OCTOBER 8, 2015 U.S. PUBLIC FINANCE

MooDy’s

INVESTORS SERVICE

ISSUER COMMENT Deepening and Widening of the Barbours
Cut Channel is Credit Positive for Port of
Houston Authority, TX

From U.S. Public Finance Weekly Credit Outlook

On September 29, Port of Houston Authority, TX (Aaa) announced the completion of the
deepening and widening of Barbours Cut Channel, making Barbours Cut Container Terminal the
DALLAS +1.214.220.4350 Port Authority's first 45-foot deep draft container facility. The completion is credit positive
Adebola Kushimo 1214979 6847  Decause it allows more ships to call at Barbours Cut simultaneously, and it increases the port's
Assistant Vice President - Analyst ability to compete for larger ships to call, which should grow revenues and contribute to
adebola.kushimo@moodys.com economic prosperity in the region.

Analyst Contacts:

The Port of Houston, which includes the Port Authority’s public terminals and over 150 privately
owned facilities along the Houston Ship Channel, is the busiest port in the US by foreign tonnage
and the second busiest by total tonnage (see Exhibit 1). As recently as 2012, the port contributed
directly and indirectly to a total economic output of $178.5 billion to the State of Texas (Aaa
stable), which is about 18% of the state's GDP, according to a Martin Associates Study. The
output is an increase of 51.8% over the $117.6 billion output in 2007. While the recent
appreciation of the dollar may weaken demand for US exports in the near term, we expect the
overall impact of the port expansion to be strong.

EXHIBIT 1
Houston's Port is the Second Busiest In the US By Total Tonnage
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Along with the healthcare sector, the port is one of the main anchors of the Houston economy. It has also
helped to diversify the Houston area away from its dependence on oil and gas. With a slump in the energy
sector, growth in other economic drivers such as the transportation sector, will be important to stabilize the
regional economy.

Historical marine activity at the port has been strong with freight traffic (excluding tonnage handled by private
terminals) increasing in each year since 2005, except in 2009 when a decline coincided with the national
recession. Including private terminal tonnage, total freight traffic remained relatively flat between fiscal 2005
and 2013, while foreign traffic showed an almost 10% increase. However, the value of the tonnage increased
significantly during the eight year period, with foreign value growing 94.2%.(See Exhibit 2).

EXHIBIT 2
Foreign Freight Has Almost Doubled in Value
s EXpOIts Imports
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Source: Port of Houston Authority, TX FY 2014 Comprehensive Annual Financial Report (CAFR)

The recent expansion and planned capital projects should drive the port’s capacity, in line with the
completion of the widening of the Panama Canal in 2016. The expanded Panama Canal will bring more and
larger ships to the US ports on the East and Gulf Coasts and this project will allow the port to keep pace
with others in competing for these larger ships. Over the next three years, projected capital projects total an
average of $216 million annually (2015 official statement) with several projects aimed at further increasing
the efficiency and capacity of the port.
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