covenants and other legal requirements.
Assets so designated are identified as restricted assets on the statements of net assets.

(f) Application of Restricted and Unrestricted Assets
The Seaport's policy when both restricted and unrestricted assets are available to be used for a
certain purpose is to use restricted assets first, then use unrestricted assets as needed.

(g) Capital Assets and Depreciation

Property and equipment are recorded at cost, except for property contributed by third parties,
which is recorded at fair market value at the date of contribution. Expenditures for maintenance,
repairs, minor renewals and betterments are expensed as incurred. Major renewals and
betterments are treated as property additions. When property is disposed of, the cost and related
accumulated depreciation is eliminated from the accounts and any gain or loss on the transaction
is reflected in the statements of revenues, expenses, and changes in net assets.

Capital assets are depreciated over their useful lives unless they are inexhaustible (e.g., land,
dredging, and certain individual items or collections with historical or artistic value). The dredging
costs associated with excavating to reach a certain depth are capitalized. Conversely, the costs
associated with maintaining the channel to the designed depths are expensed as incurred. The
Seaport Department capitalizes all assets with a historical cost of $1,000 or more and a useful life
of one year or greater. The Seaport uses the straight-line depreciation method over the following
estimated useful lives:

Asset Useful Life
Buildings and structures 25-50 years
Improvements other than buildings 15-50 years
Machinery and equipment 5-25 years

(h) Interest on Indebtedness

Interest is charged to expense as incurred, except for the amount of interest that is capitalized
which is determined by applying the Seaport’'s weighted average interest rate to the average
amount of accumulated expenditure for capital construction during the period and for interest
related to tax-exempt borrowings used for construction projects, net of interest earned on those
construction funds borrowed, which are capitalized. In fiscal years 2011 and 2010, the Seaport
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incurred interest expense of approximately $18.9 million and $16.96 million net of capitalized
interest of approximately $1.2 million and $0.8 million, respectively.

() Refunding of Debt

For current and advance refunding resulting in the defeasance of debt, the difference between
the reacquisition price and the net carrying amount of the old debt is deferred and amortized as a
component of interest expense on a straight-line basis over the remaining life of the old debt or
the life of the new debt, whichever is shorter. The deferred refunding loss amount is reported as a
deduction from the debt in the accompanying financial statements.

(j) Bond Discount and Issuance Costs

Discount on bonds and bond issuance costs are amortized using the straight-line method over
the life of the related bond issue since the results are not significantly different from the effective
interest method of amortization.

(k) Compensated Absences

Seaport accounts for compensated absences by accruing a liability for employees' compensation
for future absences according to the guidelines of GASB Statement No. 16, Accounting for
Compensated Absences. As of September 30, 2011 and 2010, long-term liabilities for
compensated absences were $4.6 million and $5.0 million, respectively and short-term liabilities
for compensated absences were $1.6 million and $1.7 million, respectively.

() Deferred Compensation Plan

The County offers its employees a deferred compensation plan (the “Plan”) created in
accordance with Internal Revenue Code Section 457. The Plan, available to all County
employees (including the Seaport Department) allows them to defer a portion of their salary to
future years. The County’s direct involvement in the Plan is limited to remitting the amounts
withheld from employees to the Plan’s administrator. The deferred compensation plan is not
available to employees until termination, retirement, death or an unforeseen emergency. The
deferred compensation plan is not included in Seaport’s financial statements.

(m) Revenue and Expense Classifications

Items of income and expense relating to Seaport property and operations including wharfage,
dockage, rental, gantry cranes, ground transportation, water and electric services, parking fees
and miscellaneous port services are classified as operating revenue and expenses. All other
revenue and expenses are classified as non-operating. The components of the major revenue
captions are:

Cruise Wharfage — revenue from charges assessed per passenger when embarking from or
debarking to Seaport property.

Cruise Dockage — revenue from charges assessed to cruise vessels for use of berthing space.

Cargo Wharfage — revenue from charges assessed against cargo for the use of the Seaport to
load and unload cargo from vessels.

Cargo Dockage — revenue from charges assessed to cargo vessels for use of berthing space
Rentals — rentals of land, buildings, machinery and equipment.
Approximately 71% of the Port's operating revenues and corresponding receivables are

generated from five operators. The Table below summarizes it between cruise and cargo
operators. Amounts are in thousands.
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Cruise Operator Revenue Receivable  Cargo Operator Revenue Receivable
Company A $ 26,429 % 1,250 Company A $ 12,859 $ 927
Company B 14,738 744 Company B 12,692 316
Company C 10,877 3,408 Total $ 25551 $ 1,243
Total $ 52,043 $ 5,402

(n) Rates, Fees, Rentals and Other Charges

If not specified by contract, the Seaport's rates, fees, rentals and other charges are published in
Terminal Tariff No.010 and are subject to the rate covenant provisions of Ordinance 88-66
("Master Bond Ordinance") governing senior lien bonds (see note 5). Pursuant to this covenant,
the Seaport agrees that it will maintain the present level of rates, fees, rentals and other charges
unless the Seaport Director requests and concurs with recommendations by the Seaport's
consulting engineers for revisions. The consulting engineer reviews the rates and issues
recommendations to meet the Master Bond Ordinance's provisions. The Seaport reviews its
tariffs annually during the budget process for any necessary revisions.

(o) Pension Plan and Postemployment Benefits

The Seaport contributes to the Florida Retirement System, a cost-sharing multi-employer plan.
Under GASB Statement No. 27, Accounting for Pensions by State and Local Government
Employers ("GASB No. 27"), employers that participate in multi-employer defined benefit plans
are required to measure and disclose an amount for annual pension costs on the accrual basis of
accounting based on contractually required contributions. In fiscal year 2005, the Department
adopted the provisions, pertaining to pension transactions, of GASB Technical Bulletin No. 2004-
2 Recognition of Pension Benefit Expenditures/Expenses and Liabilities by Cost Sharing
Employers ("the Bulletin™). The adoption of the Bulletin did not have an impact on the financial
statements of the Seaport. The provisions of the Bulletin pertaining to other post employment
benefits (OPEB) transactions were applied simultaneously with the adoption of GASB Statement
45, Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than
Pensions.

(p) Grants

Grants received for the acquisition or construction of capital assets are recorded as capital
contributions in the statements of revenues, expenses and changes in net assets, when earned.
Grants are earned when costs relating to such capital assets, which are reimbursable under the
terms of the grants, have been incurred.

(q) Use of estimates

The preparation of financial statements in conformity with Generally Accepted Accounting
Principles (GAAP) requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at
the date of the financial statements and the reported amounts of revenues and expenses during
the reporting period. Actual results could differ from those estimates.

(r) Reclassification
Certain prior year amounts have been reclassified to conform with the current year’'s presentation.

(s) Net assets

Equity in the Seaport’'s statement of net assets is displayed in four categories: 1) invested in
capital assets, net of related debt, (2) restricted for debt service and reserve (3) restricted for
construction and other and (4) unrestricted. Net assets invested in capital assets, net of related
debt consists of capital assets reduced by accumulated depreciation and by any outstanding debt
incurred to acquire, construct or improve those assets, excluding unexpended proceeds. Net
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assets are reported as restricted when there are third party limitations (statutory, contractual or
bond covenant) on their use. Unrestricted net assets consist of all net assets that do not meet
the definition of either of the other three components.

(t) Unearned revenues
Unearned revenue consists of unapplied payments received from customers. Such amounts are
recognized as revenue in subsequent periods as they are earned.

(3) Cash, Cash Equivalents, and Investments

The County is responsible for all treasury functions, and pools all cash and investments, except
for separate cash and investment accounts which are maintained under legal restrictions.
Seaport’s equity share of the total pooled cash and investments is included in the accompanying
Statement of Net Assets under the current and restricted captions “Pooled cash and cash
equivalents” or “Pooled investments”. The carrying amounts of Seaport's cash on hand is $9.1
million, pooled current and noncurrent investments held by the County are $67.4 million and
$11.8 million, respectively, which represents less than 5% of the County’s pooled cash, cash
equivalent and investments as of September 30, 2011. (See the County’s Comprehensive
Annual Financial Report for disclosures relating to its interest rate risk, credit risk, custodial credit
risk and concentration of credit risk).

During fiscal year 2011, Seaport maintained the reserves required by the Master Bond Ordinance
(see note 5) and made, from available operating and nonoperating revenue, all transfers and
deposits required by the Master Bond Ordinance and other subordinated debt agreements.

(4) Capital assets

Capital asset activity for the years ended September 30, 2011 and 2010, are as follows (in
thousands):

Balance at  Additions  Deletions Balance at  Additions  Deletions Balance at
9/30/09 9/30/10 9/30/11

Capital assets, not being depreciated:

Land and related costs $ 198596 $ 9,809 $ - $ 208,405 $ 2,010 $ - % 210,415

Construction in progress 45,926 33,703 (45,782) 33,847 21,086 (9,725) 45,208
Total capital assets,

not being depreciated 244,522 43,512 (45,782) 242,252 23,096 (9,725) 255,623
Capital assets being depreciated:

Buildings, transit sheds and terminals 422,035 33,893 - 455,928 553 456,481

Improvements other than buildings 279,647 659 - 280,306 - 280,306

Machinery and equipment 43,869 5,064 - 48,933 9,337 58,270
Total capital assets being depreciated 745,551 39,616 - 785,167 9,890 795,057
Less accumulated depreciation for:

Buildings, transit sheds and terminals (149,972) (13,436) - (163,408) (13,655) (177,063)

Improvements other than buildings (76,902) (6,720) - (83,622) (6,720) (90,342)

Machinery and equipment (16,323) (2,839) - (19,162) (3,172) (22,334)
Total accumulated depreciation (243,197) (22,995) - (266,192) (23,547) (289,739)
Total capital assets, being

depreciated, net 502,354 16,621 - 518,975 (13,657) 505,318
Total capital assets, net $ 746876 $ 60,133 $ (45,782) $ 761,227 $ 9,439 $ (9,725) $ 760,941
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In fiscal years 2011 and 2010, Seaport transferred approximately $2.0 million and $9.6 million,
respectively in completed projects that were related to land, transferring these costs from
construction in progress to land and related costs. For fiscal years 2011 and 2010, the Seaport
expensed construction in progress projects totaling $501,177 and $972,646, respectively, due to
reprioritizing of capital projects based on capital needs. These operating expenses were recorded
in the statements of revenues, expenses and changes in net assets.

(5) Long-term Debt

(a) Bond Covenant

Under the provisions of Master Ordinance 88-66, as amended, (the "Ordinance") authorizing the
issuance of senior lien bonds, the County has issued Seaport Revenue Bonds and Seaport
General Obligation Bonds on a parity basis. Principal is paid annually on October 1 for all
Revenue and General Obligation Bonds; interest is paid semiannually on October 1 and April 1
every year. The revenue bonds are payable solely from the revenue of the Seaport and are not
general obligations of the County. The general obligation bonds are payable primarily from the
revenue of the Seaport, and, to the extent that the revenue of the Seaport is insufficient, are
payable from ad valorem taxes levied on property in Miami-Dade County without limit as to rate or
amount. The Ordinance requires the County to maintain and revise the schedule of rates and
fees at the Seaport such that revenue will be sufficient to provide an amount at least equal to the
total of: (a) 100 percent of operating expenses (seaport operations, as defined), as computed
from the annual budget; (b) 125 percent of the maximum principal and interest requirements on
all revenue bonds for any future fiscal year plus 110 percent of the maximum principal and
interest requirements on general obligation bonds for any future fiscal year; (c) 100 percent of the
required transfers to pay for the respective annual debt service requirements. The net revenue
requirements for maximum principal and interest applicable to Revenue Bonds and General
Obligation Bonds were met in fiscal year 2011.

(b) Seaport Revenue Bonds

Seaport Revenue Refunding Bonds, Series 1995 —On September 29, 1995, the County issued
$44.9 million of Seaport Refunding Revenue Bonds Series 1995, the proceeds of which, together
with other legally available moneys, were used to: (1) prepay $16.9 million of the then outstanding
$17.3 million Seaport Revenue Refunding Bonds Series 1988A; (2) prepay $13.3 million of the
$13.6 million Seaport Revenue Refunding Bonds Series 1988B; (3) prepay $15.6 million of the
then outstanding $27.3 million Seaport Revenue Refunding Bonds Series 1990E; and (4) to pay
issuance costs. The Series 1995 Bonds are scheduled for payment through the year 2015.

Seaport Revenue Bonds, Series 1996 —On November 21, 1996, the County issued $29.3 million
of Seaport Revenue Bonds, Series 1996. The net proceeds of $28.8 million were used to: (1) pay
certain capital improvements costs for the Seaport Department's passenger terminal facilities; (2)
pay issuance costs; (3) and to fund a portion of the Reserve Account Requirement for the Series
1996 Revenue Bonds. The Series 1996 Bonds are scheduled for payment through the year 2026.

(c) Seaport General Obligation Bonds

Seaport General Obligation, Refunding Bonds, Series 1996 —On January 18, 1996, the County
issued $149.9 million of Seaport General Obligation Refunding Bonds, Series 1996 ("Series 1996
G.O. Refunding Bonds"). The net proceeds of approximately $149.7 million, together with
approximately $6.6 million of other available Seaport funds were used to: (1) fund the escrow
account used to advance refund approximately $138.3 million of the outstanding Seaport General
Obligation Bonds; (2) fund $4.4 million for the balance of the Reserve Account Requirement for
the Series 1996 G.O. Refunding Bonds; and (3) pay issuance costs.
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The Series 1996 G.O. Refunding Bonds were payable primarily from the revenue of the Seaport
on a parity basis with the Seaport's outstanding Revenue Bonds and the portion of the Series
1992 Bonds not refunded by the Series 1996 G.O. Bonds. The Series 1996 G.O. Bonds were
additionally a general obligation of the County, and, to the extent that the revenue of the Seaport
was insufficient to pay debt service on the Series 1996 G.O. Refunding Bonds, were payable
from ad valorem taxes levied on all taxable property in the County without limit as to rate or
amount. The Series 1996 G.O. Refunding Bonds were refunded in 2011 with proceeds from the
Miami-Dade County, Florida Seaport General Obligation Refunding Bonds, Series 2011C (the
Series 2011C Bonds).

On May 26, 2011, the County issued $111.4 million the