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This Agenda contains a brief general description of each item to be considered. The

indication of a recommended action does not indicate what action (if any) may be taken.

Please note that agenda items may be taken out of order. If comments are made
to the Board without prior notice or are not listed on the Agenda, no specific answers or
responses should be expected at this meeting pursuant to State law.

Staff Reports and documentation relating to each item of business on the Agenda are
on file in Board Services and are available for public inspection.

NOTE: Pursuant to Authority Code Section 2.15, all Lobbyists shall register as an
Authority Lobbyist with the Authority Clerk within ten (10) days of qualifying as a
lobbyist. A qualifying lobbyist is any individual who receives $100 or more in any
calendar month to lobby any Board Member or employee of the Authority for the
purpose of influencing any action of the Authority. To obtain Lobbyist Registration
Statement Forms, contact the Board Services/Authority Clerk Department.

PLEASE COMPLETE A "REQUEST TO SPEAK” FORM PRIOR TO THE
COMMENCEMENT OF THE MEETING AND SUBMIT IT TO THE AUTHORITY
CLERK. PLEASE REVIEW THE POLICY FOR PUBLIC PARTICIPATION IN BOARD
AND BOARD COMMITTEE MEETINGS (PUBLIC COMMENT) LOCATED AT THE
END OF THE AGENDA.

The Authority has identified a local company to provide oral interpreter and translation
services for public meetings. If you require oral interpreter or translation services,
please telephone the Board Services /Authority Clerk Department with your request at
(619) 400-2400 at least three (3) working days prior to the meeting.

SANDIEGO

INTERNATIONAL AIRPORT.
LET'S
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CALL TO ORDER:

PLEDGE OF ALLEGIANCE:

ROLL CALL:

PRESENTATIONS:

REPORTS FROM BOARD COMMITTEES, AD HOC COMMITTEES, AND CITIZEN
COMMITTEES AND LIAISONS:

e AUDIT COMMITTEE:

Committee Members: Hollingworth, Lloyd, Robinson (Chair), Schiavoni, Tartre,
Van Sambeek, West

e CAPITAL IMPROVEMENT PROGRAM OVERSIGHT COMMITTEE:
Committee Members: Boling, Kersey (Chair), Schumacher, Robinson

e EXECUTIVE PERSONNEL AND COMPENSATION COMMITTEE:
Committee Members: Boling, Cox, Desmond (Chair), Kersey

e FINANCE COMMITTEE:
Committee Members: Cox (Chair), Lloyd, Schiavoni, West

AD HOC COMMITTEES

e GROUND TRANSPORTATION AD HOC:
Committee Members: Lloyd, Schiavoni, West (Chair)

ADVISORY COMMITTEES

e AUTHORITY ADVISORY COMMITTEE:
Liaison: Robinson (Primary), Schiavoni

e ART ADVISORY COMMITTEE:
Committee Member: Robert H. Gleason

LIAISONS

e CALTRANS:
Liaison: Binns

e INTER-GOVERNMENTAL AFFAIRS:
Liaison: Cox

e MILITARY AFFAIRS:
Liaison: Dockery
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e PORT:
Liaisons: Boling (Primary), Cox, Robinson

e WORLD TRADE CENTER:
Representatives: Robert H. Gleason

BOARD REPRESENTATIVES (EXTERNAL)

e SANDAG TRANSPORTATION COMMITTEE:
Representatives: Boling (Primary), Schiavoni

e SANDAG BOARD OF DIRECTORS:
Representative: Boling
(Effective 1/2019)

CHAIR’S REPORT:

PRESIDENT/CEO’S REPORT:

NON-AGENDA PUBLIC COMMENT:

Non-Agenda Public Comment is reserved for members of the public wishing to address
the Board on matters for which another opportunity to speak is not provided on the
Agenda, and which is within the jurisdiction of the Board. Please submit a completed
speaker slip to the Authority Clerk. Each individual speaker is limited to three (3)
minutes. Applicants, groups and jurisdictions referring items to the Board for
action are limited to five (5) minutes.

Note: Persons wishing to speak on specific items should reserve their comments until
the specific item is taken up by the Board.

CONSENT AGENDA (Items 1-14):

The consent agenda contains items that are routine in nature and non-controversial.
Some items may be referred by a standing Board Committee or approved as part of the
budget process. The matters listed under 'Consent Agenda' may be approved by one
motion. Any Board Member may remove an item for separate consideration. Items so
removed will be heard before the scheduled New Business Items, unless otherwise
directed by the Chair.

1. APPROVAL OF MINUTES:
The Board is requested to approve minutes of prior meetings.
RECOMMENDATION: Approve the minutes of the November 1, 2018 regular
meeting.
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ACCEPTANCE OF BOARD AND COMMITTEE MEMBERS WRITTEN
REPORTS ON THEIR ATTENDANCE AT APPROVED MEETINGS AND PRE-
APPROVAL OF ATTENDANCE AT OTHER MEETINGS NOT COVERED BY
THE CURRENT RESOLUTION:

The Board is requested to accept the reports.

RECOMMENDATION: Accept the reports and pre-approve Board member
attendance at other meetings, trainings and events not covered by the current
resolution.

(Board Services: Tony R. Russell, Director/Authority Clerk)

3. AWARDED CONTRACTS, APPROVED CHANGE ORDERS FROM OCTOBER 8,
2018 THROUGH NOVEMBER 11, 2018 AND REAL PROPERTY AGREEMENTS
GRANTED AND ACCEPTED FROM OCTOBER 8, 2018 THROUGH NOVEMBER 11,
2018:

The Board is requested to receive the report.
RECOMMENDATION: Receive the report.
(Procurement: Jana Vargas, Director)

4. APPROVE AN AMENDMENT TO THE 401(A) DEFERRED COMPENSATION
PLAN WITH MASSACHUSETTS MUTUAL LIFE INSURANCE COMPANY:

The Board is requested to approve an amendment.
RECOMMENDATION: Adopt Resolution No. 2018-0129, approving and
authorizing the President/CEO to execute the first amendment to the 401(a)
Deferred Compensation Plan with Massachusetts Mutual Life Insurance
Company.
(Legal: Amy Gonzalez, General Counsel)

CLAIMS

5. REJECT THE CLAIM OF VASQUEZ CONSTRUCTION:
The Board is requested to reject a claim.
RECOMMENDATION: Adopt Resolution No. 2018-0130, rejecting the claim of
Vasquez Construction.
(Legal: Amy Gonzalez, General Counsel)

6. REJECT THE CLAIM OF ERIC ANTONIUS:

The Board is requested to reject a claim.

RECOMMENDATION: Adopt Resolution No. 2018-0131, rejecting the claim of
Eric Antonius.

(Legal: Amy Gonzalez, General Counsel)
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COMMITTEE RECOMMENDATIONS

7.

10.

11.

APPROVE ESTABLISHING THE DATE AND TIME OF BOARD AND ALUC
MEETINGS FOR 2019, AS INDICATED IN THE PROPOSED 2019 MASTER
CALENDAR OF BOARD AND COMMITTEE MEETINGS:

The Board is requested to approve the proposed 2019 Master Calendar.
RECOMMENDATION: The Executive Committee recommends the Board Adopt
Resolution No. 2018-0132, establishing the date and time of Board and ALUC
meetings for 2019 as indicated on the proposed 2019 Master Calendar of Board
and Committee Meetings.

(Board Services: Tony R. Russell, Director/Authority Clerk)

ADOPTION OF AMENDMENTS TO AUTHORITY POLICIES:

The Board is requested to adopt the policy amendments.
RECOMMENDATION: The Executive Committee recommends that the Board
Adopt Resolution No. 2018-0133, approving amendments to Authority Policies
1.10, 1.33, 1.40, 1.41, 1.60, 3.01, 3.02, 3.03, 3.31, 4.10, 4.20, 4.21, 4.30 and
4.40 and repealing Policy 4.02.

(Board Services: Tony R. Russell, Director/Authority Clerk

AMEND AUTHORITY POLICY 5.12 - PREFERENCE TO SMALL BUSINESSES
TO INCLUDE LOCAL AND VETERAN OWNED SMALL BUSINESS
PREFERENCES AND APPEAL POLICY 5.13 - LOCAL BUSINESS
OPPORTUNITIES, AND POLICY 5.14 - SMALL BUSINESS, LOCAL
BUSINESS AND SERVICE-DISABLED VETERAN OWNED SMALL BUSINESS
GOAL AND PREFERENCE PROGRAM:

The Board is requested to amend the policies.

RECOMMENDATION: The Executive Committee recommends that the Board
Adopt Resolution No. 2018-0134, amending Policy 5.12 to include local and
veteran owned business preferences and repealing Policy 5.13 and 5.14.
(Revenue Management & Innovation: Domenico D’Ambrosio, Vice President
& Chief Revenue Officer)

FISCAL YEAR 2019 FIRST QUARTER ACTIVITIES REPORT AND AUDIT
RECOMMENDATIONS ISSUED BY THE OFFICE OF THE CHIEF AUDITOR:
The Board is requested to accept the report.

RECOMMENDATION: The Audit Committee recommends that the Board accept
the report.

(Audit: Lee Parravano, Chief Auditor)

EXTERNAL AUDITOR’S FISCAL YEAR ENDED JUNE 30, 2018, REPORTS:
A) AUDITED FINANCIAL STATEMENTS, B) SINGLE AUDIT REPORTS, C)
PASSENGER FACILITY CHARGE COMPLIANCE REPORT, D) CUSTOMER
FACILITY CHARGE COMPLIANCE REPORT, AND E) LETTER TO THE
BOARD:

The Board is requested to accept the report.

RECOMMENDATION: The Audit Committee recommends that the Board accept
the report.

(Finance & Asset Management: Kathy Kiefer, Senior Director)
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12.

REVIEW OF THE COMPREHENSIVE ANNUAL FINANCIAL REPORT (CAFR)
FOR THE FISCAL YEAR ENDED JUNE 30, 2018:

The Board is requested to accept the report.

RECOMMENDATION: The Audit Committee recommends that the Board accept
the report.

(Finance & Asset Management: Kathy Kiefer, Senior Director)

CONTRACTS AND AGREEMENTS

13.

14.

AWARD A CONTRACT TO ACE ELECTRIC, INC. FOR APRON LIGHTING
LED UPGRADE AT SAN DIEGO INTERNATIONAL AIRPORT:

The Board is requested to award a contract.

RECOMMENDATION: Adopt Resolution No. 2018-0135, awarding a contract to
Ace Electric, Inc., in the amount of $681,429 for Project No. 601055, Apron
Lighting LED Upgrade at San Diego International Airport.

(Facilities Management: David LaGuardia, Director)

APPROVE AND AUTHORIZE THE PRESIDENT/CEO TO EXECUTE A
FOURTH AMENDMENT TO THE PUBLIC ART AGREEMENT WITH BALL-
NOGUES STUDIO FOR PARKING PLAZA PUBLIC ART PROJECT:

The Board is requested to approve an amendment.

RECOMMENDATION: Adopt Resolution No. 2018-0136, approving and
authorizing the President/CEO to execute a Fourth Amendment to the Public Art
Agreement with Ball-Nogues Design Studio, LLC to extend the term for an
additional 2 months resulting in a termination date of March 1, 2019.
(Marketing, Arts & Air Service Development: Lauren Lockhart, Art Program
Manager)

CONTRACTS AND AGREEMENTS AND/OR AMENDMENTS TO CONTRACTS AND
AGREEMENTS EXCEEDING $1 MILLION

PUBLIC HEARINGS:

OLD BUSINESS:

NEW BUSINESS:

15.

APPROVE THE DECEMBER 2018 LEGISLATIVE REPORT AND 2019
LEGISLATIVE AGENDA:

The Board is requested to approve the report and agenda.
RECOMMENDATION: Adopt Resolution No. 2018-0137, approving the
December 2018 Legislative Report and 2019 Legislative Agenda.
(Operations: Angela Shafer-Payne, Vice President & Chief Operating
Officer)
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16.

AWARD A CONTRACT TO GRANITE CONSTRUCTION COMPANY FOR
HYDRANT FUELING INFRASTRUCTURE AT SAN DIEGO INTERNATIONAL
AIRPORT:

The Board is requested to award a contract.

RECOMMENDATION: Adopt Resolution No. 2018-0138, awarding a contract

to Granite Construction Company in the amount of $40,988,313, for Project
No.104249 Hydrant Fueling Infrastructure at San Diego International Airport.
(Development: Dennis Probst, Vice President & Chief Development Officer)

CLOSED SESSION:

17.

18.

19.

20.

21.

22,

CONFERENCE WITH LEGAL COUNSEL - EXISTING LITIGATION:
(Paragraph (1) of subdivision (d) of Cal. Gov. Code §54956.9)

Name of Case: San Diego County Regional Airport Authority v. American Car
Rental, Inc., San Diego Superior Court Case No. 37-2016-00024056-CL-BC-CTL

CONFERENCE WITH LEGAL COUNSEL-EXISTING LITIGATION:
(Paragraph (1) of subdivision (d) of Cal. Gov. Code §54956.9)

Name of Case: Future DB International, Inc. v. San Diego County Regional
Airport Authority, et al.

San Diego Superior Court Case No. 37-2018-00001531-CU-CR-CTL

CONFERENCE WITH LEGAL COUNSEL EXISTING LITIGATION:
(Paragraph (1) of subdivision (d) of Cal. Gov. Code 54956.9)

Name of Case: Robert Bobbett and Donna Kashani v. San Diego Unified Port
District, et al.

San Diego Superior Court Case No. 37-2018-00014667-CU-PO-CTL

CONFERENCE WITH LEGAL COUNSEL - EXISTING LITIGATION:
(Paragraph (1) of subdivision (d) of Cal. Gov. Code §54956.9)

Name of Case: Enterprise Rent-a-Car Co. Of Los Angeles LLC v. San Diego
Unified Port District, San Diego Superior Court Case No. 37-2018-00028276-CU-
MC-CTL

CONFERENCE WITH LEGAL COUNSEL - EXISTING LITIGATION:
(Paragraph (1) of subdivision (d) of Cal. Gov. Code §54956.9)

Name of Case: Park Assist LLC v. San Diego County Regional Airport Authority,
etal

United States District Court Case No. 18 CV2068 LAB MDD

CONFERENCE WITH LEGAL COUNSEL - EXISTING LITIGATION:
(Paragraph (1) of subdivision (d) of Cal. Gov. Code §54956.9)

Name of Case: Sheila Culbreath v. San Diego County Regional Airport Authority,
etal.

San Diego Superior Court Case No. 37-2018-00036327-CU-PA-CTL
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23.

24,

25.

26.

27.

CONFERENCE WITH LEGAL COUNSEL — ANTICIPATED LITIGATION:
(Initiation of litigation pursuant to paragraph (4) of subdivision (d) of Cal. Gov.
Code §54956.9)

Number of cases: 2

CONFERENCE WITH LEGAL COUNSEL — ANTICIPATED LITIGATION:
(Significant exposure to litigation pursuant to paragraph (2) of subdivision (d) of
Cal. Gov. Code §54956.9)

Investigative Order No. R9-2012-0009 by the California Regional Water Quality
Control Board pertaining to an investigation of bay sediments at the Downtown
Anchorage Area in San Diego.

Number of potential cases: 1

CONFERENCE WITH LEGAL COUNSEL — ANTICIPATED LITIGATION:
(Significant exposure to litigation pursuant to paragraph (2) of subdivision (d) of
Cal. Gov. Code §54956.9)

Navy Boat Channel Environmental Remediation

Number of potential cases: 1

CONFERENCE WITH LEGAL COUNSEL — ANTICIPATED LITIGATION:
(Significant exposure to litigation pursuant to paragraph (2) of subdivision (d) of
Cal. Gov. Code §54956.9)

Number of potential cases: 2

CONFERENCE WITH REAL PROPERTY NEGOTIATORS:

Property: Airline Operating and Lease Agreement - San Diego International Airport
Agency Negotiator: Kim Becker, Scott Brickner, John Dillon, Kathy Kiefer, Amy
Gonzalez Negotiating Parties: Alaska Airlines, Allegiant Airlines, American Airlines,
British Airways, Delta Airlines, FedEXx, JetBlue Airlines, Southwest Airlines, United
Airlines

Under Negotiation: price and terms of payment

REPORT ON CLOSED SESSION:

GENERAL COUNSEL REPORT:

BUSINESS AND TRAVEL EXPENSE REIMBURSEMENT REPORTS FOR BOARD

MEMBERS, PRESIDENT/CEO, CHIEF AUDITOR AND GENERAL COUNSEL WHEN

ATTENDING CONFERENCES, MEETINGS, AND TRAINING AT THE EXPENSE OF

THE AUTHORITY:

BOARD COMMENT:

ADJOURNMENT:
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Policy for Public Participation in Board, Airport Land Use Commission (ALUC),
and Committee Meetings (Public Comment)

1) Persons wishing to address the Board, ALUC, and Committees shall complete a “Request to
Speak” form prior to the initiation of the portion of the agenda containing the item to be addressed
(e.g., Public Comment and General Items). Failure to complete a form shall not preclude testimony,
if permission to address the Board is granted by the Chair.

2) The Public Comment Section at the beginning of the agenda is limited to eighteen (18) minutes and
is reserved for persons wishing to address the Board, ALUC, and Committees on any matter for
which another opportunity to speak is not provided on the Agenda, and on matters that are within
the jurisdiction of the Board. A second Public Comment period is reserved for general public
comment later in the meeting for those who could not be heard during the first Public Comment
period.

3) Persons wishing to speak on specific items listed on the agenda will be afforded an opportunity to
speak during the presentation of individual items. Persons wishing to speak on specific items
should reserve their comments until the specific item is taken up by the Board, ALUC and
Committees. Public comment on specific items is limited to twenty (20) minutes — ten (10) minutes
for those in favor and ten (10) minutes for those in opposition of an item. Each individual speaker
will be allowed three (3) minutes, and applicants and groups will be allowed five (5) minutes.

4) If many persons have indicated a desire to address the Board, ALUC and Committees on the same
issue, then the Chair may suggest that these persons consolidate their respective testimonies.
Testimony by members of the public on any item shall be limited to three (3) minutes per
individual speaker and five (5) minutes for applicants, groups and referring jurisdictions.

5) Pursuant to Authority Policy 1.33 (8), recognized groups must register with the Authority Clerk prior
to the meeting.

6) After a public hearing or the public comment portion of the meeting has been closed, no person
shall address the Board, ALUC, and Committees without first obtaining permission to do so.

Additional Meeting Information

NOTE: This information is available in alternative formats upon request. To request an Agenda in an
alternative format, or to request a sign language or oral interpreter, or an Assistive Listening Device
(ALD) for the meeting, please telephone the Authority Clerk’s Office at (619) 400-2400 at least three (3)
working days prior to the meeting to ensure availability.

For your convenience, the agenda is also available to you on our website at www.san.org.

For those planning to attend the Board meeting, parking is available in the public parking lot
located directly in front of the Administration Building. Bring your ticket to the third floor
receptionist for validation.

'You may also reach the Administration Building by using public transit via the San Diego
Metropolitan Transit System, Route 992. The MTS bus stop at Terminal 1 is a very short walking
distance from the Administration Building. ADA paratransit operations will continue to serve
the Administration Building as required by Federal regulation. For MTS route, fare and
paratransit information, please call the San Diego MTS at (619) 233-3004 or 511. For other
Airport related ground transportation questions, please call (619) 400- 2685.




ITEM 1
DRAFT

SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY BOARD
MINUTES
THURSDAY, NOVEMBER 1, 2018
SAN DIEGO INTERNATIONAL AIRPORT
BOARD ROOM

CALL TO ORDER: Chairman Boling called the regular meeting of the San Diego County
Regional Airport Authority Board to order at 9:00 a.m. on Thursday, November 1, 2018, in
the Board Room at the San Diego International Airport, Administration Building, 3225
North Harbor Drive, San Diego, CA 92101.

PLEDGE OF ALLEGIANCE: Chairman Boling led the Pledge of Allegiance.

ROLL CALL:

PRESENT: Board Members: Binns (Ex Officio), Boling, Cox, Desmond,
Dockery (Ex Officio), Kersey, Robinson,
Schiavoni, Schumacher, West

ABSENT: Board Members: Lloyd, Wong-Hernandez (Ex Officio)

ALSO PRESENT:  Kimberly J. Becker, President/CEO; Amy Gonzalez, General Counsel;
Tony R. Russell, Director, Board Services/Authority Clerk; Martha
Morales, Assistant Authority Clerk |

Chairman Boling announced that Item A would be heard closer to the end of the
agenda.

REPORTS FROM BOARD COMMITTEES, AD HOC COMMITTEES, AND CITIZEN
COMMITTEES AND LIAISONS:

AUDIT COMMITTEE: None.

CAPITAL IMPROVEMENT PROGRAM OVERSIGHT COMMITTEE: None.
o EXECUTIVE PERSONNEL AND COMPENSATION COMMITTEE: None.

e FINANCE COMMITTEE: Chairman Boling reported that there was no quorum of
the Finance Committee at their last meeting, therefore the full presentation would
be given today.

AD HOC COMMITTEES

e GROUND TRANSPORTATION AD HOC: Board Member West reported that
applications are being reviewed for the 8 public representatives on the
Committee with appointments expected to be finalized next week; and that the
first meeting will be scheduled the last week of November.
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ADVISORY COMMITTEES

AUTHORITY ADVISORY COMMITTEE: None.

ART ADVISORY COMMITTEE: Chris Chalupsky, Senior Manager, Art and
Community Partnership, reported that on October 28 the Arts Program
completed the call for artist submissions for the Airport’'s 2019 Temporary
Exhibition, Forces of Nature; and that submissions will be reviewed on November
13 with installations expected to begin in March 2019. He reported that Blindspot
Theatre and San Diego Dance Theatre were selected for the 2019 Performing
Arts Residency Program; and that roaming musical performances will take place
throughout the terminals to kick off the holiday travel season. He reported that
Mark Reigelman’s Parking Plaza Public Art Project, Formation, received an
Orchid Award from the San Diego Architectural Foundation at the October 4
Orchids and Onions ceremony; and that the Airport Art Advisory Committee
reviewed the draft Arts Master Plan at its October 26 meeting and voted to
forward to the Board early in 2019.

LIAISONS

CALTRANS: Board Member Binns reported that on November 2, there will be a
ground-breaking event at the Carlsbad Civic Center for the |5 North Coast
Corridor project.

MILITARY AFFAIRS: Board Member Dockery reported that November 10 is the
Marine Corps birthday.

PORT: Chairman Boling reported that the group met and discussed ways to work
together on successfully executing the Airport Development Plan.

WORLD TRADE CENTER: None.

BOARD REPRESENTATIVES (EXTERNAL)

SANDAG TRANSPORTATION COMMITTEE: Chairman Boling reported that the
committee approved funding recommendations for Cycle 4 TransNet Smart
Growth Incentive Program Capital Grants; and that updates were received on the
Mid-Coast Corridor Transit project. She reported that the committee also
discussed three distinct network concepts for inclusion in the 2019-2050
Regional Plan; and received an update on the Regional Transit Fare Study.

LIAISONS (CONTINUED)

INTER-GOVERNMENTAL AFFAIRS: Board Member Cox reported that on
October 5, President Trump signed into law H.R. 302, reauthorizing the Federal
Aviation Administration (FAA) programs, taxes, and fees for five years and
reauthorizing the Transportation Security Administration (TSA) for three years.
He reported that the FAA section of the bill maintains the current level of funding
for the Airport Improvement Program at $3.35 billion per year through FY 2023,
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and did not raise the $4.50 cap on Passenger Facility Charges. He reported that
the TSA section of the bill added a number of aviation security provisions,
authorizes $55 million annually for the TSA Law Enforcement Officer
reimbursement program, and authorizes $77 million annually for TSA to staff exit
lanes at airports.

Board Member Robinson acknowledged the passing of Anne Warren, former Board
Liaison, and asked for a moment of silence in her honor.

CHAIR’S REPORT: Chairman Boling reported that on October 24, the Harbor Drive
Mobility Committee Policy Group continued discussion about opportunities to improve
ground access to the airport and membership to the Committee was expanded to include
the County of San Diego, Metropolitan Transit System, North County Transit District, and
Marine Corps Recruit Depot. She reported that the committee received an update from
the Port of San Diego on Traffic/Mobility Analysis. She reported that on October 26, the
SANDAG Board of Directors approved adding an Airport Authority Board representative
to the SANDAG Board as an advisory member. Ms. Boling also recognized Amy
Gonzalez, General Counsel, for her 15-year anniversary with the Airport Authority.

PRESIDENT/CEQ’S REPORT: Kimberly Becker, President/CEO, reported that staff is
continuing to meet with public agencies who provided public comment on the Airport
Development Plan (ADP) draft Environmental Impact Report (EIR) to address their
concerns; and that official responses will be included in the final EIR document. She
reported that last week a letter was sent on her behalf, aiming to set the record straight
about the Authority’s efforts surrounding the ADP and to clarify any misinformation. She
reported that on October 17, the Authority held a Meet the Primes event where prime
contractors and small businesses had the opportunity to learn about contracting
opportunities and everything the Authority does to support small and underrepresented
businesses. She reported that last week the Airport Authority hosted its Federal Aviation
Regulation Part 139 Emergency Tabletop Exercise where over 70 people attended,
including representatives from the airlines, surrounding jurisdictions, law enforcement,
emergency response agencies and the Federal Aviation Administration (FAA). She
reported that the Authority’s Noise Office kicked off a formal Part 150 Study Update
which is a voluntary study the airport is conducting to review existing aircraft noise
exposure, potential future noise exposure, evaluate noise abatement and mitigation
alternatives, and make recommendations on measures to reduce the number of
community members affected by aircraft noise. She reported that the Authority will be
recognized at AAAE’s Airports Going Green (AGG) Conference in November for its
sustainability leadership; and that last Friday she attended the California Airports
Council (CAC) Board meeting where there was productive conversation about priorities
for California airports, as well as a roundtable discussion with staff from the FAA
regarding compliance topics. She reported that the Media and Public Relations staff will
be sharing travel tips with the public to help travelers quickly and safely navigate
through the airport during the holiday season.
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NON-AGENDA PUBLIC COMMENT:

KAMRAN HAMIDI, SAN DIEGO, provided a presentation and handout and spoke
regarding opening the airport to all taxis

CONSENT AGENDA (items 1-10):

ACTION: Moved by Board Member Robinson and seconded by Board Member
Cox to approve the Consent Agenda. Motion carried by the following votes: YES —
Boling, Cox, Desmond, Kersey, Robinson, Schiavoni, Schumacher, West; NO —
None; ABSENT - Lloyd; (Weighted Vote Points: YES — 92; NO — 0; ABSENT - 8).

1. APPROVAL OF MINUTES:
RECOMMENDATION: Approve the minutes of the October 4, 2018 regular
meeting.

2. ACCEPTANCE OF BOARD AND COMMITTEE MEMBERS WRITTEN
REPORTS ON THEIR ATTENDANCE AT APPROVED MEETINGS AND PRE-
APPROVAL OF ATTENDANCE AT OTHER MEETINGS NOT COVERED BY
THE CURRENT RESOLUTION:

RECOMMENDATION: Accept the reports and pre-approve Board member
attendance at other meetings, trainings and events not covered by the current
resolution.

3. AWARDED CONTRACTS, APPROVED CHANGE ORDERS FROM
SEPTEMBER 10, 2018 THROUGH OCTOBER 7, 2018 AND REAL PROPERTY
AGREEMENTS GRANTED AND ACCEPTED FROM SEPTEMBER 10,

2018 THROUGH OCTOBER 7, 2018
RECOMMENDATION: Receive the report.

4, NOVEMBER 2018 LEGISLATIVE REPORT:
RECOMMENDATION: Adopt Resolution No. 2018-0119, approving the
November 2018 Legislative Report.

5. APPOINTMENTS TO BOARD COMMITTEES, LIAISON POSITIONS, OTHER
REPRESENTATIVE AND ALTERNATE POSITIONS:
RECOMMENDATION: Adopt Resolution No. 2018-0123, appointing Board
Member Johanna Schiavoni as an alternate to the SANDAG Transportation
Committee.

Report was revised, and posted to the Authority’s website on October 31, 2018,
to include the appointment of Chairman April Boling as an advisory member to
the SANDAG Board of Directors.
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CLAIMS

6.

REJECT THE CLAIM OF JIAN XU:
RECOMMENDATION: Adopt Resolution No. 2018-0120, rejecting the claim of
Jian Xu.

REJECT THE CLAIM OF STUART HIRSCH:
RECOMMENDATION: Adopt Resolution No. 2018-0121, rejecting the claim of
Stuart Hirsch.

REJECT THE CLAIM OF JULIANN CERVINO:
RECOMMENDATION: Adopt Resolution No. 2018-0122, rejecting the claim of
Juliann Cervino.

COMMITTEE RECOMMENDATIONS

CONTRACTS AND AGREEMENTS

CONTRACTS AND AGREEMENTS AND/OR AMENDMENTS TO CONTRACTS AND
AGREEMENTS EXCEEDING $1 MILLION

9.

10.

APPROVE AND AUTHORIZE THE PRESIDENT/CEO TO EXECUTE ON-CALL
CONCRETE, EARTHWORK AND PAVING SERVICE AGREEMENTS WITH
ABC CONSTRUCTION CO., HAZARD CONSTRUCTION CO., AND RP
GENERAL CONSTRUCTION, INC.:

RECOMMENDATION: Adopt Resolution No. 2018-0124, approving and
authorizing the President/CEO to execute on-call concrete, earthwork and paving
service agreements with ABC Construction Co., Hazard Construction Co., and
RP General Construction, Inc. — each agreement, for a term of three years, with
the option for two one-year extensions to be exercised at the discretion of the
President/CEO for an aggregate total not-to-exceed amount of $3,000,000.

APPROVE AND AUTHORIZE THE PRESIDENT/CEO TO NEGOTIATE AND
EXECUTE A SERVICE AND CONSULTING AGREEMENT WITH ALLIED
WASTE SYSTEMS, INC. DBA REPUBLIC SERVICES OF SAN DIEGO FOR
SOLID MUNICIPAL WASTE, RECYCLE WASTE COLLECTION AND
REMOVAL.:

RECOMMENDATION: Adopt Resolution No. 2018-0125, approving and
authorizing the President/CEO to negotiate and execute a service and consulting
agreement with Allied Waste Systems, Inc. dba Republic Services of San Diego
for solid municipal waste, recyclable waste collection and removal, for a term of
three years, with the option for two one-year extensions exercisable at the sole
discretion of the President/CEO, for an amount not-to-exceed $3,250,000.

PUBLIC HEARINGS:

OLD BUSINESS:
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NEW BUSINESS:

11.

12.

APPROVE AND AUTHORIZE THE PRESIDENT/CEO TO NEGOTIATE AND
EXECUTE THE VALIDATION AMENDMENT TO THE SUNDT
CONSTRUCTION INC. CONTRACT FOR THE FIRST OF TWO PACKAGES OF
THE AIRPORT SUPPORT FACILITIES, AND TO NEGOTIATE AND EXECUTE
FUTURE WORK AUTHORIZATIONS AND A FUTURE GUARANTEED
MAXIMUM PRICE AMENDMENT:

Dennis Probst, Vice President, Development, provided a presentation on the
Airport Support Facility (ASF) Validation Amendment to Sundt Construction Inc.
Contract, which included ASF Site Plan, Two Packages, Package-1 Budget, and
Package-1 Major Milestones.

In response to Board Member Kersey’s inquiry regarding whether there were any
grants or low interest loan programs available for the Stormwater Capture and
Re-Use System, Scott Brickner, Vice President/CFO, stated that an application
was submitted for an FAA supplemental funding initiative but the odds of
receiving that funding was low.

In response to Board Member Boling’s inquiry regarding the difference between
the amount estimated in the CIP budget for the ASF versus the current Package-
1 total budget, Mr. Brickner stated that staff would send a memo to the Board
with an overview of the budget for further clarification.

RECOMMENDATION: Adopt Resolution No. 2018-0126, approving and
authorizing the President/CEO to negotiate and execute: (1) the Validation
Amendment to the Contract with Sundt Construction, Inc., establishing a
Maximum Contract Price of $107.2 million and a Master Project Schedule for the
design and construction of Package 1 of the Airport Support Facilities; and (2)
Work Authorizations and a Guaranteed Maximum Price Amendment within the
Package 1 Maximum Contract Price after the issuance of the Validation
Amendment.

ACTION: Moved by Board Member Kersey and seconded by Board Member
Schumacher to approve staff’'s recommendation. Motion carried by the
following votes: YES — Boling, Cox, Desmond, Kersey, Robinson,
Schiavoni, Schumacher, West; NO — None; ABSENT - Lloyd; (Weighted
Vote Points: YES — 92; NO — 0; ABSENT - 8).

REVIEW OF THE UNAUDITED FINANCIAL STATEMENTS FOR THE
THREE MONTHS ENDED SEPTEMBER 30, 2018:

Scott Brickner, Vice President/CFO, provided a presentation on Enplanements,
Gross Landing Weight Units, Total Operating Revenue, Total Operating
Expenses, Net Operating Income, Nonoperating Revenues & Expenses, and
Statements of Net Position.

Board Member Kersey suggested that staff monitor the new rental car service,
Getaround, that could potentially affect the Airport’s rental car revenue.

RECOMMENDATION: Accept the report.
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13.

REVIEW OF THE AUTHORITY’S INVESTMENT REPORT AS OF
SEPTEMBER 30, 2018:

Scott Brickner, Vice President/CFO, provided an overview of the Authority’s
Investment Report.

RECOMMENDATION: Accept the report.

The Board recessed at 9:57 a.m. and reconvened at 10:00 a.m.

PRESENTATIONS:

A.

AIRLINE OPERATING AND LEASE AGREEMENT:

Nora Richardson, Director, Frasca & Associates, provided a presentation on the
Airline Operating and Lease Agreements which included Defining the Airport-
Airline Business Relationship, Importance of Airline Revenue, Options for
Establishing the Airport-Airline Business Relationship, Authority’s Selected
Option, Airline Rates and Charges Building Blocks, Common Methods Used to
Set Airline Rates and Charges, Historical Evolution of Airport-Airline Agreements,
Capital Program Control, Facility Control, and Airline Operating and Lease
Agreements at SAN.

CLOSED SESSION: The Board recessed into Closed Session at 10:16 a.m. to discuss
ltems 20, 24 and 25.

15.

16.

17.

18.

CONFERENCE WITH LEGAL COUNSEL - EXISTING LITIGATION:
(Paragraph (1) of subdivision (d) of Cal. Gov. Code §54956.9)

Name of Case: San Diego County Regional Airport Authority v. American Car
Rental, Inc., San Diego Superior Court Case No. 37-2016-00024056-CL-BC-CTL

CONFERENCE WITH LEGAL COUNSEL-EXISTING LITIGATION:
(Paragraph (1) of subdivision (d) of Cal. Gov. Code §54956.9)

Name of Case: Future DB International, Inc. v. San Diego County Regional
Airport Authority, et al.

San Diego Superior Court Case No. 37-2018-00001531-CU-CR-CTL

CONFERENCE WITH LEGAL COUNSEL EXISTING LITIGATION
(Paragraph (1) of subdivision (d) of Cal. Gov. Code 54956.9)

Name of Case: Robert Bobbett and Donna Kashani v. San Diego Unified Port
District, et al.

San Diego Superior Court Case No. 37-2018-00014667-CU-PO-CTL

CONFERENCE WITH LEGAL COUNSEL - EXISTING LITIGATION:
(Paragraph (1) of subdivision (d) of Cal. Gov. Code §54956.9)

Name of Case: Enterprise Rent-a-Car Co. Of Los Angeles LLC v. San Diego
Unified Port District, San Diego Superior Court Case No. 37-2018-00028276-CU-
MC-CTL
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19.

20.

21,

22,

23.

24,

25.

CONFERENCE WITH LEGAL COUNSEL - EXISTING LITIGATION:
(Paragraph (1) of subdivision (d) of Cal. Gov. Code §54956.9)

Name of Case: Park Assist LLC v. San Diego County Regional Airport Authority,
et al.

United States District Court Case No. 18 CV2068 LAB MDD

CONFERENCE WITH LEGAL COUNSEL - EXISTING LITIGATION:
(Paragraph (1) of subdivision (d) of Cal. Gov. Code §54956.9)

Name of Case: Sheila Culbreath v. San Diego County Regional Airport Authority,
et al.

San Diego Superior Court Case No. 37-2018-00036327-CU-PA-CTL

CONFERENCE WITH LEGAL COUNSEL — ANTICIPATED LITIGATION:
(Initiation of litigation pursuant to paragraph (4) of subdivision (d) of Cal. Gov.
Code §54956.9)

Number of cases: 2

CONFERENCE WITH LEGAL COUNSEL — ANTICIPATED LITIGATION:
(Significant exposure to litigation pursuant to paragraph (2) of subdivision (d) of
Cal. Gov. Code §54956.9)

Investigative Order No. R9-2012-0009 by the California Regional Water Quality
Control Board pertaining to an investigation of bay sediments at the Downtown
Anchorage Area in San Diego.

Number of potential cases: 1

CONFERENCE WITH LEGAL COUNSEL — ANTICIPATED LITIGATION:
(Significant exposure to litigation pursuant to paragraph (2) of subdivision (d) of
Cal. Gov. Code §54956.9)

Navy Boat Channel Environmental Remediation

Number of potential cases: 1

CONFERENCE WITH LEGAL COUNSEL — ANTICIPATED LITIGATION:
(Significant exposure to litigation pursuant to paragraph (2) of subdivision (d) of
Cal. Gov. Code §54956.9)

Number of potential cases: 1

CONFERENCE WITH REAL PROPERTY NEGOTIATORS:

Property: Airline Operating and Lease Agreement - San Diego International Airport
Agency Negotiator: Kim Becker, Scott Brickner, John Dillon, Kathy Kiefer, Amy
Gonzalez Negotiating Parties: Alaska Airlines, Allegiant Airlines, American Airlines,
British Airways, Delta Airlines, FedEx, JetBlue Airlines, Southwest Airlines, United
Airlines

Under Negotiation: price and terms of payment
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REPORT ON CLOSED SESSION: The Board reconvened into Open Session at 12:00
p.m. Amy Gonzalez, General Counsel, reported that in regards to Item 20, the Board
authorized a defense and indemnity of Robert Donais which was approved 8-0-1 with
Board Members Boling, Cox, Desmond, Kersey, Robinson, Schiavoni, Schumacher,
and West voting YES, noting Board Member Lloyd as ABSENT. In regards to Iltem 24,
there was no reportable action. In regards to Item 25, Ms. Gonzalez reported that
negotiations were not yet concluded and that the Board discussed price and terms of
payment and provided direction to staff.

NEW BUSINESS: (CONTINUED)

14. APPROVE AND AUTHORIZE THE PRESIDENT/CEO TO FINALIZE THE
NEGOTIATIONS FOR AND EXECUTE THE AIRLINE OPERATING AND
LEASE AGREEMENT:

RECOMMENDATION: Adopt Resolution No. 2018-0127, approving and
authorizing the President/CEO to finalize the negotiations for and execute the
Airline Operating and Lease Agreement for a ten-year term commencing July 1,
2019.

ACTION: Moved by Board Member West and seconded by Board Member
Desmond to approve staff’'s recommendation. Motion carried by the
following votes: YES — Boling, Desmond, Kersey, Robinson, Schiavoni,
Schumacher, West; NO — None; ABSENT - Cox, Lloyd; (Weighted Vote
Points: YES — 84; NO — 0; ABSENT - 16).

GENERAL COUNSEL REPORT: None.

BUSINESS AND TRAVEL EXPENSE REIMBURSEMENT REPORTS FOR BOARD
MEMBERS, PRESIDENT/CEO, CHIEF AUDITOR AND GENERAL COUNSEL WHEN
ATTENDING CONFERENCES, MEETINGS, AND TRAINING AT THE EXPENSE OF
THE AUTHORITY:

BOARD COMMENT: None.

ADJOURNMENT: The meeting adjourned at 12:04 p.m.

APPROVED BY A MOTION OF THE SAN DIEGO COUNTY REGIONAL AIRPORT
AUTHORITY BOARD THIS 6TH DAY OF DECEMBER, 2018.

ATTEST:

TONY R. RUSSELL

DIRECTOR, BOARD SERVICES /

AUTHORITY CLERK
APPROVED AS TO FORM:

AMY GONZALEZ
GENERAL COUNSEL



Revised 12-4-18

Item No.

2

STAFF REPORT Meeting Date: DECEMBER 6, 2018

Subject:

Acceptance of Board and Committee Members Written Reports on Their
Attendance at Approved Meetings and Pre-Approval of Attendance at Other
Meetings Not Covered by the Current Resolution

Recommendation:

Accept the reports and pre-approve Board Member attendance at other meetings,
trainings and events not covered by the current resolution.

Background/Justification:

Authority Policy 1.10 defines a “day of service” for Board Member compensation and
outlines the requirements for Board Member attendance at meetings.

Pursuant to Authority Policy 1.10, Board Members are required to deliver to the Board a
written report regarding their participation in meetings for which they are compensated.
Their report is to be delivered at the next Board meeting following the specific meeting
and/or training attended. The reports (Attachment A) were reviewed pursuant to
Authority Policy 1.10 Section 5 (g), which defines a “day of service”. The reports were
also reviewed pursuant to Board Resolution No. 2009-0149R, which granted approval of
Board Member representation for attending events and meetings.

The attached reports are being presented to comply with the requirements of
Policy 1.10 and the Authority Act.

The Board is also being requested to pre-approve Board Member attendance at
meetings of the multi-agency policy group addressing off-airport roadway access
and the Ad Hoc Ground Transportation Committee.

Fiscal Impact:

Board and Committee Member Compensation is included in the FY 2019 Budget.
Authority Strategies:

This item supports one or more of the Authority Strategies, as follows:

X Community [ ] Customer [ ] Employee [ ] Financial [X] Operations
Strategy Strategy Strategy Strategy Strategy
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Environmental Review:

A. This Board action is not a project that would have a significant effect on the
environment as defined by the California Environmental Quality Act (CEQA), as
amended. 14 Cal. Code Regs. Section 15378. This Board action is not a
“project” subject to CEQA. Pub. Res. Code Section 21065.

B. California Coastal Act Review: This Board action is not a "development" as
defined by the California Coastal Act, Pub. Res. Code Section 30106.

Application of Inclusionary Policies:
Not applicable.
Prepared by:

TONY R. RUSSELL
DIRECTOR, BOARD SERVICES/AUTHORITY CLERK



A. BOLING



SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY SDCRAA
Board Member Event/Meeting/Training Report Summary NOV 29 20
018

Period Covered: November 2018
Board Serwvices

Directions: This Form permits Board Members to report their attendance at meetings, events, and training that qualify for “day of
service” compensation pursuant to Cal. Pub. Util. Code §170017, Board Policy 1.10 and Board Resolution 2009-0149R. Unless
attending a meeting held pursuant to the Brown Act, attendance must be pre-approved by the Board prior to attendance and a written
report delivered at the next Board meeting. After completing this Form, please [orward it to Tony Russell, Authority Clerk.

B Brown Act Date: November 1, 2018 ALUC/Board Meeting
[ Pre - approved Time: 9:00 am
[J Res.2009-0149R | Location: Airport

[] Brown Act Date: November 7, 2018 Quarterly Meeting with Mayor
[1 Pre - approved Time: 11:30 am
A Res.2009-0149R | Location: Mayor's Office

O Erown Act Date: November 11,2018 2018 San Diego Trade Mission to Tokyo, Japan
[E¥Pre - approved Time:

[ Res.2009-0149R Location:

O Brown Act Date: November 12, 2018 2018 San Diego Trade Mission to Tokyo, Japan
re - approved Time:
[] Res.2009-0149R | Location:

Dfl‘);rown Act Date: November 13, 2018 2018 San Diego Trade Mission to Tokyo, Japan
Pre - approved Time:
[ Res.2009-0149R Location:

U ?rown Act Date: November 14, 2018 2018 San Diego Trade Mission to Tokyo, Japan
B Pre - approved Time:

[J Res.2009-0149R Location:

0 Brown Act Date: November 15, 2018 2018 San Diego Trade Mission to Tokyo, Japan
Eg'fﬁrc - approved Time:

] Res.2009-0149R Location:

[J Brown Act Date:
[ Prs - approved Time:
[] Res.2009-0149R. | Location:

I certify that I was present for at least half of the time set for each meeting, event and
training listed herein.
Signature:




GREG COX



SDCRAA
NOV 26 2018

- Board Services

SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY
Board Member Evcnt/Meeting/Trnining Report Summary
Period Covered:  pjov. - 30 209/

Directions: This Form permits Board Members o report their attendance at meelings, events, and training that Qualify for “day ol
service™ compensation pursuant to Cal. Pub. Util. Code §170017, Board Policy 1.10 and Board Resolution 2009-0149R. Unless
attending a meeting held pursuant to the Brown Act, attendance must be pre-approved by the Board prior 1o attendance and a written
report delivered at the next Board meeting. After completing this Form, please forward it to Tony Russell, A uthority Clerk,

~ BOARD MEMBER NAME: (Pleasc rint)

GAEG  Cox

TYPE Or DATE/TIME/LOCATION OF
MEETING EVENT/MEETIN G/TRAINING
o B UIN -

[ Brown Act

Date: ﬂbb’:‘i‘l/}f’?& i Aoig

DATE OF THIS REPORT: ¥__:f"]

Noveyset 1 2os9
SUMMARY AND DESCRIPTION
OF THE EVENT/M EETING/TRAINING

SOCRAA Bisny MEETIA &

P T G
I Pre-approved Fime: {000 ALUC éﬂ,ﬁm 4 FEINE

P Res, 2009-0149R Location: SP1A

L Brown Act Date: NOU:?M/;&}L }2(;’ 2oly gﬁc,ﬂ_;a% EXERUTN £ CBD/‘//‘?’('?'W

Time:

1 Pre-approved

[ Res. 2009-0149R

1 Brown Aci

400 n~
Location: SO A
Date:

HEETIAE Frdm oy
Comirres Hecnial &

Time:

' Pre-approved

[T Res. 2009-0149R Location:

: Brow? Act - Date:

I Pre-appraved Time:

I Res. 2009-0149R Location:

|1 Brown Act Dater e — I
L Pre-approved Time: |
I Res. 2009-0149R | Location: I
[ Brown Acl Dater T T S 7;
I Pre-approved Time: [
I Res. 2000-0149R Location: ‘
JT Brown Act | Date: e e B l‘
[ Pre-approved Time: !

Res. 2000-01491 LLocation:

Date: '

I Brown TLT

I Pre-approved Time:

J’
L: Res. 2009-01495 Location:

—_—

L certify that I was present for at least half of the ¢ meeting, event and
training listed herein.

Signature: N7 v/ ">_<




J. DESMOND



Directions: This Form permits Board Members to report their attendance at meetings, events, and training that qualify for “day of
service” compensation pursuant to Cal. Pub. Util. Code §170017, Board Policy 1.10 and Board Resolution 2009-0007. Unless
attending a meeting held pursuant to the Brown Act, attendance must be pre-approved by the Board prior to attendance and a written

SDCRAA

SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY DEC 3 2018
Board Member Event/Meeting/Training Report Summary o
Period Covered: September 2018 through November 2018 Board Services

report delivered at the next Board meeting. After completing this Form, please forward it to Tony Russell, Authority Clerk.

BOARD MEMBER NAME: (Please print)

DATE OF THIS REPORT:

Jim Desmond

December 1%, 2018

Pre-approved

Res. 2009-0149R

Time: 9am

Location; SDIA

TYPE OF DATE/TIME/LOCATION OF SUMMARY AND DESCRIPTION
MEETING EVENT/MEETING/TRAINING OF THE EVENT/MEETING/TRAINING
Brown Act Date: 9/13/2018

Board Meeting

Brown Act
Pre-approved
Res. 2009-0149R

Date: 10/4/2018
Time: 9am

Location: SDIA

Board Meeting

Brown Act
Pre-approved
Res. 2009-0149R

Date: 11/1/2018
Time: 9am

Location: SDIA

Board Meeting

Brown Act
Pre-approved
Res. 2009-0149R

Date: 11/20/2018
Time: 10am

Location: SD Mayors Office

Transit to airport discussion with San Diego Mayors office,
MTS, SANDAG, and The Port of San Diego.

Brown Act Date:
Pre-approved Time:
Res. 2009-0149R Location:
Brown Act Date:
Pre-approved Time:
Res. 2009-0149R Location:
Brown Act Date:
Pre-approved Time:
Res. 2009-0149R Location:
Brown Act Date:
Pre-approved Time:
Res. 2009-0149R Location:

I certify that I was present for at least half of the time set for each meeting, event and
training listed herein.

Signature: ﬂtm Desmond,







SDCRAA
NOV " 5 2018

SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY Board Services
Board Member Event/Meeting/Training Report Summary

Period Covered: A2VE/MN ECA 26 [(j)

Directions: This Form permits Board Members to report their attendance at meetings, events, and training that qualify for “day of
service” compensation pursuant to Cal. Pub. Util. Code §170017, Board Policy 1.10 and Board Resolution 2009-0149R. Unless
attending a meeting held pursuant to the Brown Act, attendance must be pre-approved by the Board prior to attendance and a written
report delivered at the next Board meeting. After completing this Form, please forward it to Tony Russell, Authority Clerk.

BOARD MEMBER NAME: (Please print) DATE OF THIS REPORT:
Aoeew) Ul naworel, Mvem Bae S, 2007
TYPE OF DATE/TIME/LOCATION OF SUMMARY AND DESCRIPTION
MEETING EVENT/MEETING/TRAINING OF THE EVENT/MEETING/TRAINING
~ Brown Act Date: /S/ZUJEJ) /7/:5\/"(/?4’7 REN 2ol

 Pre-approved Time: jp:gp— [2-00 7 5o
~ Res. 2009-0149R | Location: ,FL’W 10 g //Zw-‘/ a/’ [m/f V fimﬁ“n

~ Brown Act Date:
_ Pre-approved Time:
~ Res, 2009-0149R Location:
_ Brown Act Date:
_ Pre-approved Time:

~ Res. 2009-0149R Location:

~ Brown Act Date:
~ Pre-approved Time:

~ Res. 2009-0149R Location:

” Brown Act Date;
~ Pre-approved Time:
_ Res. 2009-0149R Location:
~ Brown Act Dale:
~ Pre-approved Time:

— Res. 2009-0149R Location:

~ Brown Act Date:
_ Pre-approved Time:

~ Res. 2009-0149R Location:

" Brown Act Date:
_ Pre-approved Time:

Res. 2009-0149R Location:

I certify that I was present for at least half of the time set for each meeting, event and

training listed herein, 4 A 7
Signature: //V/ W/ f/i/,/é ‘(/}”’"f\/ —
y _




MARK KERSEY



SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY

Board Member Event/Meeting/Training Report Summary
Period Covered: November 2018

SDCRAA
NOV 26 2445

Boary Servigeg

Directions: This Form permits Board Members to report their attendance at meetings, events, and training that qualify for “day of
service” compensation pursuant to Cal. Pub. Util. Code §170017, Board Policy 1.10 and Board Resolution 2009-0149R. Unless
attending a meeting held pursuant to the Brown Act, attendance must be pre-approved by the Board prior to attendance and a written
report delivered at the next Board meeting. After completing this Form, please forward it to Tony Russell, Authority Clerk.

'BOARD MEMBER NAME: "DATE:
Mark Kersey 11/26/18
TYPE OF - 'DATE/TIME/LOCATION OF _SUMMARY AND DESCRIPTION
MEETING ' EVENTI’VIEETING/T RAINING OF THE EVENT/MEETING/TRAINING

7] Brown Act
[ Pre - approved
[JRes.2009-0149R

Date: November 1, 2018
Time: 9:00 am

Location: 3225 N Harbor Drive

BOD / ALUC Meeting

[ Brown Act Date:
[ Pre - approved Time:
[JRes.2009-0149R | Location:
[ Brown Act Date:
[ Pre - approved Time:
[CJ Res.2009-0149R. | Location:
[ Brown Act Date:
] Pre - approved Time:
[] Res.2009-0149R  -| Location:
[ Brown Act Date:
[ Pre - approved Time:
[ Res.2009-0149R | Location:
O Brown Act Date:
Oere - approved Time:
[JRes.2009-0149R Location:
[ Brown Act Date:
[ Pre - approved Time:
[0 Res.2009-0149R | Location:
O Brown Act Date:
[ Pre - approved Time:
[ Res.2009-0149R Location:

I certify that I was present for at least half of the time

training listed herein.

Signature:

(7t for each meeting, event and




P. ROBINSON



SDCRAA

NOV 27 2018
SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY _
Board Member Event/Meeting/Training Report Summary Board Services

Period Covered: // / 30

Directions: This Form permits Board Members to report their attendance at meetings, events, and training that qualify for “day of
service” compensation pursuant to Cal. Pub. Util. Code §170017, Board Policy 1.10 and Board Resolution 2009-0149R. Unless
attending a meeting held pursuant to the Brown Act, attendance must be pre-approved by the Board prior to attendance and a written
report delivered at the next Board meeting. After completing this Form, please forward it to Tony Russell, Authority Clerk.

- BOARD MEMBER NAME: DATE:
(’Eﬂbwﬁaﬂ, “/f /f?
TYPE OF DATE/TIME/LLOCATION OF SUMMARY AND DESCRIPTION
MEETING EVENT/MEETING/TRAINING OF THE EVENT/MEETING/TRAINING
A Brown Act Date: | /1 /ﬁ? éif\\)d.?ﬂ'r& VBd / 1} Lvé Y] +€i5

O Pre - approved Time: 7+ g0 £ e —— [L120 p i

[[] Res.2009-0149R Lecation@(‘gﬁ 'ﬂ ,E,() R
B Brown Act Date: [/ /5 /1% H.J b s v W\”?'j /g}\gé(;\ﬁ Bd N7

[ Pre - approved Time: /p-00 — (30 pin
[JRes.2009-0149R Locationg-DC_E A Q .-f__—j,t’ ‘RM
_m:B?:JWnAct Date: H/ZG/J"] FErea (t’/;‘:j“auge- &3‘@,& . Wﬁ .
[ Pre - approved Time: F: 2o @-va — I8 294&
[ Res.2009-0149R Location:gr_v 5.1?_ Aa m -
] Brown Act Date:

[ Pre - approved | Time:
[ Res.2009-0149R Location:

[ Brown Act Date:
[ Pre - approved Time:
[ORes.2009-0149R | Location:

O Brown Act Date:
O Pre - approved Time:
[OJRes.2009-0149R | Location:

[ Brown Act Date:
[ Pre - approved Time:
[J Res.2009-0149R | Location:

O Brown Act Date:
] Pre - approved Time:
[JRes.2009-0149R Location:

I certify that I was present for at least half of the time set for each meeting, event and
training listed herein. =

Signature: ,%R{f\r




J. SCHIAVONI

........



Directions: ThisForm permits Board Members to report their attendance mteetings, events, and training that qualify fotday of

SDCRAA

NOV 26 2018

SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY Board Services
Board Member Event/Meeting/Training Report Summary

Period Covered: 11/1/2018-11/26/2018

service” compensation pursuant to Cal. Pub. Util. Code §170017, Board Policy 1.10 and Board Resolution 2009-0149R. Unless
attending a meeting held pursuant to the Brown Act, attendance must be pre-approved by the Board prior to attendance and a written
report delivered at the next Board meeting. After completing this Form, please forward it to Tony Russell, Authority Clerk.

[] Res2009-0149R

Location: SDCRAA

BOARD MEMBER NAME: DATE:
Johanna S. Schiavoni 11/26/18
TYPE OF DATE/TIME/LOCATION OF SUMMARY AND DESCRIPTION
MEETING EVENT/MEETING/TRAINING OF THE EVENT/MEETING/TRAINING
Brown Act Date: November 1,2018 SDCRAA Board Meeting
[ Pre -approved Time: 9:00 am

Brown Act
] Pre -approved
[] Res2009-0149R

Date: November 4, 2018
Time: 9:00 am
Location: SanSDCRAA

SDCRAA Audit Committee meeting and training

[} Brown Act
[} Pre -approved
Res2009-0149R

Date: November 8, 2018
Time: 5:00 pm
Location: Pendry Hotel

San Diego County Regional Chamber of Commerce
Legislative Lounge event

] Brown Act
[ Pre -approved
Res2009-0149R

Date: November 14, 2018
Time: 1.00 pm
Location: San Diego City Hall

Meeting with San Diego Mayor Kevin Faulconer and
Councilmember Mark Kersey

Brown Act
[} Pre -approved
] Res2009-0149R,

Date: November 26,2018
Time: 9:00 am
Location: SDCRAA

SDCRAA Finance Committee meeting

] Brown Act Date:
(L] Pre -approved Time:
() Res2009-0149R | Location:
[} Brown Act Date:
] Pre -approved Time:
[ Res2009-0149R | Location:
] Brown Act Date;
[} Pre -approved Time:
[J Res2009-0149R Location:

[ certify that I was present for at least half of the time set for each meeting, event and

training listed herein.

Signature: %ﬂﬁ‘u““«% -




M. SCHUMACHER



SDCRAA

NOV 27 2018
SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY
Board Member Event/Meeting/Training Report Summary Board Services

Period Covered: Nov 1-30, 2018

Directions: This Form permits Board Members to report their attendance at meetings, events, and training that qualify for “day of
service” compensation pursuant to Cal. Pub. Util. Code §170017, Board Policy 1.10 and Board Resolution 2009-0149R. Unless
attending a meeting held pursuant to the Brown Act, attendance must be pre-approved by the Board prior to attendance and a written
report delivered at the next Board meeting. After completing this Form, please forward it to Tony Russell, Authority Clerk.

BOARD MEMBER NAME: DATE:
Michael Schumacher 11/30/18
TYPE OF DATE/TIME/LOCATION OF SUMMARY AND DESCRIPTION
MEETING EVENT/MEETING/TRAINING OF THE EVENT/MEETING/TRAINING
L1 Brown Act Date: November 1, 2018 BOD Meeting, ALUC
§71 Pre - approved Time: 9:00 am

[0 Res.2009-0149R | Location: SDCRAA Office

[ Brown Act Date: November 26, 2018 Executive/Finance Meeting
i/ Pre - approved Time: 9:00 am
[[JRes.2009-0149R Location: SDCRAA Office

] Brown Act Date:
/] Pre - approved Time:
[ Res.2009-0149R Location: SDCRAA Office

O Brown Act Date:
(71 Fre - approved Time:
[ Res.2009-0149R Location:

[]Brown Act Date:
[] Pre - approved Time:
[0 Res.2009-0149R | Location:

L Brown Act Date:
[J Pre - approved Time:
[JRes.2009-0149R Location:

[ Brown Act Date:
[ Pre - approved Time:
[ Res.2009-0149R Location:

[ Brown Act Date:
[ Pre - approved Time:
[ Res.2009-0149R | Location:

I certify that I was present for at least half of the time set for each meeting, event and

training listed herein. . ,
= . Digitally signed by Michael Schumacher
Signature: Michael Schumacher Date: 2017.03.29 08:32:08 -07'00"




D. TARTRE



SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY

SDCRAA
NOV * 5 2018

Board Member Event/Meeting/Ty aining Report Summary Board Services
Period Covered: A P T

Directions: This Form permits Board Members to report their attendance at meetings, events, and training that qualify for “day of

service” compensation pursuant to Cal. Pub. Util. Code §170017,
attending a meeting held pursu

Board Policy 1.10 and Board Resolution 2009-0149R. Unless
ant to the Brown Act, attendance must be pre-approved by the Board prior to attendance and a written

report delivered at the next Board meeting. After completing this Form, please forward it to Tony Russell, Authority Clerk.

DATE OF THIS REPORT:

N

BOARD MEMBER NAME: (Please print)

-

\\\ Co 2 o\&

_ Pre-approved
~ Res. 2009-0149R

TYPE OF DATE/TIME/LOCATION OF SUMMARY AND DES CRIPTION
MEETING EVENT/MEETING/TRAINING OF THE EVENT/MEETING/TRAINING
_ Brown Act

D.ate: \L&;" 'z_q\%'
Tune.. \ ’6\ o
Location: Siq\l\ &a.; _

S

~ Brown Act
~ Pre-approved
~ Res. 2009-0149R

Date: \ \\S - '?_Q\\}ﬁ{

Time:

Location: \K}\'\:—& @Q—Q\_._

Sqees-\ NL\(\&J

~ Brown Act Date:

_ Pre-approved Time:

~ Res. 2009-0149R Location:

_ Brown Act Date:

_ Pre-approved Time:

~ Res. 2009-0149R Location:

~ Brown Act Date:

_ Pre-approved Time:

_ Res. 2009-0149R Location:

_ Brown Act Date:

~ Pre-approved Time;

~ Res. 2009-0149R Location:

_ Brown Act Date:

~ Pre-approved Time:

_ Res. 2009-0149R Location:

_ Brown Act Date:

~ Pre-approved Time:
Res. 2009-0149R Location:

I certify that I was present for at least half
training listed herein.

Signature:

dr \each meeting, event and







SDCRAA
NOV 07 2018

Board Services

SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY
Board Member Event/Mecting/Training Report Summary

Period Covered:

wSd

5 BelY¥

Directions: This Form permits Board Members to report their attendance at meetings, events. and training that qualify for “day ol

service” compensation pursuant to Cal. Pub. Util, Code §170017, Board Policy 1.10 and Board Resolution 2009-0140R. Unless
attending a meeting held pursuant to the Brown Act, attendance must be pre-approved by the Board prior to attendance and a written
report delivered at the next Board meeling. After completing this Form, please forward it to Tony Russell, Authority Clerk.

BOARD MEMBER NAME: (Please_pl'int) DATE OF THIS REPORT:
J"Viftﬂ _Sﬁtm Ion’_c,{“\ 1S 1D
TYPE OF DATE/TIME/LOCATION OF SUMMARY AND DESCRIPTION
| MEETING EVENT/I\’IEET'[NLG/TRAIN[NG OF THE EVENT/MEETING/TRAINING
E./B/rown Act Date: it~ 5 - 74
| Pre-approved Time: i ﬁ:_ﬁ oty T
Res. 2009-0149R | Location: B4 2
Brown Act Date: - I
i Pre-approved Time:
Res. 2009-0149R L.ocation:
Brown Act | Date: )
l - Pre-approved Time:
| Res. 2009-0149R | Location
’ Brown Act Date: )
| Pre-approved Time:
. Res. 2000-0149R Location;
E— — o
Brown Act Date:
Pre-approved Time:
: Res. 2009-0149R l.ocation:
| Brown Act T Date: o T
Pre-approved f Time:
Res, 2009-0149R | Location:
Brown Act Date: -
Pre-approved Time:

Res, 2009-0149R

Locanon:

Brown Act
Pre-approved

Res. 2009-0149R

T)a(e,‘

Time:

Location:

I

I certify that I was present for at least half of the time

training listed herein.

Signature: [/

set for each meeting, event and

AN

¥



M. WEST



Tlme. 09 11 00 am 7
Locatlon SDCRAA

| ALUC and Board Meeting

' Dale: 1175

Time: 10:00 -11:30 am
Location: SDCRAA

Audit Committee Mesting

|

x_ Pre-approved
__:‘:Ras 2009-0149R

Date: 11120.

Time: 6:00-8:00 pm

Location: National City Citjr Hall

Bx Annual South Colmty AJIport Authonty Pmscmta I
Ebhe -

| - Brown Act
x Pre-approved
| Res. 2009-0149R

Date: 11/26
Time: 9:00-11:00 am
Location: SDCRAA

Executive and Finance Board Meeting

rown Act

_x Pre-approved

Date: 11127
Time: 5:00-7:00 pm
Location: Chula Vista City Hall

Bi Annual South County Airport Authonty Presentatlon
(ADP)

 Res. 2009-0149R

Date: 11/28
Time: 1:00-2:00 pm
Location: SDCRAA

Ground Transportation Ad Hoc Committee developmen
committee meetmg

' -V.Brown Act

Date: 11/29
Time: 11:00 am-1:00 pm
Location: SDCRAA

Ground Transportation Ad Hoc Committee mectiﬁg.




Item No.

3

STAFF REPORT Meeting Date: DECEMBER 6, 2018
Subject:

Awarded Contracts, Approved Change Orders from October 8, 2018 through
November 11, 2018 and Real Property Agreements Granted and Accepted from
October 8 through November 11, 2018

Recommendation:
Receive the report.
Background/Justification:

Policy Section Nos. 5.01, Procurement of Services, Consulting, Materials, and
Equipment, 5.02, Procurement of Contracts for Public Works, and 6.01, Leasing Policy,
require staff to provide a list of contracts, change orders, and real property agreements
that were awarded and approved by the President/CEO or her designee. Staff has
compiled a list of all contracts, change orders (Attachment A) and real property
agreements (Attachment B) that were awarded, granted, accepted, or approved by the
President/CEO or her designee since the previous Board meeting.

Fiscal Impact:
The fiscal impact of these contracts and change orders are reflected in the individual
program budget for the execution year and on the next fiscal year budget submission.
Amount to vary depending upon the following factors:

1. Contracts issued on a multi-year basis; and

2. Contracts issued on a Not-to-Exceed basis.

3. General fiscal impact of lease agreements reflects market conditions.

The fiscal impact of each reported real property agreement is identified for
consideration on Attachment B.

Authority Strategies:
This item supports one or more of the Authority Strategies, as follows:

[] Community [] Customer [] Employee [X] Financial [X] Operations
Strategy Strategy Strategy Strategy Strategy



ITEM NO. 3
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Environmental Review:

A. CEQA: This Board action is not a project that would have a significant effect on the
environment as defined by the California Environmental Quality Act (“CEQA”), as
amended. 14 Cal. Code Regs. §15378. This Board action is not a “project” subject to
CEQA. Cal. Pub. Res. Code §21065.

B. California Coastal Act Review: This Board action is not a "development" as defined
by the California Coastal Act. Cal. Pub. Res. Code §30106.

Application of Inclusionary Policies:

Inclusionary Policy requirements were included during the solicitation process prior to
the contract award.

Prepared by:

JANA VARGAS
DIRECTOR, PROCUREMENT



Attachment "A"

AWARDED CONTRACTS AND CHANGE ORDERS SIGNED BETWEEN October 8, 2018 - November 11, 2018

New Contracts

Date _ Solicitation Contract
Signed CIP # |Company Description Method Owner Value End Date
The Contractor will provide maintenance and operational support Information & Technolo
10/18/2018 Telamon Technologies Corp. services for an existing Neutral Host Distributed Antenna System RFP 4 $500,000.00 9/30/2021

(DAS) at San Diego International Airport.

Services




Attachment "A"

AWARDED CONTRACTS AND CHANGE ORDERS SIGNED BETWEEN October 8, 2018 - November 11, 2018

New Contracts Approved by the Board

Date Signed

CIP #

Company

Description

Solicitation
Method

Owner

Contract Value

End Date

10/18/2018

Mead & Hunt, Inc.

The contract was approved by the Board at the June 7, 2018 Board
Meeting. The Contractor will provide updated Noise Exposure Maps, and
updates to the existing Noise Compatibility Study that was prepared under
Title 14, Code of Federal Regulations Part 150, for the San Diego
International Airport.

RFP

Quieter Home
Program/Noise Mitigation

$1,492,259.40

10/14/2020

10/15/2018

104228

Fordyce Construction, Inc.

The contract was approved by the Board at the July 12, 2018 Board
Meeting. The Contractor was issued a Limited Notice to Proceed to order
long-lead time items needed to provide new fully secure access gate
installations, and relocations of existing gates, to mitigate unauthorized
access to and maintain an acceptable level of security for, Admiral Boland
Way at San Diego International Airport.

RFB

Facilities Development

$1,395,709.00

2/6/2019

10/24/2018

104223

Vasquez Construction

The contract was approved by the Board at the July 12, 2018 Board
Meeting. The Contractor was issued a Limited Notice to Proceed to order
long-lead time items needed to remove and replace the existing
emergency generator at the Central Utility Plant at San Diego
International Airport.

RFB

Facilities Development

$867,270.00

3/7/2019

10/29/2018

Abhe & Svoboda, Inc.

The contract was approved by the Board at the October 4, 2018 Board
Meeting. The Contractor will provide professional cleaning services for
concrete pavement ramps and apron areas at San Diego International
Airport.

RFP

Facilities Management

$1,732,500.00

10/31/2018

10/25/2018

Nuera, Contracting, LP

The contract was approved by the Board at the September 13, 2018
Board Meeting. The Contractor will provide sound attenuation services for
designated Multi-Family and Single-Family residential properties located
east and west of the San Diego International Airport.

RFB

Quieter Home
Program/Noise Mitigation

$1,461,077.00

6/18/2019




Attachment "A"

AWARDED CONTRACTS AND CHANGE ORDERS SIGNED BETWEEN October 8, 2018 - November 11, 2018

Amendments and Change Orders

Previous
. o Change Order | Change Order New Contract New End
Date Signed | CIP # Company Description of Change Owner Contract Value (+/-) |Value (%) (+/-) Value Date
Amount
The 10th Amendment extends the contract by Ninety
(90) days, and increases the maximum amount payable
Ricondo & by Two Hundred Seventy Six Thousand Dollars Environmental o
10/15/2018 Associates, Inc. ($276,000), for On-Call Technical Airport Planning Affairs $4,600,000.00 $276,000.00 6% $4,876,000.00 2/6/2018
Consulting Services for the San Diego County Regional
Airport Authority.
The 1st Amendment adds Forty Nine Thousand Dollars,
($49,000) and increases the maximum amount payable
11/9/2018 ICF SH&E, inc. | 1© \inety Nine Thousand Dollars ($99,000), for Talent, Culture | g5 500,00 $49,000.00 98% $99,000.00 | 1/0/1900

organizational design consulting services not originally
contracted, for the San Diego County Regional Airport
Authority.

& Capability




Attachment "A"

AWARDED CONTRACTS AND CHANGE ORDERS SIGNED BETWEEN October 8, 2018 - November 11, 2018

Amendments and Change Orders Approved by the Board

Date Signed

CIP #

Company

Description of Change

Owner

Previous
Contract Amount

Change Order
Value (+/-)

Change Order
Value (%) (+/-)

New Contract
Value

New End
Date

There were no executed Board Approved
Amendments and Change orders this period.




Attachment "B"
REAL PROPERTY AGREEMENTS EXECUTED FROM OCTOBER 8 through NOVEMBER 11, 2018

Real Property Agreements

. Authorit . A A
Begin/End Dates Doc #y Tenant/Company Agreement Type Property Location Use Property Area (s.f) |Consideration Comments
Off-Airport Rental Car ACE (affiliate brand) permitted Concession Fees for ACE
MEX RENT A CAR, INC. and ACE RENT A | Company Third Party Brand to provide car rental S
10.17.18 t0 12.31.20 LE-0964 CAR RESERVATIONS, INC. Authorization Consent N/A reservation services on behalf None activity collected by MEX N/A
per LE-0907
Agreement of MEX
Real Property Agreement Amendments and Assignments
. Authority . . .
Effective Date Doc. # Tenant/Company Agreement Type Property Location Use Property Area (s.f) |Consideration Comments
10.16.17 LE-0934 Sundt/Austin Commercial Tst Amendment to Right of Rental Car Center Acgess to perform repair work N/A N/A N/A
Entry Permit atRCC
current agreement ends on 11/30/2018,
12.1.18 LE-0963 US GSA (DEANTF) 1st Amendment to lease Terminal 1 Space lease 2088 Rent at rate of $160.00 per thl_s amendement is a two year )
agreement square foot per year extension to the lease agreement and is
effective 12/1/2018 - 11/30/2020

11/19/2018 1 2018.10.8-11.11 Real Property Agreements Executed




Item No.

4

STAFF REPORT Meeting Date: DECEMBER 6, 2018
Subject:

Approve an Amendment to the 401(a) Deferred Compensation Plan with
Massachusetts Mutual Life Insurance Company

Recommendation:

Adopt Resolution No. 2018-0129, approving and authorizing the President/CEO to
execute the first amendment to the 401(a) Deferred Compensation Plan with
Massachusetts Mutual Life Insurance Company.

Background/Justification:

The Authority has a stand-alone defined contribution plan (“Plan”) that is a qualified plan
under section 401(a) of the Internal Revenue Code (“Code”). The Plan is a discretionary
contribution plan whereby the Authority contributes $5,000 annually on behalf of
executive management and department directors. The Plan and the Code allow this
contribution however there is some question as to whether the contribution to “new
members” under the California Public Employees’ Pension Reform Act (“PEPRA”) is
allowed. PEPRA restricts the amount of benefits and employer and employee
contributions that can be made to a defined contribution plan and defined benefit plan for
PEPRA members. (See, e.g., Gov. Code §7522.10(g), 7522.42(c)). Specifically,
Government Code section 7522.10(g) states, “Any employer contributions to any
employee defined contribution plan above pensionable compensation limits in
subsection (c) shall not exceed the employer’s contribution rate, as a percentage of pay,
required to fund the defined benefit plan for income subject to limitation in subdivision (c)
of Section 7522.42.” While it appears that portions of the $5,000 might be in excess of
what is permitted under state law, such a determination is unclear given the ambiguity in
the state law which suggests that contributions to a defined contribution plan on
compensation above the PEPRA limitation may be an additional source of contributions
to a defined contribution plan. However, out of an abundance of caution, staff
recommends that the Plan be amended to address this potential limitation.

The Plan, as currently written, does not recognize the contribution limits under state law
for PEPRA members. The proposed amendment will address this limitation by excluding
PEPRA members at the executive and director level from receiving an annual
contribution to the Plan. Instead, executive and director-level employees subject to
PEPRA will receive a cash payment rather than a contribution to Plan.

Staff is recommending approval of the amendment effective July 1, 2018.



ITEM NO. 4
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Fiscal Impact:

Adequate funding for this change in the 401(a) Deferred Compensation Plan is
included in the adopted FY 2019 and conceptually approved FY 2020 Operating
Expense Budgets within the Salary & Benefits line items. For years that have not
been adopted/approved by the board the expense will be included in future year
budget requests.

Authority Strategies:
This item supports one or more of the Authority Strategies, as follows:

[] Community [X] Customer [ ] Employee [ ] Financial [X] Operations
Strategy Strategy Strategy Strategy Strategy

Environmental Review:

A. CEQA: This Board action is not a project that would have a significant effect on the
environment as defined by the California Environmental Quality Act (“CEQA”), as
amended. 14 Cal. Code Regs. §15378. This Board action is not a “project” subject to
CEQA. Cal. Pub. Res. Code §21065.

B. California Coastal Act Review: This Board action is not a "development" as defined
by the California Coastal Act. Cal. Pub. Res. Code §30106.

Application of Inclusionary Policies:

Not applicable.

Prepared by:
KURT GERING
DIRECTOR, TALENT, CULTURE & CAPABILITY



RESOLUTION NO 2018-0129

A RESOLUTION OF THE BOARD OF THE SAN
DIEGO COUNTY REGIONAL AIRPORT AUTHORITY
APPROVING AND AUTHORIZING THE
PRESIDENT/CEO TO EXECUTE THE FIRST
AMENDMENT TO THE 401(A) DEFERRED
COMPENSATION PLAN WITH MASSACHUSETTS
MUTUAL LIFE INSURANCE COMPANY

WHEREAS, the Authority has a stand-alone defined contribution plan
(“Plan”) that is a qualified plan under section 401(a) of the Internal Revenue
Code (“Code”); and

WHEREAS, the Plan is a discretionary contribution plan whereby the
Authority contributes $5,000 annually on behalf of executive management and
department directors; and

WHEREAS, the Public Employees’ Pension Reform Act (PEPRA) restricts
the amount of benefits and employer and employee contributions that can be
made to a defined contribution plan and defined benefit plan for PEPRA
members (Gov. Code §7522.10(g), 7522.42(c)); and

WHEREAS, Government Code section 7522.10(g) states, “Any employer
contributions to any employee defined contribution plan above pensionable
compensation limits in subsection (c) shall not exceed the employer’s
contribution rate, as a percentage of pay, required to fund the defined benefit
plan for income subject to limitation in subdivision (c) of Section 7522.42”; and

WHEREAS, the Plan, as currently written, does not recognize the
contribution limits under state law for PEPRA members; and

WHEREAS, there is some ambiguity regarding the compensation limits
under PEPRA; and

WHEREAS, the proposed amendment will address this limitation by
excluding PEPRA members at the executive and director level from receiving an
annual contribution into the Plan and those executive and director-level
employees subject to PEPRA will receive a cash payment rather than a
contribution to Plan; and

WHEREAS, the proposed amendment would be effective July 1, 2018
which is the date of the last disbursement of the 401(a) contribution.



Resolution No. 2018-0129
Page 2 of 2

NOW, THEREFORE, BE IT RESOLVED THAT the Board hereby
approves and authorizes the President/CEO to execute the first amendment to
the 401(a) Deferred Compensation Plan, effective July 1, 2018, to exclude
executive and director level employees subject to PEPRA from receiving an
annual contribution into the Plan; and

BE IT FURTHER RESOLVED THAT the executive and director level
employees subject to PEPRA will instead receive an annual cash contribution;

BE IT FURTHER RESOLVED that the Board finds that this action is not a
project that would have a significant effect on the environment as defined by the
California Environmental Quality Act (“CEQA”), nor is it a “project” as defined by
the California Coastal Act.

PASSED, ADOPTED, AND APPROVED by the Board at the San Diego
County Regional Airport Authority at a regular meeting this 6th day of December,
2018, by the following vote:

AYES: Board Members:
NOES: Board Members:

ABSENT: Board Members:

ATTEST:

TONY R. RUSSELL
DIRECTOR, BOARD SERVICES/
AUTHORITY CLERK

APPROVED AS TO FORM:

AMY GONZALEZ
GENERAL COUNSEL



Item No.

5

STAFF REPORT Meeting Date: DECEMBER 6, 2018
Subject:

Reject the Claim of Vasquez Construction

Recommendation:
Adopt Resolution No. 2018-0130, rejecting the claim of Vasquez Construction.
Background/Justification:

On September October 16, 2018, Vasquez Construction Company (VASQUEZ) filed a
claim (“Attachment A”) with the San Diego County Regional Airport Authority
(“Authority”). VASQUEZ'S claim is a construction claim that seeks $171,795 in unpaid
compensation arising from work done pursuant to Project No: 104204. This project
concerned the replacement of seating in Terminals 1 and 2 of the San Diego
International Airport. The Authority advertised this project, via a Request for Bids (RFB),
on December 2, 2016. In March 2017, VASQUEZ was selected as the lowest responsive
bidder and signed an Agreement with the Authority to perform the job for a maximum
total value of $3,401,830.27. During the course of the project, the Authority approved
several Contract Change Orders, including Unilateral Change Order Nos. 2 and No. 4.
These change orders amended the scope of work and the materials required under the
Agreement. VASQUEZ alleges that in Unilateral Change Order Nos. 2 and 4, the
Authority, in six separate instances, undervalued the cost of work and materials added to
the contract and overvalued the cost of work and materials deleted from the contract.
VASQUEZ’S claim relies heavily on the allegation that the scope of work in the original
RFB was vague or ambiguous. However, during the bidding period, VASQUEZ did not
submit any written requests for clarification regarding the character, quality, quantity or
scope of the work described in the RFB. The contract language is clear and
unambiguous.

The General Counsel has reviewed the claim and recommends rejection.
Fiscal Impact:

Not applicable.

Authority Strategies:

This item supports one or more of the Authority Strategies, as follows:

[] Community [ ] Customer [ ] Employee [ ] Financial [X] Operations
Strategy Strategy Strategy Strategy Strategy
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Environmental Review:

A. CEQA: This Board action is not a project that would have a significant effect on the
environment as defined by the California Environmental Quality Act (“CEQA”), as
amended. 14 Cal. Code Regs. §15378. This Board action is not a “project” subject to
CEQA. Cal. Pub. Res. Code §21065.

B. California Coastal Act Review: This Board action is not a "development" as defined
by the California Coastal Act. Cal. Pub. Res. Code §30106.

Application of Inclusionary Policies:
Not applicable.
Prepared by:

AMY GONZALEZ
GENERAL COUNSEL



ATTACHMENT A

LAW OFFICES OF 0CT1E 8 '
CLINTON D. HUBBA 42RCU'D

ADMITTED TO PRACTICE 5252 BA \ AVENUE, SUITE 3 858. 467
CALIFORNIA SAN DIEGO, CALIFORNIA 9211 fax: 858.467.9142
NEW YORK www.cdh-law.com . i '

chubbard@cdh-law.com

October 12, 2018
[via USPS Priority mail]

Claims

San Diego County Regional Airport Authority

P.O. Box 82776

San Diego, CA 92138-2776

tel: 619.400.2404

Re: Government Code Section 900 Claim

Claimant: M.W. Vasquez Construction Co., Inc. dba Vasquez Construction Company
Project: 104204 - Replace Terminal Seating Terminal 1 & Terminal 2

Encl.: SDCRAA Claim Form (10/12/18) with attachments

Enclosed is the Government Code Section 900 claim submitted on behalf of M.W.
Vasquez Construction Co., Inc. dba Vasquez Construction Company to the San Diegc
County Regional Airport Authority. This claim concerns additive and deductive

change orders under the above-referenced contract.

Sincerely,

CLINTON D. HUBBARD,
Counsel for Vasquez Construction Company

cc(w/ encl.): Greg Halsey, Esq.
General Counsel

Page 1 0of 1
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ATTACHMENT A

8) Describe propertv damage or personal injury claimed:

N/A. This is a construction claim

9) Owner and location of damaged property or name/address of person injured:

N/A. This is a construction claim

10) Detailed list and amount of damages claimed as of date of presentation of claim, including prospective
damages. If amount exceeds $10,000.00, a specific amount need not be included.

See the attached construction claim summary. The claim amount is $171,795.

M.W. Vasquez Construction Co., Inc.

dba Vasquez Cpystruction Company
Dated: October 11, 2018 Claimant: ﬂ/%

(Signature)

By its attorney, Clinton D. Hubbard

Notice to Claimant:
Where space is insufficient, please use additional paper and identify information by proper section number.

Mail completed original form to: OR Deliver completed original form in person to:
Claims San Diego County Regional Airport Authority
San Diego County Regional Airport Authority Administration Reception Desk

P.O. Box 82776 3225 N. Harbor Drive, 3™ Floor

San Diego, CA 92138-2776 San Diego, CA 92101

Page 2 of 2



ATTACHMENT A

ATTACHMENT TO CLAIM FORM DATED OCTOBER 12, 2018

M.W. VASQUEZ CONSTRUCTION CO., INC. dba VASQUEX CONSTRUCTION COMPANY

CONSTRUCTION CLAIM SUMMARY

Enclosed are the following documents which fairly describe the detail of the contractor's
construction claim:

Vasquez Construction Pre-Mediation Statement dated September 7, 2018 (4 pages)

Vasquez Construction letter dated January 19, 2018 (6 pages)



ATTACHMENT A

CLINTON D. HUBBARD, ESQ. [State Bar #071276)]

LAW OFFICES OF CLINTON D. HUBBARD
5252 Balboa Ave., Suite 302

San Diego, CA 92117

tel: 858.467.9140 [fax: 858.467.9142]
Chu AN A AL Tneer A “~1

For Vasquez Construction Company,

Claimant
Vasquez Construction Co., Arbitration Mediation Conciliation Center
Claimant Mediator: Matthew Argue, Esq.
vs Hearing: September 18, 2018
San Di c tv Airport Authorit Time: 9:00 a.m.
an Licgo Lounty Airport Authonity Location: Premier Business Center
Respondent 11440 W. Bernardo Ct., #300

San Diego, CA 92127

VASQUEZ CONSTRUCTION PRE-MEDIATION STATEMENT

This dispute arises from a project to replace seating and related work in
Terminals 1 and 2 of the San Diego International Airport. San Diego County Airport
Authority ("SDCAA") awarded the contract to Vasquez Construction Co. ("VCC'"), a
general contractor, for the price of $3,401,830. The project is completed, and the
parties are $171,795 apart with respect to seven unresolved unilateral change orders.
VCC and SDCAA had an excellent working relationship on the production side. The
project was completed on schedule with no significant production or scheduling
concerns. VCC had successfully completed earlier work for SDCAA and is currently
working on another contract for it which is going well.

VCC has submitted claim documentation to which SDCAA has replied with a
written denial. The parties held a "meet and confer" conference on April 18, 2018, but
were unable to reach a settlement. This mediation is the final step prior to litigation if
necessary.

The enclosures contained in the binder being provided herewith are:

* VCC's summary claim letter of 1/19/18
* SDCAA's reply and denial, 3/9/18
* Exhibits 1 through 25

Page 1 of 4 VCC Pre-Mediation Statement



ATTACHMENT A

This Mediation Statement provides only an overview, as the issues are well
documented in the enclosures. The table below identifies the parties' position on the
six individual claims to be addressed at this mediation.

Summary of Claim Amount:

Unilateral Change Order #2

* | Bulletin# / COR # Vasquez amount | SULKAA Net Claim | Issues
requested or deduction Amount
deduction demanded
offered
1| CT# 0002 / COR #002 $21,411.00 (S83,91b.UU) $105,327 ambiguity,
Add'l hold room seating pre-bid RFI
Unilateral Change Order #4
* | Bulletin # / COR # Vasquez amount | SDCRAA Net Claim Issues
requested or deduction Amount
deduction demanded
offered
2 | CT #005/ COR #7 $9,856.00 (524,140.00) $33,996.00 | ampbiguity,
extra power ports pre-bid RFI
3 | CT#006 / COR #8 (52,309.00) {(520,000.00) $17,691.00 | sched. of
removal of payphone cylinders values,
deletion
4 | CT #008 / COR #9 $10,374.00 $5,631.94 $4,742.06 sched. of
change outlets location values,
5 | CT#009 /COR #12 (5484.00) (52,606.21) $2,122.21 sched. of
deletion of seating assembly values,
deletion
6 | CT #012 / COR #10 $9,897.00 $1,979.40 $7,917.60 quantity
bench seating interpretation
Total for C.0. #4 $27,334.00 (539,134.87) $66,468.87
| Total for C.O. #2 & #4: | $48,745.00 | (5123,050.87) | $171,795.87

* Note: In SDCRAA's 3/9/18 reply to VCC's claim discussion letter of 1/19/18

it assigns a sequential reference number, 1 through 6.

Page 2 of 4
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ATTACHMENT A

Claim 1 (additional hold room seating):

This is the largest claim, $105K of the $171K. It has been extensively
documented and argued in the record (see the exhibit references in VCC's 1/19/18
claim letter). In summary, the specification was (at best) ambiguous with regard to
attic stock for seats. VCC submitted, prior to the deadline, a pre-bid request for
clarification which also stated its understanding of what was being referred to. (See
enclosure (e) to Exhibit 5, Zoeftig's email to Frederick Sharpe of SDCRAA, of 12/17/ 16,
time= 16:59.) In reliance on this reasonable understanding, VCC did not intend to
provide the attic stock that SDCRAA later demanded be provided, and submitted its
bid accordingly.

An ambiguity created by the drafter, which the contractor timely addresses
through official channels, stating its understanding (in this case units = tables) of the
language, will be construed against the drafter. The contractor's reasonable
interpretation prevails.

VCC has proof of emailing of its 12/17 /16 pre-bid inquiry, so the excuse cited
by SDCRAA in its reply letter of 7 /21/16, that it cannot find evidence that it received
it, is not an adequate basis for denial. Another cc'd address showed receipt, so clearly
it was sent.

Claim 2 (extra power ports):

SDCAA asserts that there was a contract requirement to provide extra power
ports, and VCC denies this based on the specification language and a pre-bid inquiry
concerning the relevant language, in which VCC's representative stated his opinion
that there was a redundancy which would mean that no extra power ports would be
required. SDCAA did not correct or reply to this inquiry. VCC did not allow for extra
power ports in its bid.

SDCAA issued a change order deleting half of what it claimed was required for
extra power ports. VCC delivered the units ordered and seeks as an extra the $9,856
it cost. SDCAA refuses to pay this and issued a deletion for the other half. But
instead of charging VCC the $9,856 it would have cost to purchase the other half, it is
charging $24,140, without explanation. Therefore the parties are $33,996 apart on
this issue.

Claim 3 (removal of payphone cylinders):

See Exhibit 8 for VCC's analysis of its cost to delete the removal of the
payphone cylinders. The credit is based upon (a) VCC's own experience and labor
estimates, and (b) the current Unit Cost data from the RS Means to remove payphone
cylinders. RS Means is a nationally recognized job data aggregator and estimating tool.
This was an extremely simple task, as the cylinders could be twisted and pulled out
with little effort. SDCRAA has no evidence of actual cost and is not in a position to
challenge VCC's calculation of the actual costs saved as a result of the deletion of this
task. There is no provision in the contract stating that the schedule of values has
anything to do with pricing change orders; it is related to the billing schedule only.
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While the SOV can be circumstantial evidence, it does not trump evidence of actual
costs.

Claim 4 (change of outlets location):

SDCAA wants to use the schedule of values to establish the price for relocating
and deleting various power outlets, but VCC is using the actual costs incurred or
saved. Actual cost, when available, must be used. Furthermore, a wide variety of
workspace factors, such as accessibility to spaces, determine actual cost, and SDCAA
is not taking that into consideration.

Claim 5 {(deletion of seating assembly):

VCC offers a credit for the seating assembly but not for the purchase; it was
delivered in a box. SDCAA erroneously wants to use the schedule of values to price
the deletion instead of actual cost saved. SDCAA's other argument, that VCC
challenged the amount of the priced deletion 37 days vs. 15 days later, is not
supportable as VCC substantially complied and there is no prejudice.

Claim 6 {bench seating):

VCC's claim letter addresses this at pages 5-6. SDCAA appears to concede that therc
was no requirement for bench seating, although it ordered VCC to deliver 5 bench
units and has agreed to pay for only one. It claims that VCC owes it some seating
because some of the individual seats shown on the drawing were not installed. VCC
denies that it omitted any seats shown on the drawings. The scope of the seating was
the subject of a pre-bid RFI by its seat provider Zoeftig, and the drawings were
approved by the Authority several times, showing no bench seating. All items on the
approved drawings were installed.

Thank you.

Dated: September 7, 2018 Law Offices of Clinton D. Hubbard

Clinton Hubbard, for Claimant
Vasquez Construction Company
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o - ATTACHMENT A
Wi\ ASQUEZ

CONSTRUCTION COMPANY

january 19, 2018

(via certified mail and hand delivery)

Attention: Mr. Edgar Hinojosa

Construction Manager

Facilities Development Department
San Diego County Regional Airport Autharity

Contract No. 210245 OG

CIP 104204 - Replace Terminal Seating in Terminal One and Terminal Two, 5.0. Int'{ Airport

CLAIMS REGARDING CHANGE ORDER #2 AND CHANGE ORDER #4

3000 G Street

San DicGo. CA 021052
Phote: ()0 2373607
Fax: 6G19.237.3610

CA License NO. 300009

Vasquez Construction Company {VCC) hereby submits the attached claims, seeking compensation in the
total net amount of $171,795.87, related to unilateral Change Orders #2 and #4. {See Exhibits 1 and 2}
The table below summarizes the parties’ positions.

By alt accounts SDCRAA was extremely happy with VCC's care and efficiency on this job. VCC would
hope that this final accounting can be handied in the same good faith spirit that characterized the

producticn side.

Summary of Claim Amount:

Unilaterai Change Order #2

| Bulletin # / COR #

Vasquez amount
requested or deduction
offered

SDCRAA deduction
demanded

' Net Claim Amount

. CT# 0002 / COR #002

$21,411.00

($83,916.00)

$105,327

Unilateral Change Order #4

- Bulletin # / COR # Vasquez amount SDCRAA deduction ' Net Claim Amount
requested or deduction | demanded
offered
CT #003 / COR #0 0 0 1 0 ]
CT #005 / COR #7 €a g56.0n {524,140.00) f €23,996.00
CT #006 / COR 48 1~/ 209.un 0 {$20,000.00) >17,697 NN
| CT #008 / COR #9 $1vu,374.0u $5,631.94 $4,742.u0
{ CT #0009 / COR #12 {5484.00) {52,606.21) $2,122.21
CT #00012 / COR #10 $9,897.00 $1,979.40 $7,917.60
 Total for C.O. #4 $27,334.00 ($39,134.87) | $66,468.87 E
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| Total for C.O. #2 & #1- | $48,745.00 | ($123,050.87) | $171,795.87

Sincerely,

VCC certification:
The undersigned certifies on behalf of VCC that these claims are accurate and justified to the best of its
knowledge and belief.

UNILATERAL CHANGE ORDER #2

This issue has been has been thoroughly documented by both parties. See attached Exhibits:
1 (Change Order 2)
5 {VCC letter of 4/17/17 and enclosures (a}-{e)
4 {VCC change order request of 6/1/17)
3 (SDCRAA reply letter of 7/21/17)
19 (Special Provisions, Holdroom Seating, 1.08 Extra Materials)

In summary, the specification was {at best) ambiguous with regard to attic stock for seats. VCC
submitted, prior to the deadline, a pre-bid request for clarification which also stated its understanding
of what was being referred to. (See enclosure {e) to Exhibit 5, Zoeftig's email to Frederick Sharpe of
SDCRAA, of 12/17/16, time = 16:59.) In reliance on this reasonable understanding, VCC did not intend to
provide the attic stock that SDCRAA later demanded be provided, and submitted its bid accordingly.
VCC has proof of emailing of its 12/17/16 pre-bid inquiry, so the excuse cited by SDCRAA in its reply
letter of 7/21/16, that it cannot find evidence that it received it, is not an adequate basis for denial. See
the contract provisions at 1.08, Extra Materials. (Exhibit 19)

SDCRAA demanded a credit from VCC because it did not provide the attic stock. It then deleted what it
asserted was the full attic stock "requirement”, and then ordered a small portion of that "requirement.”
This was for additional holdroom seating. VCC submitted its change order request for $21,411 in
additional compensation. (Exhibit 4) SDCRAA denied this request and demanded per Change Order 2 an
$83,916 price deduction. (Exhibit 1) Therefore, this claim consists of a demand for an additional
$21,411 and elimination of the $83,916 deduction to the job price. The relief sought therefore totals
$105,327.
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U_n- -\TERAL CH[‘ Ry ARNCrD LA

(a) CT#005 / COR #7 - Power Arm Extra Materials —

This issue has been documented by both parties. See attached Exhibits:
6 (VCC Change Order Request 007, 6/19/17, rev'd 9/28/17)
7 (SDCRAA notice of negotiation 8/1/17 and summary of negotiation 10/25/17)
19 (Special Provisions, 12 £5 00, Holdroom Seating, 1.08 Extra Materials)

tn summary, as was the case for the extra seating per Change Order #2 above, VCC inquired prior to bid
as to the apparent redundancy of 1.08(h} in light of 1.08(j}. See Exhibit 6, and the Zoeftig email inquiry
to SDCRAA of 12/17/16 {at the end of Ex. 6}. In summary, VCC through its expert specialty supplier,
sought SDCRAA confirmation of its interpretation of "power ports” to be redundant under 1.08(h).
SDCRAA was on notice of the interpretation VCC was relying upon. VCC's interpretation was reasonable,
and is therefore entitled to the benefit of its interpretation.

Although SDCRAA claims that it is reducing the "power port requirement” from 10% to 5%, in reality
there was a zero requirement to begin with. VCC complied with the order to deliver PUMA power units
and it requested reimbursement for $9,856 for the units. SDCRAA has denied this request and
demanded a price deduction for the undelivered "required" units in the amount of $24,140. Therefore,
VCC seeks relief in the form of a $33,996 increase over the current (improperly) reduced contract price.

The specification suffers from a terminology problem. It is written for multiple manufactures including
Zoeftig and Arconas. Each manufacture had different types and names for electrical components.
Zoeftig uses a 'Power Arm' while Arconas Products uses 'Place Power' system. They don't use the term
"Power Ports". Other manufactures might. But the specification as written attempted, apparently, to
cover all possible manufactures and configuration, but did a poor job of it. Zoeftig, the specified
manufacture, thought there was a redundancy between 1.08(h}) and 1.08(j), and submitted the 12/17/16
pre-bid RFI {on behalf of VCC) to SDCRAA.

During the change order negotiation meeting on August 9, 2017, confusion reigned. SDCRAA couid not
identify what or where the "power port" was on the installation drawing. VCC explained that this was
the reason the pre-bid question was asked by Zoeftig. The action item for this meeting was that SDCRAA
would identify what they meant as "power port" and circle a photo so that VCC could price it.

Afterwards, SDCRAA provided VCC a marked photo indicating the sub-unit it wanted. The specified seat
system provider, Zoeftig, did not carry this as a separate unit. That is why Zoeftig believed that there
was a redundancy ~ it was already providing its smallest power unit under 1.08(j). Eventually, VCC
submitted Change Order Request 7 (Exhibit 6) for the added cost to provide 67 Zenky Power Arm Puma
Modules (Item #4524}. This confusion was caused by the terminology contained in 1.08(h). it refers to
“power ports," which are commonly understood to mean single outlets or plug sockets, not an entire
pov  blocksuct & tiginctu | :he po \ t

Zoeftig's pre-bid inquiry, VCC reasonably assumed that the extras intended by 1.08(h) were inciuded
within the extras provided under 1.08(j}, "arms with power."

{b) CT #006 / COR #8 — Delete the Removal of Payphone Cylinders at T1 Lobby --
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This issue has been documented, per the attached Exhibits:
(8) {VCC Change Order Request 8, of 7/14/17, revised 8/2/17; and SDCRAA direction,
Bulletin 06, 5/25/17)
(9) (SDCRAA notice of negotiation 8/2/17, with proposal)
(10) (VCC schedule of values, 4/24/17)

Bulletin 6 - SDCRAA Issued Bulletin 6 to delete the remova! of payphone cylinders at T1 Lobby. The
parties agree that a price deduction is warranted, but they disagree as to the amount. VCC provides a
credit for the actual costs saved by the deletion. The actual amount is $2,309. SDCRAA uses a different
approach to calculating the deduction. It disregards the actual cost and seeks to apply a different
formula that results in, for them, a more beneficial price deduction of $20K.

See Exhibit 8 for VCC's analysis of its cost to delete the removal of the payphone cylinders. The credit is
based upon (a) VCC's own experience and labor estimates, and (b) the current Unit Cost data from the
RS Means to remove payphone cylinders. RS Means is a nationally recognized job data aggregator and
estimating tool. This was an extremely simple task, as the cylinders could be twisted and pulled out with
little effort. SDCRAA has provided no technical evidence to contradict VCC's calculation of the actual
costs saved as a result of the deletion of this task.

SDCRAA resorts to a progress payment schedule and asserts that regardiess of how far that schedule
deviates from actual costs, SDCRAA is entitled to use that schedule to maximize its price reduction. The
schedule of values (Exhibit 10) does not match the actual cost for the telephone cylinder removal. There
is no contract provision tying deductive change amounts to that schedule, as it is merely a payment
schedule. VCC was scheduled to be deep into a negative cash flow position at the onset of the job
because it was required by its supplier, Zoeftig, to pay $689,642.06 up front, all at once, for the chair
units. Zoeftig would not even accept an order without immediate payment. The tight period of
performance required ordering the seats at the outset. VCC even went out on a limb to assure the
schedule could be met. it placed the Zoeftig order before SDCRAA completed its delayed approval
process in order to get an early start. The initial contract payment to VCC for the cost of the Zoeftig
order was only $300,000, less than haif of the real cash flow. To make matters worse, payment was
delayed per the 60-day payment terms. Meanwhile, VCC had to bear high labor and mobilization costs
during this period, and remained in a net negative cash flow for the majority of the job. Soto put it
plainly, the cash flow value schedule was somewhat aligned with the cash flow reality but not
necessarily with the actual cost of performance. It was not intended to be a unit cost list and does not
reflect the actual cost of the individual items. The basic law of the pricing of deductive changes is that
evidence of the actual costs saved overruies the contract's payment schedule.

(c) CT: 0008 / COR #9 Modification to Electrical Outlets
This issue has been documented by both parties. See attached Exhibits:

10 (Submittal ¢ schedule of Values)
11 (Bulletin 8 / COR 9 ~ Revised 10/10/17 - Change Order Request

Bulietin 8 — SDCRAA issued Bulletin 8 to add, relocate and delete electrical outlets -VCC was directed to
proceed with the additional work on time and materiai basis. The SDCRAA onsite Inspector, Mike
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Henshaw signed and verified the additional time and material tickets each day. Upon completion of the
added work VCC submitted a change order for the additional work as weli as an itemized credit
breakdown for the work not completed. Change Order 9 (Exhibit 11 —~ COR 9) was properly submitted
and follows the requirements of Specification Section 1C-7.3 — Change Orders

SDCRAA Record of Negotiation (Exhibit 12 — Bulletin 8 - Record of Negotiation Dated 10/25/17) does not
reflect the revised Change Order 009 submitted to the SDCRAA on October 10, 2017 (Exhibit 11 -
Change Order 009 ~ Revised 10/10/17} and discussed during the negotiation meeting on October 11,
2017.

VCC disagrees with the SDCRAA method of using the Schedule of Values for change order pricing. The
Schedule of Values is not a unit cost price sheet, there are no units or unit cost shown on the schedule
of values document (Exhibit 10 ~ Submittal 8 — Schedule of Values). SDCRAA attempts to count the
outlets on the drawings and divided the dollar amount shown on the billing schedule of values to
extrapolate a unit cost. This estimating method is inaccurate, this method does not take into account
the difference between a floor electrical box, wall mounted electrical box, distance from the panel, etc.
This method is unsupported by the specifications and unconventional on Lump sum contract.
Furthermore previous approved change order including bulletins CT-004/COR#003 and Bulleting CT-
007/COR#006 were not evaluated and using schedule of values.

VCC is demanding to be paid for the material and labor verified by the Airport Authority on the Time and
Material tickets, minus the actual cost saved from the deleted work.

CT #0009 / COR #12 - RFI #64 Delete Installation of Seating in Front of EVIDS

This issue has been documented by both parties. See attached Exhibits:
13 {Bulletin 9 / COR 12)
14 {Bulletin 9 Record of Negotiation)

VCC provided a provided an itemized breakdown of credit for deletion of electrical and assembly of on 6
beam seat (Exhibit 13 — Bulletin 9 / COR 12). According to Bulletin 9 - Record of Negotiation (Exhibit 14
- Bulletin 9 Record of Negotiation) SDCRAA estimator makes an attempt to use the billing schedule of
values to extrapoiate the credit, even though the schedule of values is not a price list, shows no units or
unit cost. VCC disagrees with SDCRAA method of using the schedule of Values for change order pricing.

CT #00012 / COR # 10~ Provide {5) Bench Seating

This issue has been documented by both parties. See attached Exhibits:
15 (Exhibit 15 — ADCRAA Letter dated October 5, 2017)

16 (Bulletin 12 — Record of Negotiation)

17 (Bid Schedule A)

18 {COR 10)

Vasquez Construction purchased and installed additional bench seating was not shown on the drawings
to be provided as part of this contract per Builetin 12.

SDCRAA Letter dated October 5, 2017 {Exhibit 15 — SDCRAA Letter dated October 5, 2017) does not
dispute that the benches were not shown to be provided by the contractor, it only disputes the seating
count shown on the drawings. Record of Negotiation {Exhibit 1¢  3ulletin 12 ~ Record of Negotiation)
incorrectly credits seats that were not deleted.

SDCRAA Letter dated October 5, 2017 states that Vasquez Construction bid day tabulation shows Bid
Item #9 — Area 9, T2E Gates 27, 29 and 31 shows a bid quantity of 239 each. This statement is incorrect.
Bid Schedule A (Exhibit 17 — Bid Schedule A}. item 9 does not have any unit prices or unit cost
associated with this line item. Vasquez Construction installed every seat shown on the drawings and
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SDCRAA Inspector of Record, Mike Henshaw inspected each seat at the end of each work day and
verified that every seat was installed per plans and specifications. Submittal 69 ~ Hold Room Seating
Field Quality Reports for each area is proof that all hold room seating shown the drawing have been
installed. Had there been any seats deleted from the scope of work the SDCRAA would have promptly
issued a revised drawing showing the deleted seats and requested a credit. Vasquez Construction is
owed the full requested change order amount of $9,897.00. (Exhibit 18 — COR 10)
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RESOLUTION NO. 2018-0130

A RESOLUTION OF THE BOARD OF THE
SAN DIEGO COUNTY REGIONAL AIRPORT
AUTHORITY REJECTING THE CLAIM OF VASQUEZ
CONSTRUCTION

WHEREAS, on October 16, 2018, Vasquez Construction filed a claim with
the San Diego County Regional Airport Authority for damages related to a
contract dispute; and

WHEREAS, at its regular meeting on December 6, 2018, the Board
considered the claim filed by Vasquez Construction and the report submitted to
the Board, and found that the claim should be rejected.

NOW, THEREFORE, BE IT RESOLVED that the Board rejects the claim
of Vasquez Construction; and

BE IT FURTHER RESOLVED the Board finds that this action is not a
“‘project” as defined by the California Environmental Quality Act (“CEQA”)
(California Public Resources Code § 21065); and is not a “development” as
defined by the California Coastal Act (California Public Resources Code §
30106).

PASSED, ADOPTED, AND APPROVED by the Board of the San Diego
County Regional Airport Authority at its regular meeting this 6th day of
December, 2018, by the following vote:

AYES: Board Members:
NOES: Board Members:
ABSENT: Board Members:

ATTEST:

TONY R. RUSSELL
DIRECTOR, BOARD SERVICES/
AUTHORITY CLERK

APPROVED AS TO FORM:

AMY GONZALEZ
GENERAL COUNSEL



Item No.

6

STAFF REPORT Meeting Date: DECEMBER 6, 2018
Subject:

Reject Claim of Eric Antonius

Recommendation:
Adopt Resolution No. 2018-0131, rejecting the claim of Eric Antonius.
Background/Justification:

On October 29, 2018, Eric Antonius filed a claim (“Attachment A”) with the San Diego
County Regional Airport Authority (“Authority”). Specifically, Antonius alleges that the
escalator upon which he was descending stopped abruptly and nearly caused him to fall
at San Diego International Airport. Antonius claims damages in an unknown amount in
excess of $10,000 to cover general and special damages, including medical expenses,
hospital expenses, loss of earnings, and loss of earning capacity.

As described above, Antonius alleges that on May 7, 2018, a dangerous condition
existed to cause a trip hazard. Antonius’ claim should be denied. An investigation into
the alleged incident revealed no notice of an unsafe or dangerous condition. Antonius
did not report the incident to airport employees at the time and paramedics were not
called. The General Counsel has reviewed the claim and recommends rejection.
Fiscal Impact:

Not applicable.

Authority Strategies:

This item supports one or more of the Authority Strategies, as follows:

[] Community [ ] Customer [ ] Employee [ ] Financial [X] Operations
Strategy Strategy Strategy Strategy Strategy



ITEM NO. 6

Page 2 of 2

Environmental Review:

A. CEQA: This Board action is not a project that would have a significant effect on the
environment as defined by the California Environmental Quality Act (“CEQA”), as
amended. 14 Cal. Code Regs. §15378. This Board action is not a “project” subject to
CEQA. Cal. Pub. Res. Code §21065.

B. California Coastal Act Review: This Board action is not a "development" as defined
by the California Coastal Act. Cal. Pub. Res. Code §30106.

Application of Inclusionary Policies:
Not applicable.
Prepared by:

AMY GONZALEZ
GENERAL COUNSEL
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8) Describe proaerty damage or personal injury claimed:

See attached Claim for Personal Injuries.

9) Owner and location of damaged property or name/address of person injured:

See attached Claim for Personal Injuries.

HO) Detailed list and amount of damages claimed as of date of presentation of claim, including prospective
damages. If amount exceeds $10,000.00, a specific amount need not be included.

See attached Claim for Personal Injuries.

Dated: 10/23/2018 Claimant: m

(Signa(f/ f%) GARY I. CHAMBERS

Notice to Claimant:
Where space is insufficient, please use additional paper and identify information by proper section number.

Claims San Diego County Regional Airport Authority
San Diego County Regional Airport Authority Administration Reception Desk

P.0. Box 82776 3225 N. Harbor Drive, 3 Floor

San Diego, CA 92138-2776 San Diego, CA 92101

Page 2
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ATTACHMENT A

LAW ES OF
“1AMBERS & NORONHA
2070 NORTH TUSTIN AVENUE
SANTA ANA, CALIFORNIA 92705
(714)558-1400

GARY L. CHAMBERS, ESQ.

ATTORNEY BAR NO. 86076

GARRETT R. CHAMBERS, ESQ.
ATTORNEY BAR NO. 304796

CHANTELL CERVANTES-CHAMBERS, ESQ.
ATTORNEY BAR NO. 299501

THOMAS G. CHAMBERS, ESQ.

ATTORNEY BAR NO. 128995

Attorneys for Claimant

ERIC ANTONIUS,
CLAIM FOR PERSONAL INJURIES

Claimant, (Government C~~~ Section 910)

vS.

SAN DIEGO COUNTY REGIONAL
AIRPORT, SAN DIEGO COUNTY
REGIONAL AIRPORT AUTHORITY,
CITY OF SAN DIEGO, COUNTY
OF SAN DIEGO, STATE OF
CALIFORNIA,

Respondents.

TO: SAN DIEGO COUNTY REGIONAL AIRPORT:

YOU ARE HEREBY NOTIFIED that ERIC ANTONIUS, whose address is
398 Espressivo Street, Henderson, Nevada 89011, claims dahages from
SAN DIEGO COUNTY . [ON-~- AIRPORT, in the amount in excess of
$10,000.00 by =2ans of tl filir _ <« 2l ¢l im for di i

This claim is based upon personal injuries and emotional
distress sustained by the Claimant on or about May 7, 2018, at the

San Diego County Regional Airport located at 3225 N. Harbor Drive,
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13
14
15
16
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20
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22
23
24
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26
27
28
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PROOF OF SERVICE

I am employed in the County of Orange, State of California; I
am over the age of 18 and not a party to the within action; my
business address is 2070 North Tustin, Santa Ana, CA 92705-7827.

On October 23, 2018 I served the foregoing; CLAIM FOR PERSONAL
INJURIES; on the interested parties by placing true copies thereof
enclosed in sealed envelope(s) with postage thereon fully prepaid,
in the United States mail at Santa Ana, California as follows:

*Certified Mail, Return Receipt*

San Diego County Regional Airport
Post Office Box 82776

San Diego, California 92138-2776

*Certified Mail, Return Receipt*
San Diego County Regional Airport
Administration Reception Desk
3225 N. Harbor Drive, Third Floor
San Diego, California 92101

I am "readily familiar" with the firm's practice of collection
and processing correspondence for mailing. Under that practice it
would be deposited with the United States postal service on that
same day with postage thereon fully prepaid at Santa Ana, California
in the ordinary course of business. I am aware that on motion of
the party served, service is presumed invalid if postal cancellation
date or postage meter date is more than one day after date of
deposit for mailing in affidavit.

I declare under penalty of perjury under the laws of the State

of California the foregoing is true and correct. Executed or
October 23, 2018 at Santa Ana, California.

Chb?s Williams

2 :\DATA\USERS\CHRISI\CLAIM\antonius.eric.sandiegocountyregionalairport.claim.001.wpd

4-
CLAIM FOR PERSONAL INJURIES




RESOLUTION NO. 2018-0131

A RESOLUTION OF THE BOARD OF THE
SAN DIEGO COUNTY REGIONAL AIRPORT
AUTHORITY REJECTING THE CLAIM OF ERIC
ANTONIUS

WHEREAS, on October 29, 2018 Eric Antonius filed a claim with the San
Diego County Regional Airport Authority (“Authority”) for losses he claims to have
suffered as the result of nearly falling when an escalator stopped unexpectedly at
San Diego International Airport; and

WHEREAS, at its regular meeting on December 6, 2018, the Board
considered the claim filed by Eric Antonius and the report submitted to the Board,
and found that the claim should be rejected.

NOW, THEREFORE, BE IT RESOLVED that the Board rejects the claim
of Eric Antonius; and

BE IT FURTHER RESOLVED the Board finds that this action is not a
“project” as defined by the California Environmental Quality Act (“CEQA”)
(California Public Resources Code § 21065); and is not a “development” as
defined by the California Coastal Act (California Public Resources Code §
30106).

PASSED, ADOPTED, AND APPROVED by the Board of the San Diego
County Regional Airport Authority at its regular meeting this 6th day of
December, 2018, by the following vote:

AYES: Board Members:
NOES: Board Members:
ABSENT:  Board Members:

ATTEST:

TONY R. RUSSELL

DIRECTOR, BOARD SERVICES/

AUTHORITY CLERK
APPROVED AS TO FORM:

AMY GONZALEZ
GENERAL COUNSEL



Item No.

7

Staff Report Meeting Date: DECEMBER 6, 2018
Subject:

Approve Establishing the Date and Time of Board and ALUC Meetings for 2019, as
Indicated in the Proposed 2019 Master Calendar of Board and Committee
Meetings

Recommendation:

The Executive Committee recommends that the Board Adopt Resolution No. 2018-0132,
establishing the date and time of Board and ALUC meetings for 2019 as indicated on the
proposed 2019 Master Calendar of Board and Committee Meetings.

Background/Justification:

Pursuant to the Ralph M. Brown Act Cal. Gov. Code (§54954(a)), a legislative body shall
provide for the time and place for regular meetings by ordinance, resolution, or by-laws.
Resolution No. 2015-0105R set the current date and time for Board and ALUC meetings.

The proposed calendar was developed in accordance with the Ralph M. Brown Act and
the criteria adopted by the Board. The objective is to provide consistency for public
participation and the dissemination of information.

Meetings for the Audit and Executive Personnel and Compensation Committee are
scheduled to accommodate review of external audits and the performance evaluations
for the President/CEO, Chief Auditor and General Counsel, respectively.

A Special Board Meeting has been scheduled in February, to accommodate the
anticipated Board Retreat.

The proposed 2019 Master Calendar of Board and Committee meetings is attached as
Exhibit A.

Staff presented the proposed calendar to the Executive Committee during its November 26,
2018 meeting and the Committee voted unanimously, noting Chairman Boling as Absent, to
forward the calendar to the Board for approval as presented.

Fiscal Impact:

Not applicable.

Authority Strategies:

This item supports one or more of the Authority Strategies, as follows:

X Community [ ] Customer [ ] Employee [ ] Financial [X] Operations
Strategy Strategy Strategy Strategy Strategy
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Environmental Review:

A. This Board action is not a project that would have a significant effect on the
environment as defined by the California Environmental Quality Act (CEQA), as
amended. 14 Cal. Code Regs. Section 15378. This Board action is not a “project”
subject to CEQA. Pub. Res. Code Section 21065.

B. California Coastal Act Review: This Board action is not a "development" as defined
by the California Coastal Act. Pub. Res. Code Section 30106.

Application of Inclusionary Policies:
Not applicable.
Prepared by:

TONY R. RUSSELL
DIRECTOR, BOARD SERVICES/AUTHORITY CLERK



RESOLUTION NO. 2018-0132

A RESOLUTION OF THE BOARD OF THE
SAN DIEGO COUNTY REGIONAL AIRPORT
AUTHORITY ESTABLISHING THE DATE AND TIME
OF BOARD AND ALUC MEETINGS FOR 2019 AS
INDICATED ON THE PROPOSED 2019 MASTER
CALENDAR OF BOARD AND COMMITTEE
MEETINGS

WHEREAS, pursuant to the Ralph M. Brown Act Cal. Gov. Code
(§54954(a)), a legislative body shall provide for the time and place for regular
meetings by ordinance, resolution, or by-laws; and

WHEREAS, Resolution No. 2015-0105R set the current date and time for
Board and ALUC Meetings; and

WHEREAS, in accordance with Authority Policy 1.30(2), regular meetings
shall be held at least once each month; regular meeting dates, time and location
shall be set annually by Board resolution; and notice of the meetings shall be
provided to the media and public as required by law; and

WHEREAS, the proposed calendar was developed in accordance with the
Brown Act and the criteria adopted by the Board, with the objective of providing
consistency for public participation and the dissemination of information.

NOW, THEREFORE, BE IT RESOLVED that the Board hereby approves
establishing the date and time of Board and ALUC meetings for 2019, as
indicated on the proposed 2019 Master Calendar of Board and Committee
Meetings (Exhibit A); and

BE IT FURTHER RESOLVED that the Board finds that this action is
not a “project” as defined by the California Environmental Quality Act (“CEQA”)
(California Public Resources Code §21065); and is not a “development” as
defined by the California Coastal Act (California Public Resources Code §30106).
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PASSED, ADOPTED, AND APPROVED by the Board of the San Diego
County Regional Airport Authority at a regular meeting this 6" day of December,
2018, by the following vote:

AYES: Board Members:
NOES: Board Members:
ABSENT: Board Members:

ATTEST:

TONY R. RUSSELL
DIRECTOR, BOARD SERVICES/
AUTHORITY CLERK

APPROVED AS TO FORM:

AMY GONZALEZ
GENERAL COUNSEL



Exhibit A

DRAFT - 2019 MASTER CALENDAR OF BOARD AND COMMITTEE MEETINGS

ALUC/BOARD EXECUTIVE AUDIT EXECUTIVE FINANCE CAPITAL
COMMITTEE COMMITTEE PERSONNEL AND COMMITTEE IMPROVEMENT
1st Thursday of Month . COMPENSATION . PROGRAM OVERSIGHT
(Monday in Monday Meets with
Week (Quarterly) COMMITTEE the Executive COMMITTEE
Preceding Thursday Committee Quarterly
the Board
miet‘i):g;) Monday Thursday
Month 9:00 AM 9:00 AM 10:00 AM 10:00 AM 9:00 AM 10:00 AM
January 3 28 24 28 17
February 7 25 11 25
22 & 23
February Retreat
March 7 25 28 25
April 4 22 22 18
May 2 23 13 30 23
16
May Budget Workshop
June 6
July 11 1 1 18
August 26 29 26
September 5 23 9 23
October 3 28 28 17
November 7 25 4 25
December 5 19 19

BOLD - Denotes a change in the regular schedule due to holidays and conflicts with other Board or Committee meetings.
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Item No.

8

STAFF REPORT

Meeting Date: DECEMBER 6, 2018

Subject:
Adoption of Amendments to Authority Policies

Recommendation:

The Executive Committee recommends that the Board Adopt Resolution No. 2018-0133,
approving amendments to Authority Policies 1.10, 1.33, 1.40, 1.41, 1.60, 3.01, 3.02, 3.03,
3.31, 4.10, 4.20, 4.21, 4.30 and 4.40 and repealing Policy 4.02.

Background/Justification:

The Authority Codes and Policies were initially adopted by the Interim Authority Board
on September 20, 2002. Since 2003, the year the San Diego County Regional Airport
Authority (“Authority) was formed and began operating San Diego International Airport
(“Airport”) and acting as the Airport Land Use Commission, there has not been a
comprehensive and thorough review of the Authority’s Codes and Policies.

Staff initiated a review of the codes and policies in order to ensure that they reflect the
current operations of the Airport and Authority, and are accurate and consistent with
applicable Federal, State and local laws and regulations. Amending the codes will also
provide alignment with Airport Rules and Regulations.

In order to perform a thorough review, departments and stakeholders responsible for
compliance with the requirements of individual codes and policies conducted a thorough
review and recommended revisions, an Executive Project Team consisting of Two Vice
Presidents was created to review all proposed amendments and the General Counsel’s
Office reviewed all proposed amendments.

Staff presented the proposed amendments to the Executive Committee during a
workshop at its November 26, 2018 meeting and the committee voted unanimously,
noting Chairman Boling as Absent, to forward the policies to the Board for approval as
amended.

Fiscal Impact:

The is no fiscal impact associated with the requested action.

Authority Strategies:

This item supports one or more of the Authority Strategies, as follows:

[ ] Community [ ] Customer [] Employee [ ] Financial [X] Operations
Strategy Strategy Strategy Strategy Strategy
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ITEM NO. 8

Page 2 of 2

Environmental Review:

A. CEQA: This Board action is not a project that would have a significant effect on the
environment as defined by the California Environmental Quality Act (“CEQA”), as
amended. 14 Cal. Code Regs. §15378. This Board action is not a “project” subject to
CEQA. Cal. Pub. Res. Code §21065.

B. California Coastal Act Review: This Board action is not a "development" as defined
by the California Coastal Act. Cal. Pub. Res. Code §30106.

Application of Inclusionary Policies:
Not Applicable
Prepared by:

TONY R. RUSSELL
DIRECTOR, BOARD SERVICES/AUTHORITY CLERK



RESOLUTION NO. 2018-0133

A RESOLUTION OF THE BOARD OF THE SAN
DIEGO COUNTY REGIONAL AIRPORT
AUTHORITY, AMENDING AUTHORITY POLICIES

WHEREAS, the Authority Codes and Policies were initially adopted by the
Interim Authority Board of Directors on September 20, 2002; and

WHEREAS, there has not been a comprehensive review of the codes and
policies since the Authority was created; and

WHEREAS, since the creation of the Authority, best practices require a
comprehensive and thorough review in order to ensure that the Codes and
Policies reflect current operations of the Airport and the Authority; and

WHEREAS, the proposed amendments included in Attachment A were
reviewed by the Executive Committee at its November 26. 2018 meeting and the
committee forwarded the proposed amendments to the Board with a
recommendation for approval.

NOW, THEREFORE, BE IT RESOLVED that the Board hereby approves
the amendments to the Authority Policies 1.10, 1.33, 1.40, 1.41, 1.60, 3.01, 3.02,
3.03, 3.31, 4.10, 4.20, 4.21, 4.30 and 4.40, and repealing Policy 4.02, as outlined
in Attachment A; and

BE IT FURTHER RESOLVED that the Board finds that this action is not a
“project” as defined by the California Environmental Quality Act (“CEQA”)
(California Public Resources Code §21065); and is not a “development” as
defined by the California Coastal Act (California Public Resources Code §30106).



Resolution No. 2018-0133
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PASSED, ADOPTED, AND APPROVED by the Board of the San Diego
County Regional Airport Authority at a regular meeting this 6" day of December,
2018, by the following vote:

AYES: Board Members:
NOES: Board Members:
ABSENT:  Board Members:

ATTEST:

TONY R. RUSSELL
DIRECTOR, BOARD SERVICES /
AUTHORITY CLERK

APPROVED AS TO FORM:

AMY GONZALEZ
GENERAL COUNSEL



POLICIES



ARTICLE 1



SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY

POLICIES
ARTICLE 1 - ADMINISTRATION AND GOVERNANCE
PART 1.1 - APPOINTMENT, ELECTION AND REMOVAL OF BOARD
MEMBERS
SECTION 1.10 - APPOINTMENT, TERM, SUCCESSION AND COMPENSATION OF
THE BOARD OF DIRECTORS'

PURPOSE: To establish a policy for the appointment, term, succession and compensation of
the Board of Directors (“Board”) of the San Diego County Regional Airport
Authority (“Authority”).

POLICY STATEMENT:

(1) Board of Directors. The San Diego County Regional Airport Authority Act, §170000 et
seq. of the California Public Utilities Code (“P.U.C.”), as amended from time to time (“Act”),
provides that the Authority shall have a board of directors.

(2) Establishment of the Board. The Board shall consist of nine voting members, appointed
as follows:

(a) Representatives of the City of San Diego

The Mayor of the City of San Diego shall appoint three persons, two of whom shall be
subject to confirmation by the City Council of the City of San Diego. The persons
appointed pursuant to this paragraph shall be residents of the City of San Diego and not
less than one shall be an elected official of the City of San Diego. For purposes of this
subdivision, an "elected official of the City of San Diego" means the Mayor or a member
of the City Council of the City of San Diego.

(b) Representatives of the County of San Diego:

The Chair of the Board of Supervisors of the County of San Diego shall appoint two
persons, subject to confirmation by the Board of Supervisors of the County of San Diego.
The persons appointed pursuant to this paragraph shall be residents of the County of San
Diego and not less than one shall be a member of the Board of Supervisors of the County
of San Diego.
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PoLICY SECTION NoO. 1.10

(c) A representative of the north county coastal cities:

(1) At a public meeting, the mayors of the north county coastal cities shall
appoint one person pursuant to a majority vote of the mayors of the north county coastal
cities. The person appointed pursuant to this paragraph shall be a member of a city
council of one of the north county cities or another resident of the north county coastal
cities.

(i)  As used in this paragraph, the “north county coastal cities” shall mean
the Cities of Carlsbad, Del Mar, Encinitas, Oceanside, and Solana Beach.

(d) A representative of the north county inland cities:

(i) At a public meeting, the mayors of the north county inland cities shall
appoint one person pursuant to a majority vote of the mayors of the north county
inland cities. The person appointed pursuant to this paragraph shall be a member
of a city council of one of the north county inland cities or another resident of the
north county inland cities.

(i)  As used in this paragraph, the “north county inland cities” shall mean the
Cities of Escondido, Poway, San Marcos and Vista.

(e) A representative of the south county cities:

6))] At a public meeting, the mayors of the south county cities shall appoint
one person pursuant to a majority vote of the mayors of the south county cities.
The person appointed pursuant to this paragraph shall be a member of a city
council of one of the south county cities or another resident of the south county
cities.

(i)  As used in this paragraph, the “south county cities” shall mean the Cities
of Chula Vista, Coronado, Imperial Beach and National City.

(f) A representative of the east county cities:

(1) At a public meeting, the mayors of the east county cities shall appoint
one person pursuant to a majority vote of the mayors of the east county cities. The
person appointed pursuant to this paragraph shall be a member of a city council of
one of the east county cities or another resident of the east county cities.

(i)  Asused in this paragraph, the “east county cities” shall mean the Cities of
El Cajon, LaMesa, Lemon Grove, and Santee.

(g) Public meetings of the mayors of the north county coastal cities, the north county
inland cities, the south county cities, and the east county cities are subject to the Ralph M.
Brown Act (Chapter 9 (commencing with §54950) of Part 1 of Division 2 of Title 5 of
the Government Code).
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PoLICY SECTION NO. 1.10

(h) The following persons shall be non-voting, non-compensated, ex officio members
of the Board, appointed by the Governor:

(1) The District Director of the Department of Transportation for the San Diego
region.

(ii) The Department of Finance representative on the State Lands Commission.

(i) The Board may appoint additional non-voting, non-compensated members to the
Board. Each Board-approved non-voting, non-compensated member may appoint an
alternate to serve in his or her place. [P.U.C. §170010(c)]

) Non-voting, non-compensated Board members may serve on committees formed
by the Board, but shall not attend closed sessions of the Board held pursuant to the Ralph
M. Brown Act, nor be counted for purposes of calculating a quorum for a meeting of the
Board.

(3) Terms.
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PoLICcY SECTION NO. 1.10

(ba) Exce]ijt for the term of non- Votmg, non-compensated Board members
B AT o B [RSPEI] Htee—o 3 Ly i“;;,,,,f,‘,,,,_,--,,,, ot

H e we; the term of ofﬁce of a member of the Board is three (3) years. A
member of the Board may continue to serve beyond the expiration of the term until his or her
successor qualifies for appointment and takes office. Members of the Board shall take office at
12:01 a.m. February 1 following their appointment. If a Board appointment is made after
February 1 of the year in which the member’s term is scheduled to commence, the member shall
take office immediately upon appointment and, if applicable, after receiving confirmation, to
serve the remainder of the term. Each Board member shall serve the Board during the term until
his or her removal, resignation, death or incapacity. [P.U.C. §170011(a)]

(<b) If a member of the Board is appointed to be a member as a result of holding
another public office and that person no longer holds that other public office, then that person
shall no longer serve on the Board and a vacancy shall exist. [P.U.C. §170011(b)]
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PoLICcY SECTION NO. 1.10

(c¢)  Any vacancy in the office of a member of the Board shall be filled promptly
pursuant to Government Code §1779'. Any person appointed to fill a vacant office shall serve
the balance of the unexpired term. [P.U.C. §§170011(c), (d)]

4) Compensation.

(a) The Board may provide, by ordinance or resolution, that each of its members may
receive compensation in an amount not to exceed two hundred dollars ($200) for each day of
service. A member of the Board shall not receive compensation for more than eight days of
service a month. A member of the Board shall not receive compensation for being present at
more than one meeting, hearing, event, or training program on each day of service. A Board
member must be present for at least half (50%) of the time set for the meeting, or for the duration
of the meeting, whichever is less, in order to be eligible for compensation.

(b) By a two-thirds vote of the majority, the Board may, by ordinance or resolution,
modify the amount of compensation provided pursuant to subdivision (a).

(c) The Board, by ordinance or resolution, may provide for the Chair to receive an
amount, not to exceed five hundred dollars ($500) a month, in addition to all other compensation
provided pursuant to this section.

(d) The Board may provide, by ordinance or resolution, that its members may receive
their actual and necessary traveling and incidental expenses incurred while on official business.
Reimbursement of these expenses is subject to Article 2.3 (commencing with §53232) of Chapter
2 of Part 1 of Division 2 of Title 5 of the Government Code, except that the provisions of this
section as specified in P.U.C. 170017(d) shall prevail over the provisions of §53232.1 of the
Government Code to the extent of any conflict.

(e) The members of the Board shall not receive any benefits pursuant to Chapter 2
(commencing with §53200) of Part 1 of Division 2 of Title 5 of the Government Code. This
subsection does not prohibit a member of the Board from electing to participate in a plan of
health and welfare benefits if the costs of those benefits are paid by the bsuch member of the
Board member-and the Authority incurs no expense other than those expenses associated with
processing the application of suchthe bBoard member seeking the benefits.

() A member of the Board may waive any or all of the payments permitted by the
Act or by this Policy.

(g) For the purposes of this section, a "day of service' means any of the following:

1 Government Code §1779. “A vacancy on any appointed governing board of a special district
shall be filled by the appointing authority within 90 days immediately subsequent to its
occurrence. If no action is taken for a period of 90 days immediately subsequent to a vacancy on
such a board, the board of supervisors of the county in which the larger portion of the district is
located shall have authority to fill the vacancy by appointment.”
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PoLICcY SECTION NO. 1.10

(1) A meeting of the Authority or an Authority committee conducted pursuant to the
Ralph M. Brown Act (Gov. Code §54950 et seq.).

(1) Representation of the Authority at a public event, provided that the Board has
previously approved the member's representation at a Board meeting and that the
member delivers a written report to the Board regarding the member's representation
at the next Board meeting following the public event.

(ii1) Representation of the Authority at a public meeting or a public hearing conducted
by another public agency, provided that the Board has previously approved the
member's representation at a Board meeting and that the member delivers a written
report to the Board regarding the member's representation at the next Board meeting
following the public meeting or public hearing.

(iv) Representation of the Authority at a meeting of a public benefit nonprofit
corporation on whose board the Authority has membership, provided that the Board
has previously approved the member's representation at a Board meeting and the
member delivers a written report to the Board regarding the member's representation
at the next Board meeting following the corporation's meeting.

(v) Participation in a training program on a topic that is directly related to the
Authority, provided that the Board has previously approved the member's
participation at a Board meeting, and that the member delivers a written report to the
Board regarding the member's participation at the next board of directors' meeting
following the training program.

(vi) Representation of the Authority at an official meeting, if the Board has previously
approved the member's representation at a meeting of the Board and the member

delivers a written report to the Board regarding the member's representation at the
next meeting of the Board. [P.U.C. §170017 (a)-(g)]

(5) Board Officers - Appointment of Chair and Election of Other Officers and Executive
Committee.

(a) The officers of the Board are a Chair and Vice Chair and those additional officers
created by the Board pursuant to subdivision (d), below. The Chair shall preside over meetings
of the Board and the Vice Chair shall serve during the Chair's absence or inability to serve.
[P.U.C. §170012(b)]

(b) The Mayor of the City of San Diego shall appoint the Chair of the Board from
among the members of the Board. [P.U.C. §170010(d) and 170012(a)]

(c) At the first meeting of the Board on or after the first Monday in February of each
even-numbered year, the Board shall meet and elect its officers, except for the Chair of the
Board, who shall be appointed by the Mayor of the City of San Diego. [P.U.C. §170010(a) and
170012(a)]
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PoLICY SECTION NO. 1.10

(d) The Board may create additional offices and elect members to those offices,
provided that no member of the Board shall hold more than one office. [P.U.C. §170012(c)]

(6)  Appointment of Authority Officers.

(a) The Board shall appoint the following officers of the Authority:
(1) President/Chief Executive Officer (“President/CEQ”);
(ii) General Counsel; and
(iii)  Auditor.

(b) The President/CEO shall be responsible for all of the following:

(1) The implementation of the policies established by the Board for the operation
of the Authority.

(i1) The appointment, superv151on dlsc:lphne and d1sm1ssa1 of the Authority's
other employeesweh&}w%dtmw; hiefe © 2E {[RSP?] consistent
with the employee relations system estabhshed by the Board.

(1i1) The supervision of the Authority's facilities and services.
(iv) The supervision of the Authority's finances.

(c) When vacancies occur due to resignations, retirements, or from incapacitating
events, the Board may select an interim replacement for the President/CEO, the General Counsel
or Auditor. The Executive Committee is authorized to make an emergency appointment of the
position for the period prior to the Board meeting.

(7)  Executive Committee and Board Officers.

(a) Executive Committee. The Authority shall have a three-person Executive
Committee consisting of one Board member from each of the following “defined jurisdictions”:
the City of San Diego, -the County of San Diego, and a sub-regional jurisdiction (the east county
cities, south county cities, north county inland cities, or north county coastal cities). [P.U.C.
§170013(d)]. The Executive Committee shall be comprised of the following Board officers: the
Mayor-appointed Chair, a Board-elected Vice Chair, and a Board-elected third Board member
serving as a Board officer.

(b) Board Officers. The Mayor-appointed Chair will serve as a Board officer. The
Board’s Vice Chair shall be elected following the appointment of the Chair and must be a
representative from a defined jurisdiction not represented by the Chair. Thereafter, a third Board
member shall be elected as a Board officer who must be from the defined jurisdiction not
represented by the two other Executive Committee members/Board officers. [P.U.C. §170010(d)
and §170012]
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PoLICY SECTION NoO. 1.10

(c) Terms. Except for the Chair, who is appointed by the Mayor of San Diego, the
appointment (election) of the Board officers shall occur at the first meeting of the board on or
after February 1 of each even-numbered years, to be seated immediately upon appointment.
[P.U.C. §170010(d) and §170012(a)]

(d) Rotation of Member. The Board shall ensure that the Executive Committee
member representing the sub-regional city jurisdiction shall rotate among said jurisdictions.

(e) Role of Executive Committee. The Executive Committee is responsible for
overseeing the implementation of the administrative policy of the Authority. The Executive
Committee members may not be included in the direct operation of the facilities and airports
under the jurisdiction of the Authority, nor may they be included in the chain of command for
purposes of emergency procedures. The Executive Committee shall conduct monthly meetings
with the President/Chief Executive Officer and his or her staff to review the operations of the
Authority. Any policy recommendations from the Executive Committee shall be forwarded to
the Board for consideration at a public meeting of the Board.

(8)  In the event of any inconsistency between this Policy and the Act, the provisions of the
Act will govern.

[Amended by Resolution No. 2013-0132 dated December 12, 2013.]
[Amended by Resolution No. 2008-0029 dated March 6, 2008.]
[Amended by Resolution No. 2005-0094 dated July 7, 2005.]
[Amended by Resolution No. 2005-0088 dated July 7, 2005.]
[Amended by Resolution No. 03-005R dated February 6, 2003.]
[Adopted by Resolution No. 2002-02 dated September 20, 2002.]
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SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY

POLICIES
ARTICLE 1 -  ADMINISTRATION AND GOVERNANCE
PART 1.3 -  BOARD AND COMMITTEE MEETINGS
SECTION 1.33 - PUBLIC PARTICIPATION IN MEETINGS OF THE BOARD OF

DIRECTORS. AIRPORT LLAND USE COMMISSION AND
STANDING COMMITTEES OF THE BOARD-AND-CIFIZEN
COMMITTEES

PURPOSE: To establish a policy for public participation during meetings of the Board of
Directors (the-“Board”)._ Airport Land Use Commission (“CommissionALUC”).
and standing committees of the BOdld—ﬁHd—lGi—t—l—Zéﬂ—GGﬁﬁH—t—t-@&ﬁSR[]

r Cmumlttees ') of the San Diego County Regional Airport Authority
(“Authority™).

POLICY STATEMENT:

(1) The public may participate in all public (open) sessions of the Board, ALUCesamission.
and Committees subject to the provisions of this policy.

(2) No person may address the Board, ALUCemmission. or Committees without the
permission of the Chair of the Board (the-“Chair”).

(3) Persons wishing to address the Board, ALUCemmissien. or Committees must submit a
“Request to Speak” form in person to the Authority Clerk (“Clerk”).

(4) The “Request to Speak” form may be submitted to the Clerk at any time following the
start of the meeting, but must be submitted prior to the initiation of the portion of the agenda
containing the item to be addressed (e.g., Public Comment, Consent Agenda and General Items).
Failure to complete a form shall not preclude testimony, if permission to address the Board is

~ granted by the Chair.

(5) The Public Comment Section on the agenda is reserved for persons wishing to address
the Board on any matter for which another opportunity to speak is not provided on the Agenda

and on matters that are within the jurisdiction of the Board. This-commentperiod-shall-be
%%mg%eﬁwﬂm{%&h—%ee{%}mﬁ%%mwmﬂ&] ﬁ%seeeﬂﬁl

(6) Persons wishing to speak on specific agenda items should reserve thelr comments until
the spemﬁc item 1s taken up by the Board ' : : -

(7) If many persons have indicated a desire to address the Board on the same issue, then the
Chair shall suggest that these persons consolidate their respective testimonies. Testimony by
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PoLICY SECTION NoO. 1.33
members of the public on any item shall be limited to three (3) minutes per individual speaker
and five (5) minutes for applicants, groups and referring jurisdictions.

(8) Groups shall be defined as any organization which has at least five (5) members.
adopted bylaws, and —Fhe-erew +meet: regularly (at least semi-annual ) .- he speaker
1c group must have been voted on by the majority of the group to represent them and have

minutes of their meetings; and have previously registered with the Authority as a recognized

group.
9) Applicants shall be defined as any person-(s) or agency ( s) that has(\¢) a project which
requires a consistency determination by the ALUCAdsposttand-tse Commission.

(10)  After a public hearing or the public comment portion of the meeting has been closed, no
person shall address the Board, Commission. or Committee without first obtaining permission
from the Chair to do so.

(11)  The Chairswith-the-consentofa-majority-of the Board, Commission—orCommittee

present; may extend or reduce the amount of time given to individual speakers, applicants,
groups and referring jurisdictions or suspend the requirements of this policy.

(12)  This policy shall apply to the conduct of meetings of the Board, ALUC..
Commissien and all standing-eCommittees created by the Board.
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SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY

POLICIES
ARTICLE 1 - ADMINISTRATION AND GOVERNANCE
PART 1.4 - AUTHORITY POSITIONS
SECTION 1.40 - POWERS AND FUNCTIONS OF THE PRESIDENT/CHIEF

EXECUTIVE OFFICER

PURPOSE: To delineate the powers and functions of the President/Chief Executive Officer
(the-“President/CEQ”) of the San Diego County Regional Airport Authority (the
“Authority”).

POLICY STATEMENT:
(1) The President/CEO shall have the powers and functions:

(a) set forth in the San Diego County Regional Airport Authority Act, Sections
170000 et seq. of the California Public Utilities Code, as amended from time to time;

(b) established in the policies and codes promulgated by the Authority’s Board of
Directors from time to time; and

(c) that are necessary for the administration, management and operations of the
facilities and airports under the jurisdiction of the Authority, including, without limitation, the
San Diego International Airport.

(2)  The President/CEO shall appoint all officers and employees of the Authority, other than
the Authority’s General Counsel and Auditor, and shall oversee the personnel performance
standards of such officers and employees.

(3) Whenever a power is conferred -eranted-to—or a duty is imposed upon the President/CEQ
by the provisions of this sPolicy, such power or duty may be exercised or performed by such
person as the President/CEQ may designatefaij.

[Amended by Resolution No. 2008-0029 dated March 6, 2008.]
[Adopted by Resolution No. 2002-02 dated September 20, 2002.]
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SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY

POLICIES
ARTICLE 1 -  ADMINISTRATION AND GOVERNANCE
PART 1.4 - AUTHORITY POSITIONS

SECTION 1.41 - POWERS AND FUNCTIONS OF THE GENERAL COUNSEL

PURPOSE: To delineate—theestablish a policy ea—governing the exercise of powers and
functions of the general counsel (the “General Counsel”) for the San Diego
County Regional Airport Authority (the “Authority”).

POLICY STATEMENT:

(1) The General Counsel shall be directly responsible to the Authority’s Board of Directors
(“Board”).

Authority’s Auditor, and Authority staff anekeel:tamj&a#[sm—d%gﬂf&ed—b{f—th%ﬁeﬁéeﬂ#%@

with all legal assistance necessary for the performance of their respective duties as prescribed
under the San Diego County Regional Airport Authority Act, §§170000 ef seq. of the California
Public Utilities Code, as amended from time to time, and under any policies and codes adopted
by the Board.

2) The General Counsel shall furnish the Board, the Authority’s President/CEO, ané-the

(3) The General Counsel shall approve, as te-theirto legality:

(a) > aAll ordinances, erdinances;resolutions, leases;-eontraets-policies,; and codes -and
otherdocuments-prior to theirsubmission to the Board for action::

(b) All leases, contracts, and other documents prior to execution; and

(¢) Any amendments to such documents described above.

(4) The General Counsel shall be responsible for the conduct of all cases and proceedings
involving the Authority before all courts, tribunals and administrative agencies; provided,
however, that appropriate Authority personnel may be authorized by the President/CEO or the
Board to appear before administrative agencies in connection with specialized matters not
involving legal issues or requiring legal counsel.
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PoLICY SECTION No. 1.41

(5) When in the opinion of the General Counsel it is desirable to retain outside legal counsel
in connection with the Authority’s legal matters, the General Counsel shall make such
recommendation to the Board together with recommendations as to attorneys to be retained. The
Board shall make the final determination as to the Authority’s retention of outside legal counsel,
and the specific counsel to be retained. The initial terms of engagement for such legal counsel
shall be approved by resolution of the Board. Any subsequent amendments shall beare subject to
Policy 5.01.

(6) The General Counsel shall be subject to any and all policies and codes that relate to
Authority employees.

(7) The General Counsel shall keep the Board and eertain—staff—designated—by—the

President/CEQO _or his or her designee(s) informed on any legislation or other legal matters that
may affect the Authority.

(8)  The General Counsel shall have the authority to negotiate and settle or compromise any
claims, causes of actions, suits, liens, costs, damages or liabilities (“Claim’}—against the
Authority (“Claim”) where:

(a) The General Counsel believes settlement or compromise of the Claim is in the
best interest of the Authority;

(b) The amount of the Authority’s obligation to settle or compromise the Claim is

FenThousand DeHars{$1+0:000)- Twenty-five Thousand Dollars ($25,000) or less; and

(c) The President/CEO approves, in writing, the General Counsel’s recommendation
to settle or compromise the Claim.

(9)  The General Counsel shall have the authority to negotiate and settle or compromise any
claims, causes of actions, suits, claims, or liens; (“Aetiens}-brought by the Authority (“Action”)
where:

(a) The General Counsel believes settlement or compromise of the Action is in the
best interest of the Authority;

(b) The amount the Authority is to recelve through the settlement or compromise is
—Twenty-five Thousand Dollars

($25.000) -or lebb and

(c) The President/CEO approves, in writing, the General Counsel’s recommendation
to settle or compromise the Action.:and

(10) The General Counsel shall have the authority to negotiate and settle any Actions where the
Authority is fully compensated for all known damages without prior Board approval{as).

(116:) The General Counsel shall report all settled/compromised Claims and/or Actions to the
Board-atsmectneoithe Boned,
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[Amended by Resolution No. 2010-0038 dated April 1, 2010.]
[Amended by Resolution No. 2008-0088 dated July 10, 2008.]
[Adopted by Resolution No. 2002-02 dated September 20, 2002.]
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SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY

POLICIES
ARTICLE 1 ADMINISTRATION AND GOVERNANCE
PART 1.6 LEGISLATIVE ADVOCACY PROGRAMBNTFER-GOVERNMENTAL

REEFATIONS
SECTION 1.60 LEGISLATIVE ADVOCACY PROGRAM

PURPOSE: To establish a policy governing the procedures relating to advocating on-the
behalf of the San Diego County Regional Airport Authority (the “Authority”)
on federal, state and local legislative matters.

POLICY STATEMENT:

(1) Under the direction of the Autherity-Board_ of Directors (“Board™) of the Authority, the
Authority operates thic San Diego International Airport, plans for necessary improvements to the
regional air transportation system in San Diego County, and serves as the responsible agency for
airport land use planning within the County.

) It is important for the Authority to protect the airport and its planning functions by
promoting public policies that arc consistent with the Authority’s mandates and objectives.

(3) The Autherity-Board may direct staff to monitor and advocate on its behalf in support of
or opposition to existing or proposed legislative actions that are either beneficial or harmful to
the interests of the Authority.

(4) The Autherity-Board may direct staff to utilize advocates in Sacramento and Washington,
D.C. to assist the Authority te-in identifying legislative issues of interest, advocate in support of
or opposition to specific policy matters, and obtain grants and other funding from the state and
federal governments.

(5) It is vital that the Autherity-Board establish well-defined legislative policy goals and
positions in order for Authority staff and its legislative advocates to carry out the public policy
objectives of the Board. The following actions will be taken to ensure this occurs:

(a) The Autheriy-Board shall adopt a legislative agenda to include general legislative
guidelines and specific goals. Such an agenda will serve as the foundation of the
Authority’s legislative advocacy program.
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POLICY SECTION NO. 1.60

{b)-The Autherity-Board shall rece1ve a-from Authority staff. a legislative report on a

monthly basis. a

te)(b) The-AutherityBeard-iln directing Authority staff, the Board may take a position
on pending or proposed legislation that has been determined to have a potential
impact on the Authority’s operations and functions.

th(c) In cases where fast moving legislation requires immediate response prior to an
Autherity-Board meeting, Authority staff, in consultation with the Autherity-Board
Chairpersen, Vice Chairpersen, or Chair’spersen’s designee, witl-beis authorized to
advocate a position provided that staff has determined that such action is consistent
with the Board’s approved-general legislative agenda Such s%aﬁ—staif-mltlated
positions shall be brought to the Board
of the legislative report at the Board’s next regular meetmg

fey-Authority staff and the Authority’s legislative advocates shall follow the Board’s
approved legislative agenda and specific positions to guide any actions taken on
behalf of the Authority concerning legislative matters. These actions may include,
but are not limited to the following:

(1) tlransmitting written correspondence to federal, state. or local elected or
appointed officials thal communicati=ecs the Authority’s position on
legislation:-

23— \dvocating the Authority’s policy positions before governmental
{#5(i1) bodies and other decision-making bodies; and-

G(iii) = Veeting with federal, state, or local elected officials or their staff
to discuss (i Authority « positions and concerns.

[Amended by Resolution No. 2007-0011 dated February 1, 2007]
[Adopted by Resolution No. 03-072R dated November 10, 2003.]
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SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY

POLICIES
ARTICLE 3 - PERSONNEL
PART 3.0 -  PERSONNEL AND EMPLOYMENT MATTERS
SECTION 3.01 - HUMAN RESOURCES SYSTEM TO GOVERN PERSONNEL AND
EMPLOYMENT MATTERS

PURPOSE: To establish a policy outlining the human resources system for the San Diego
County Regional Airport Authority (the-“Authority’’) governing personnel and
employment matters for all ofﬁcers and employees appointed by the Authority’s

' }.President/Chief Executive Officer

(“Presndent:’CEO”).

POLICY STATEMENT:
The following provisions shall conform with all applicable federal and state laws:

(1) To ensure that the Authority shall have the ability to carry out its mission and operations
to provide continuing public services, the Awtheritys-President/CEO shall retain the sole and
exclusive right, responsibility and authority to manage the Authority’s functions and services and
the work force performing these services including, but not limited to, the following rights:

(a) To determine: the standards and levels of services to be rendered; operations to be
performed; ut1l1zat1on of technology, equ1pment and facilities; location, means and method of
operatlons 1| :

bethe-Bemd—trehedisepuron 112, but not limited to, the nght to contract
or subcontraot any wmk services or operat1ons of any department consistent with law;

(b) To direct and manage the employees of the Authority’s departments; to determine
the appropriate number, qualifications.«#¢ job classifications and descriptions, organizational
structure and levels of personnel required; to determine the size and composition of all
departments and to establish work schedules and assignments;

(c) To establish performance standards for employees and to require compliance
therewith;

(d) To take whatever actions may be necessary to carry out the mission and
operations of the Authority and its departments in situations of disaster or emergency; and

(e) To implement policies, codes, standards and precedures-guidelines consistent
with applicable law.
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(2)  To foster an employment environment based on performance excellence and high
achievement, where all employees in positions that meet standards for exemption from the
provisions of the federal Fair Labor Standards Act, as determined by the Authority, shall be “At
Will” employees and shall hold their positions at the pleasure of the Executive
DireetorPresident/CEO. In addition, aAll other positions shatbmay alse be “At Will” employees
and constitute the Authority’s non-exempt/hourly elassified-service-and employees in such
positions shall be appointed, promoted, disciplined, demoted and dlSHllSSGd in accordance with
Lﬁtdb]hhed Hae pollCles, standards and preeedures-guidelines. established-f as

3) To promote and encourage diversity in its employment practices;

4) To promote a positive labor relations environment, policies and guidelines procedures
established to carry out the purposes of this policy shall not infringe upon any rights or benefits
that members of employee organizations may enjoy pursuant to the terms and conditions of any
applicable memorandum of agreement/understanding— negotiated by the Authority or existing
classified service subject to the provisions of this policy and applicable federal and state laws;
and

(5) To establish the Authority’s salary and benefit plans for officers and employees which
shall be subject to budgetary approval by the Board. The ExeecutiveBirectorPresident/CEO is
responsible for administering salaries and benefits for individual officers and employees
appointed by the Exeeutive Director-President/CEQ.

(6) The Board authorizes the Exeeutive BireetorPresident/CEQO to: establish personnel
policies, standards and guidelines precedures governing all personnel and employment matters
subject to the provisions set forth above; and administer such personnel policies and guidelines

pfﬁtttl-&i-bb and Board—approved salary and beneﬁt pIans—aﬂé—Seme—pefseﬂﬁel—aﬁd—empleymeﬂ{

[Adopted by Resolution No. 2002-02 dated September 20, 2002.]
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SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY

POLICIES
ARTICLE 3 - PERSONNEL
PART 3.0 - PERSONNEL AND EMPLOYMENT MATTERS
SECTION 3.02 - EMPLOYER-EMPLOYEE RELATIONS POLICY

PURPOSE: To establish ahis policy is-intended-to strengthen any existing or future merit and
other methods of administering employer-employee relations through the
establishment of uniform and orderly methods of communication among the San
Diego County Regional Airport Authority (hereafter“Authority”), its employees
and employee organizations.

POLICY STATEMENT:

This policy provides procedures for the orderly administration of employer-employee relations
between the Authority and its employee organizations, including procedures for meeting and
conferring in good faith with Exclusively Recognized Employee Organizations (as defined
below) regarding matters that directly affect the wages, hours and other terms and conditions of
employment of employees in Appropriate Units (as defined below) and that are not preempted by
federal or state law.

This policy implements Chapter 10, Division 4, Title 1 of the Government Code of the State of
California (Sections 3500, et seq.) captioned “Local Public Employee Organizations.” However,
nothing contained herein shall be deemed to supersede the provisions of state law, Authority
ordinances, Policies, Codes and rules which establish and regulate any merit and/or other system,
or which provide for other methods of administering employer-employee relations. Moreover,
nothing contained herein shall be construed to restrict any legal or inherent exclusive Authority
rights with respect to matters of general legislative or managerial Policy, which include, among
others, the Authority’s exclusive right to: determine the mission of its constituent departments,
commissions and boards; set standards of service; determine the procedures and standards of
selection for employment; direct its employees; take disciplinary action in accordance with
federal and state law and applicable Authority rules and regulations; relieve its employees from
duty because of lack of work or for other lawful reasons; determine the content of job
classifications; subcontract and/or transfer work out of the unit; maintain the efficiency of
governmental operations; determine the methods, means and personnel by which government
operations are to be conducted; take all necessary actions to carry out its mission in emergencies;
and exercise complete control and discretion over its organization and the technology of
performing its work. The rights set forth herein shall not abrogate or in any way supersede the
duty to meet and confer as established by California Government Code section 3500, et seq.
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(1) Definitions.
As used in this Policy, the following terms shall have the meanings indicated:

(a) “Appropriate Unit” means a unit of employee classes or positions, established
pursuant to Section 2.

(b) “Authority” means the San Diego County Regional Airport Authority, and, where
appropriate herein, refers to the Authority Board acting as such or any duly authorized Authority
representative as herein defined.

(c) “Confidential Employee” means an employee who, in the course of his or her
duties, has access to confidential information relating to the Authority’s administration of
employer-employee relations.

(d) “Consult/Consultation” means to communicate orally or in writing with all
affected employee organizations, whether exclusively recognized or not, for the purpose of
presenting and obtaining views or advising of proposed actions in an effort to reach a consensus;
and, as distinguished from meeting and conferring in good faith regarding matters within the
required scope of such meet and confer process as established by statutory and decisional law,
does not involve an exchange of proposals and counterproposals with an Exclusively Recognized
Employee Organization in an endeavor to reach agreement in the form of a Memorandum of
Understanding, nor is it subject to Section 4.

(e) “Day” means calendar day unless expressly stated otherwise.

® “Employee Relations Officer” means the Exeeutive Director/President-and-Chief
Exeeubive-OffieerPresident/CEO or his/her duly authorized representative.

(g) “Exclusively Recognized Employee Organization” means an employee
organization that has been formally acknowledged by the Authority as the sole employee
organization representing the employees in an Appropriate Unit pursuant to Section 2, having the
exclusive right to meet and confer in good faith concerning statutorily required subjects
pertaining to unit employees, and thereby assuming the corresponding obligation of fairly
representing such employees.

(h) “Impasse” means that the representatives of the Authority and an Exclusively
Recognized Employee Organization have reached a point in their meeting and conferring in good
faith where their differences on matters to be included in a Memorandum of
Agreement/Uaderstanding, and concerning which they are required to meet and confer, remain so
substantial and prolonged that further meeting and conferring would be futile.

(1) “Management Employee” means an employee having responsibility for
formulating, administering or managing the implementation of Authority policies and programs.

G) “Proof of Employee Support” means (1) an authorization card recently signed
and personally dated by an employee, or (2) a verified authorization petition or petitions recently
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signed and personally dated by an employee, or (3) employee dues deduction authorization, using
the payroll register for the period immediately prior to the date a petition is filed hereunder,
except that dues deduction authorizations for more than one employee organization for the
account of any one employee shall not be considered as Proof of Employee Support for any
employee organization. If an authorization petition is submitted, the petition shall clearly
indicate that employees desire to be represented by the employee organization for purposes of
meeting and conferring on wages, hours and other terms and conditions of employment. The
only authorization which shall be considered as Proof of Employee Support hereunder shall be
the authorization last signed by an employee. The words “recently signed” shall mean within
ninety (90) days prior to the filing of a petition.

(k) “Supervisory Employee” means any employee having authority, in the interest of
the Authority, to hire, transfer, suspend, lay off, recall, promote, discharge, assign, reward, or
discipline other employees, or responsibly to direct them, or to adjust their grievances, or
effectively to recommend such action if, in connection with the foregoing, the exercise of such
authority is not of a merely routine or clerical nature, but requires the use of independent and
discretionary judgment.

2) Representation Proceedings.

(a) Filing of Recognition Petition by Employee Organization.

An employee organization which seeks to be formally acknowledged as an Exclusively
Recognized Employee Organization representing the employees in an Appropriate Unit shall file
a petition (“Recognition Petition”) with the Employee Relations Officer containing the
following information and documentation:

(1) Name and address of the employee organization.
(i))  Names and titles of its officers.

(iii)  Names of employee organization representatives who are authorized to
speak on behalf of the organization.

(iv) A statement that the employee organization has, as one of its primary
purposes, the responsibility of representing employees in their employment relations with the
Authority.

(v) A statement whether the employee organization is a chapter of, or
affiliated directly or indirectly in any manner, with a local, regional, state, national or
international organization, and, if so, the name and address of each such other organization.

(vi)  Certified copies of the employee organization’s constitution and bylaws.

(vil) A designation of those persons, not exceeding two in number, and their
addresses, to whom notice sent by regular United States mail will be deemed sufficient notice on
the employee organization for any purpose.
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(viii) A statement that the employee organization has no restriction on
membership based on race, color, religion, creed, sex, national origin, age, sexual orientation,
mental or physical disability or medical condition.

(ix)  The job classifications or position titles of employees in the unit claimed
to be appropriate and the approximate number of employees therein.

(x) A statement that the employee organization has in its possession Proof of
Employee Support as herein defined to establish that a minimum of thirty percent (30%) of the
employees in the unit claimed to be appropriate have designated the employee organization to
represent them in their employment relations with the Authority. Such written proof shall be
submitted for confirmation to the Employee Relations Officer or to a mutually agreed upon
disinterested third party.

If the Proof of Employee Support shows that a majority of the employees in the
Appropriate Unit have designated the petitioning employee organization to represent them, and if
no other employee organization filed a challenging petition, the petitioning employee
organization and the Employee Relations Officer shall request the California State Mediation and
Conciliation Service, or another agreed upon neutral third party, to review the count, form,
accuracy and propriety of the Proof of Employee Support. If the neutral third party makes an
affirmative determination, the Employee Relations Officer shall formally acknowledge the
petitioning employee organization as the Exclusive Recognized Employee Organization for the
designated unit. '

(xi) A request that the Employee Relations Officer formally acknowledge the
petitioner as the Exclusively Recognized Employee Organization representing the employees in
the unit claimed to be appropriate for the purpose of meeting and conferring in good faith.

The Recognition Petition, including the Proof of Employee Support and all
accompanying documentation, shall be declared to be true, correct and complete, under penalty
of perjury, by the duly authorized officer(s) of the employee organization executing it.

(b) Authority Response to Recognition Petition.

Upon receipt of the Recognition Petition, the Employee Relations Officer shall determine
whether:

(1) There has been compliance with the requirements of the Recognition
Petition, and

(i)  The proposed representation unit is an Appropriate Unit in accordance
with Section 2(1).

If an affirmative determination is made by the Employee Relations Officer on the
foregoing two matters, he/she shall so inform the petitioning employee organization within
fifteen (15) working days, shall give written notice of such request for recognition to the
employees in the unit and shall take no action on said request for thirty (30) days thereafter. If
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either of the foregoing matters are not affirmatively determined, the Employee Relations Officer
shall notify within fifteen (15) working days and offer to Consult within ten (10) working days
with, such petitioning employee organization and, if such determination thereafter remains
unchanged, shall inform that organization of the reasons therefore in writing. The petitioning
employee organization may appeal such determination in accordance with Section 2(1).

(©) Open Period for Filing Challenging Petition

Within thirty (30) days of the date written notice was given to affected employees that a
valid recognition petition for an Appropriate Unit has been filed, any other employee
organization may file a competing request to be formally acknowledged as the Exclusively
Recognized Employee Organization of the employees in the same or in an overlapping unit (one
which corresponds with respect to some, but not all the classifications or positions set forth in the
recognition petition being challenged), by filing a petition evidencing Proof of Employee Support
in the unit claimed to be appropriate of at least thirty (30) percent and otherwise in the same form
and manner as set forth in Section 2(a). If such challenging petition seeks establishment of an
overlapping unit, the Employee Relations Officer shall call for a hearing on such overlapping
petitions for the purpose of ascertaining the more Appropriate Unit, at which time the petitioning
employee organizations shall be heard. Thereafter, the Employee Relations Officer shall
determine the Appropriate Unit or Units in accordance with the standards in Section 2(f). The
petitioning employee organizations shall have fifteen (15) days from the date notice of such unit
determination is communicated to them by the Employee Relations Officer to amend their
petitions to conform to such determination or to appeal such determination pursuant to Section

2(i).

(d) Election Procedure.

The Employee Relations Officer shall arrange for a secret ballot election to be conducted
by a party agreed to by the Employee Relations Officer and the concerned employee
organization(s), in accordance with such party’s rules and procedures subject to the provisions of
this Policy. All employee organizations who have duly submitted petitions which have been
determined to be in conformance with this Section 2 shall be included on the ballot. The ballot
shall also reserve to employees the choice of representing themselves individually in their
employment relations with the Authority. Employees entitled to vote in such election shall be
those persons employed in regular permanent positions within the designated Appropriate Unit
who were employed during the pay period immediately prior to the date which ended at least
fifteen (15) days before the date the election commences, including those who did not work
during such period because of illness, vacation or other authorized leaves of absence, and who
are employed by the Authority in the same unit on the date of the election. An employee
organization shall be formally acknowledged as the Exclusively Recognized Employee
Organization for the designated Appropriate Unit following an election or run off election if it
received a numerical majority of all valid votes cast in the election. In an election involving
three or more choices, where none of the choices receives a majority of the valid votes cast, a run
off election shall be conducted between the two choices receiving the largest number of valid
votes cast; the rules governing an initial election are applicable to a run off election.
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There shall be no more than one valid election under this Policy pursuant to any petition in a 12-
month period affecting the same unit.

In the event that the parties are unable to agree on a third party to conduct an election, the
election shall be conducted by the California State Mediation and Conciliation Service.

Costs of conducting elections shall be borne in equal shares by the Authority and by each
employee organization appearing on the ballot.

(e) Procedure for Decertification of Exclusively Recognized Employee Organization.

A decertification petition (“Decertification Petition”) alleging that the incumbent
Exclusively Recognized Employee Organization no longer represents a majority of the
employees in an established Appropriate Unit may be filed with the Employee Relations Officer
at any time following the first full year of recognition, provided however, that if a Memorandum
of Understanding is in effect for less than a three-year period of time, then a decertification
petition may only be filed during the thirty (30) day period commencing one hundred twenty
(120) days prior to the termination date of the Memorandum of Understanding then having been
in effect less than three (3) years. (If the Memorandum of Understanding is in effect for a time
period greater than three (3) years, then the Decertification Petition may also be filed at any time
following the expiration of the three-year period.) A Decertification Petition may be filed by two
or more employees or their representative, or an employee organization, and shall contain the
following information and documentation declared by the duly authorized signatory under
penalty of perjury to be true, correct and complete:

(1) The name, address and telephone number of the petitioner and a
designated representative authorized to receive notices or requests for further information.

(i)  The name of the established Appropriate Unit and of the incumbent
Exclusively Recognized Employee Organization sought to be decertified as a representative of
that unit.

(iii)  An allegation that the incumbent Exclusively Recognized Employee
Organization no longer represents a majority of the employees in the Appropriate Unit, and any
other relevant and material facts relating thereto.

(iv)  Proof of Employee Support that at least thirty (30) percent of the
employees in the established Appropriate Unit no longer desire to be represented by the
incumbent Exclusively Recognized Employee Organization. Such proof shall be submitted for
confirmation to the Employee Relations Officer or to a mutually agreed upon disinterested third
party within the time limits specified in the first paragraph of this Section.

) An employee organization may, in satisfaction of the Decertification
Petition requirements hereunder, file a Petition under this Section in the form of a Recognition
Petition that evidences Proof of Employee Support of at least thirty (30) percent, that includes the
allegation and information required under Section 2(e), and otherwise conforms to the
requirements of Section 2(a).
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The Employee Relations Officer shall initially determine whether the Recognition Petition has
been filed in compliance with the applicable provisions of this Section 2. If his/her
determination is in the negative, he/she shall offer to Consult thereon with the representative(s)
of such Petitioning employees or employee organization and, if such determination thereafter
remains unchanged, shall return such Petition to the employees or employee organization with a
statement of the reasons therefore in writing. The petitioning employees or employee
organization may appeal such determination in accordance with Section 2(i). If the
determination of the Employee Relations Officer is in the affirmative, or if his negative
determination is reversed on appeal, he/she shall give written notice of such Decertification or
Recognition Petition to the incumbent Exclusively Recognized Employee Organization and to
unit employees.

The Employee Relations Officer shall thereupon arrange for a secret ballot election to be held on
or about fifteen (15) days after such notice to determine the wishes of unit employees as to the
question of decertification and, if a Recognition Petition was duly filed hereunder, the question
of representation. Such election shall be conducted in conformance with Section 2(d).

If, pursuant to Section 2(e), a different employee organization is formally acknowledged as the
Exclusively Recognized Employee Organization, such organization shall be bound by all the
terms and conditions of any Memorandum of Understanding then in effect for its remaining term.

69} Policy and Standards for Determination of Appropriate Units.

The Policy objectives in determining the appropriateness of units shall be the effect of a
proposed unit on (1) the efficient operations of the Authority and its compatibility with the
primary responsibility of the Authority and its employees to effectively and economically serve
the public, and (2) providing employees with effective representation based on recognized
community of interest considerations. These Policy objectives require that the Appropriate Unit
shall be the broadest feasible grouping of positions that share an identifiable community of
interest. Factors to be considered shall be:

(1) Similarity of the general kinds of work performed, types of qualifications
required, and the general working conditions,

(ii) History of representation in the Authority and similar employment; except
however, that no unit shall be deemed to be an Appropriate Unit solely on the basis of the extent
to which employees in the proposed unit have organized.

(iit)  Consistency with the organizational patterns of the Authority.

(iv) Number of employees and classifications, and the effect on the
administration of employer-employee relations created by the fragmentation of classifications
and proliferation of units.

(V) Effect on the classification structure and impact on the stability of the
employer-employee relationship of dividing a single or related classifications among two or more
units.

Page 7 of 13



POLICY SECTION No. 3.02

(vi)  Effect of differing legally mandated impasse Policy procedures.

Notwithstanding the foregoing provisions of this Section, managerial, supervisory and
confidential responsibilities, as defined in Section 1, are determining factors in establishing
Appropriate Units hereunder, and therefore Management, Supervisory and Confidential
Employees may only be included in a unit consisting solely of Management, Supervisory or
Confidential Employees, respectively. Management, Supervisory and Confidential Employees
may not represent any employee organization which represents other employees.

The Employee Relations Officer shall, after notice and Consultation with affected employee
organizations, allocate new classifications or positions, delete eliminated classifications or
positions, and retain, reallocate or delete modified classifications or positions from units in
accordance with the provisions of this Section. The decision of the Employee Relations Officer
shall be final to the extent the decision withstands any appeals pursuant to (Section 2(1)) herein.

(g) Procedure for Modification of Established Appropriate Units.

Requests by employee organizations for modifications of established Appropriate Units
may be considered by the Employee Relations Officer where appropriate. Such requests shall be
submitted in the form of a Unit Modification Petition that shall meet the requirements set forth in
Section 2(a), and shall also contain a complete statement of all relevant facts and citations in
support of the proposed modified unit in terms of the policies and standards set forth in Section
2(f). The Employee Relations Officer shall process and determine the Unit Modification Petition
in accordance with Section 2(b). The Employee Relations Officer’s determination may be
appealed as provided in Section 2(i).

The Employee Relations Officer may propose that an established unit be modified. The
Employee Relations Officer shall give written notice of the proposed modification(s) to any
affected employee organization and shall hold a meeting concerning the proposed
modification(s), at which time all affected employee organizations shall be heard. Thereafter, the
Employee Relations Officer shall determine the composition of the Appropriate Unit or Units in
accordance with Section 2(f), and shall give written notice of such determination to the affected
employee organizations. The Employee Relations Officer’s determination may be appealed as
provided in Section (2)(i). If a unit is modified pursuant to the motion of the Employee Relations
Officer hereunder, employee organizations may thereafter file Recognition Petitions seeking to
become the Exclusively Recognized Employee Organization for any new classification(s)
pursuant to Section 2(a).

(h) Procedure for Processing Severance Requests.

An employee organization may file a request to become the recognized employee
organization of a unit alleged to be appropriate that consists of a group of employees who are
already a part of a larger established unit represented by another recognized employee
organization. The timing, form and processing of such request shall be as specified in Section
2(g) for modification requests.
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(1) Appeals.

An employee organization aggrieved by a determination of the Employee Relations
Officer regarding a Recognition Petition (Section 2(a)), Challenging Petition (Section 2(c)),
Procedure for Decertification (Section 2(e)), Policy and Standards for Determination of
Appropriate Units (Section 2(f)), Procedure for Modification (Section 2(g)), or Procedure for
Processing Severance (Section 2(h)) may, within ten (10) days of notice thereof, submit the
matter to mediation by requesting the intervention of the California State Mediation and
Conciliation Service or may, in lieu thereof or thereafter, appeal such determination to the
Authority Board for final decision within fifteen (15) days of notice of the Employee Relations
Officer’s determination or the termination of mediation, whichever is later.

If a group of employees has filed a Decertification Petition and they are aggrieved by a
determination of the Employee Relations Officer regarding the processing of such petition, the
employees may use the appeal process outlined above.

Appeals to the Authority Board shall be filed in writing with the £3 oD
and-Chief-Exeeutive-OffieerPresident/CEQ, and a copy thereof served on the Employee
Relations Officer. The Authority Board shall commence to consider the matter within thirty (30)
days of the filing of the appeal or such later time as is practicable. The Authority Board may, in
its discretion, refer the dispute to a third-party hearing process. Any decision of the Authority
Board on the use of such procedure, and/or any decision of the Authority Board determining the
substance of the dispute shall be final and binding.

(3) Administration.

(a) Submission of Current Information by Recognized Employee Organizations.

All changes in the information filed with the Authority by an Exclusively Recognized
Employee Organization under items (i) through (viii) of its Recognition Petition under Section
2(a) shall be submitted in writing to the Employee Relations Officer within fourteen (14) days of
such change.

(b)  Employee Organization Activities — Use of Authority Resources.

Access to Authority work locations and the use of Authority paid time, facilities,
equipment and other resources by employee organizations and those representing them shall be
authorized only to the extent provided for in Memoranda of Agreement/Understanding and/or
administrative procedures, shall be limited to lawful activities consistent with the provisions of
this Policy that pertain directly to the employer-employee relationship and not such internal
employee organization business as soliciting membership, campaigning for office, and
organization meetings and elections, and shall not interfere with the efficiency, safety and
security of Authority operations.
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(c) Administrative Rules and Procedures.

The erPresident/CEO is hereby
authorized to establish such rules and procedures as appropriate to implement and administer the
provisions of this Policy after Consultation with affected employee organizations.

(4) Impasse Procedures.

(a) Initiation of Impasse Procedures.

If the meet and confer process has reached Impasse as defined in Section 2 of this Policy,
either party may initiate the impasse procedures by filing with the other party a written request
for an impasse meeting, together with a statement of its position on all issues. An impasse
meeting shall then be scheduled promptly by the Employee Relations Officer. The purpose of
such meeting shall be:

(1) To review the position of the parties in a final effort to reach agreement on
a memorandum of understanding; and

(1)  If the Impasse is not resolved, to discuss arrangements for the utilization of
the impasse procedures provided herein.

(b) Specific Impasse Procedures.

Impasse procedures are as follows:

(i) If the parties agree to submit the dispute to mediation, and agree on the
selection of a mediator, the dispute shall be submitted to mediation. All mediation proceedings
shall be private. The mediator shall make no public recommendation, nor take any public
position at any time concerning the issues.

(i)  Ifthe parties fail to agree to submit the dispute to mediation or fail to agree
on the selection of a mediator, or fail to resolve the dispute through mediation within fifteen (15)
days after the mediator commenced meeting with the parties, the parties may agree to submit the
Impasse to fact-finding.

If the parties agree on fact-finding, they may agree on the appointment of one or more fact-
finders. If they fail to so agree on one or more fact-finders, a fact-finding panel of three (3) shall
be appointed in the following manner: One member of the panel shall be appointed by the
Employee Relations Officer, one member shall be appointed by the Exclusively Recognized
Employee Organization, and those two shall name a third, who shall be the chairperson. If they
are unable to agree upon a third, they shall select by agreement the third member from one or
more lists of seven (7) names of individuals having fact-finding experience in the municipal
sector to be provided by the California State Mediation and Conciliation Service.
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The following constitute the jurisdictional and procedural requirements for fact-finding:

(1) The fact-finders shall consider and be guided by applicable federal and
state laws (and Charter provisions).

(i)  Subject to the stipulations of the parties, the fact-finders shall determine
and apply the following measures and criteria in arriving at their findings and recommendations:

(A)  First, as relevant to the issues in dispute, the fact-finders shall
compare the total compensation, hours and conditions of employment of the employees involved
in the fact-finding proceeding with the total compensation, hours and conditions of employment
of other employees performing similar services in public and private employment in the same
and comparable communities. “Total compensation” shall mean all wage compensation,
including but not limited to premium, incentive, minimum, standby, out-of-class and deferred
pay; all paid leave time; all allowances, including but not limited to educational and uniform
benefits; and employer payments for all health, welfare and pension benefits.

(B)  The fact-finders shall then adjust the results of the above
comparisons based on the following factors:

(I)  The compensation necessary to recruit and retain qualified
personnel.

(2)  Maintaining compensation relationships between job
classifications and positions within the Authority.

(3) The pattern of change that has occurred in the total
compensation of the employees in the unit at Impasse as compared to the pattern of change in the
average “consumer price index” for goods and services, and the pattern of change in wages and
compensation of other wage earners.

e The fact-finder(s) shall then determine preliminary recommendations based on the
comparisons as adjusted above which, however, shall be reduced as appropriate based
on the financial resources of the Authority to implement them. In assessing the
Authority’s financial resources, the fact-finder(s) shall be bound by the following:

(1) Other legislatively determined and projected demands on agency
resources, i.€., budgetary priorities as established by the governing body;
and

(i)  Allowance for equitable compensation increases for other employees and
employee groups for the corresponding fiscal period(s); and

(iii)  Revenue projections not to exceed currently authorized tax and fee rates
for the relevant fiscal year(s); and

(iv)  Assurance of sufficient and sound budgetary reserves; and
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POLICY SECTION NO. 3.02

(v) Constitutional, statutory (and charter) limitations on the level and use of
revenues and expenditures.

e The fact-finders shall make written findings of fact, and advisory recommendations
for the Policy of the issues in dispute, which shall be presented in terms of the criteria,
adjustments, and limitations specified above. Any member of a fact-finding panel
shall be accorded the right to file dissenting written findings of fact and
recommendations. The fact-finder or chairperson of the fact-finding panel shall serve
such findings and recommendations on the Employee Relations Officer and the
designated representative of the Exclusively Recognized Employee Organization. If
these parties have not resolved the impasse within ten (10) days after service of the
findings and recommendations upon them, the fact-finder or the chairperson of the
fact-finding panel shall make them public by submitting them to the Exeeutive
Direetor-President/CEO for consideration by the Authority Board in connection with
the Board’s legislative consideration of the Impasse.

If the parties did not agree on mediation or the selection of a mediator and did not agree on fact-
finding, or having so agreed, the Impasse has not been resolved, then the Authority Board may
take such action regarding the Impasse as it in its discretion deems appropriate as in the public
interest. Any legislative action by the Authority Board on the Impasse shall be final and binding.

(c) Costs of Impasse Procedures.

The cost for the services of a mediator and fact-finder or chairperson of a fact-finding
panel utilized by the parties, and other mutually incurred costs of mediation and fact-finding,
shall be borne equally by the Authority and Exclusively Recognized Employee Organization.
The cost for a fact-finding panel member selected by each party, and other separately incurred
costs, shall be borne by such party.

(5) Miscellaneous Provisions.

(a) Construction.
This Policy shall be administered and construed as follows:

(1) Nothing in this Policy shall be construed to deny to any person, employee,
organization, the Authority, or any authorized officer, body or other representative of the
Authority, the rights, powers and authority granted by federal or state law.

(1)  This Policy shall be interpreted so as to carry out its purpose as set forth
herein.

(i)  This Policy shall be construed in a manner consistent with any and all
existing federal or state laws relating to employee-employer relations.
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(b) Severability.

If any provision of this Policy, or the application of such provision to any persons or
circumstances, shall be held invalid, the remainder of this Policy, or the application of such
provision to persons or circumstances other than those as to which it is held invalid, shall not be
affected thereby.

[Adopted by Resolution No. 03-018 dated April 3, 2003.]
Superceded-by-ReselutionNe- dated

|
—
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SAN DIEGO COUNTY REGIONAL ATRPORT AUTHORITY

POLICIES
ARTICLE 3 - PERSONNEL
PART 3.0 - PERSONNEL AND EMPLOYMENT MATTERS
SECTION 3.03 - SPECIAL MILITARY LEAVE POLICY

PURPOSE: Provide supplemental compensation and benefits Fe-establish-a-poliey
through-whichto eligible classified service and at-will employees of the
San Diego County Reglonal Alrport Authorlty (hereatier “Authority”) in
the military reserve ree %ﬁ&e&aﬂd—beﬁeﬁﬁ%em
the-Autherity-for a limited perlod when serving on active military duty.

POLICY STATEMENT:

| To assist eligible Authority employees serving in the military reserve. -whe-when serving
on active military duty, the Authority will supplement the compensation and/or benefits
provided by applicable federal and/or state law as follows:

(1) Eligibility.

To be eligible to receive the supplemental compensation and benefits set forth in
Section 2, Authority employees must meet all of the following criteria:

(a) 7 mployed by the Authonty Hg-service-with-the-San-Diese
PSR Dy -as a etassHhed sepvee-oratwil- Tull-time employee
w1th--0ut a break in service for at Ieast twelve ( 12) months prior to the
military leave;

(b) ¢ o member of the Military Reserve of the Armed Forces of the United
States, the National Guard or the Naval Militia; and

(c) ecalled to and begin serving in active military duty as a result of
deployment pursuant to Presidential order (“Active Duty”)
(6)
(“Eligibility Window”).[rsp1)[A2]

Employees meeting these criteria are hereafter referred to as “Eligible
Employees.”

The Authority Board delegates to the pee-Commttee Authority
_ or his or herits designee the authority to modify, reinstate and/or extend
the El1g1b111ty Window at his or herits discretion.
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PoLICY SECTION NoO. 3.03

(2) Supplemental Compensation and Benefits.

Eligible Employees are entitled to receive the supplemental compensation and
benefits set forth below for a maximum of one hundred eighty (180) days beginning on
the first day of Active Duty (“Eligible Period”). The Eligible Period shall include any
period during which an Eligible Employee receives compensation pursuant to Section
395.02 of the Military & Veterans Code, any Memorandum of Understanding between
the Authority and its employees, or other applicable Authority policy.

An Eligible Employee is entitled to receive the following supplemental
compensation and benefits during the Eligible Period:

(a)

(b)

(c)

(d)

A sum equal to the Eligible Employee’s normal gross bi-weekly pay
(excluding any bonus or overtime compensation), less: (i) state, federal,
and employee authorized deductions; (ii) any compensation received by
the Eligible Employee from the military for Active Duty; and (iii) any
compensation received by the Eligible Employee pursuant to Section
395.02 of the Military & Veterans Code, any Memorandum of
Understanding between the Authority and its employees, or other
applicable Authority policy;

Continuation of the Eligible Employee’s health and welfare benefits,
subject to the terms and conditions of the applicable plan;

Continuation of any supplemental and/or voluntary benefit plans in which
the Eligible Employee participates through the Authority, subject to the
terms and conditions of the applicable plan; and

Continuation of accrual of annual paid leave.

Resolution No. 03-023 dated May 1, 2003.]
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POLICY SECTION NO. 3.31

SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY

POLICIES

ARTICLE 3 - PERSONNEL
PART 3.3 - EMPLOYEE REIMBURSEMENT
SEcTION 3.31 - EXECUTIVE LEVEL RELOCATION PROGRAM POLICY

PURPOSE: To provide [or establish-a poliey-forthe reimbursement of defined expenses
retated-incurred when a new teexecutive-level employee -relocates for the purpose
of full-time, exempt employment ionfor-new-seniorlevel employeesofwith the

San Dlego County Regmnal Alrport Authorlty (H%E—“Allthﬂl‘lty”)—%l-\.—h—dﬁ%h

POLICY STATEMENT:

1 O tlve r_]ll;}_-\ Authoeritvendesvore to-attrant hira and vatain tha haot aunilable talant 4
1€C CITOOOT Ty coaTa v Oro to ot oty oG T S oSSt avahdtr et e R te

{T'}-(‘ =t Llni—}er{—H—{—‘.—H— l:-(—\ f_(‘.i oFal \H"ﬂ"uc"-‘ tha b oty ofdvan $0 1aanlra o o e lasran’c

(I", —'TH"—H“‘HT SSe-eHorSneAtHnonty-strvestomakce - rew Crphoyee
trancitiontothe Althoritg o aegaet oot nm na vdartahlo ao maccilh]a Lar thnoa mowvr amanlasaa
TR T TO e 7 et o e y - oo Ot po 2 o i O -as -t OaorSa5 POSSIOe—r 0 1o neW-emproyees
h v ey ther oanoranhio laoatin | 1o 1 somnley mranac and tha menandiiene gnd
T CaT o O S 200 ghaptie1ocation FeToCatiO S CoOMmproT pProcessana e cotn o it
Limiate docomibad 19 4o +h A oyt o g ad sontrve laval ralannti s s liasy (DA
S e B ea oS+ 7y otrHoT Yy propostooaCCud v eV er Herocad o poreY-1—+podcy
rampracant tha moaeaaal umbursable exnens " | xazath o s Jaten ealanotin g fongas 00g o f the
Jp}_ub_t.xnuau o e H oS doe€2 ’\.n o O CCT e WS nua_;\_,u-\.uu:.__uu H—OoH T O1—iC

e n_vlu\-u: in mdu to maximize thon' perl'urm;mcw Lmd minimizé their inconvenience during
relocation and assumptions of new duties and responsibilities,

(2) |Deﬁniti0ns.hAGs]

(a) Executive Level — Full-time, exempt employees who hold the title of and

receive the benefits of a Director. or above. at the Authority.
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POLICY SECTION NO. 3.31

(b) Mevement-of Household Goods — The personal property of the emplovee and
Immediate Family. and specifically, that which can be legally transported in accordance with the
Department of Transportation regulations.

——————Immediate FFamily - Spouse, domestic partner (as that term is defined in
California Family Code section 297) and those persons currently residing in the employee’s
household, who are considered legal dependents of the employee. Eligible children include those
under the age of 19, or under the age of 24 who are full-time students.

faan Dy pec g st Xy
CHHOHFS e S

F%}l-ﬂ%‘ﬁrf—}eﬂ—dﬁb’r—t- he fkﬂﬁ%%mﬁk%x—ﬁ—wmawd%eﬂw%

(d) Spousal Assistance — Service(s) that may be offered by the Authority to
support a spouse or domestic partner in obtaining employment within the San Diego area.

(e) Temporary Housmg Fur mshed living accommodatlons %m%mekﬂ—%%

MAITIN LY PNl

folowine positions: ¢ S tef Auditor for the employee and
Immediate Family prior to moving into a pelmanent residence in the new location. Expenses
Hrbktﬁivwma%wuww- lus-otherreasonable-and necessarveosts—sueh-as-meals at the new loeation:
5 :

i clonn o 1o aall
1y i 1 I 1 =

fxr oy e
I

() Temporary Storage — The Authority-mav-pa
sStorage facilities and associated insurance costs for Household Gooc \w%%%waﬁel‘
goods are removed from the employee’s home, if required. ThiseAuthority may also include pay
ter-mMovement of Household Goods out of storage--additional-insurancecosts-while in-storace
and any special handling requirements to accommodate the storage and movement of Household
Geoods.

v 100 ooy
TOU 70 Tty

() 7 rave[ Authon:anon — AThe written approval for an emplovee -traveler to
relocatetoanevw—workloecat Lincur expenses in al j
l-lsin!lﬁuiac'm nt Policy. T_}m T:':;'.J Scphoarzaben-spe :“ g-th
estimated costfor the trip—The Travel Authorization must be completed by the new emplovyee
and approved by the hmng department’s Vice President: or Beard-inthe case-ofanew-emplovee
r-thetolewing positons=—President/CEQ or the Board in the case of a new emplo\/ee in the
followmg positions: Presudent/CEO General Counsel or Chief Auditor.—General Counselor

ifnts Tnadinsn 4o frarn o tod
T T OCTUT }lv T/ 1. Jll\'\il~_11.

with the ;lul]nm 's Travel

3 1y ;n] | 5L & TRLL afag ne Ao Y
Hoveaghafrerocatdohaatesandan

(h) Travel Claim — The Travel C
Authority of costs incurred while relocating.

r—the-employeetraveler’s statement to the
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POLICY SECTION NO. 3.31

(i) Travel Expenses - Travel and en -route living expenses incurred by the
employee and Immediate Ftheirfamily during the move to the new location.

(a) “This | utive Levi location Program Polic = xecut ave
erit ssistanee-Policy”) prov1des an outllne and explanatlon of the benefits and services
that may be ava1lab1e to famhtate relocation. The specific components of relocation offered to
each individual employee usl be negotiated on a case by case basis, as directed by the
respective Departmentivision head negotiated by the Director, HumanReseureesTalent, Culture
& Capability, and authorlzed by the Autherityv-President/CEO, or Board in the case of a new
employee in the following positions: President/CEO, General Counsel, or Chief Auditor.

(b) This Ppolicy is considered a part of the Authorityvaseney’s overall market
competitive compensation and benefit programs and is intended to enhance the Authority’s
ability to recruit and retain the talent needed to support its mMission, vVision, vValues, gGoals,
and 0Objectives.

te)(c) Reimbursement for any relocation expense that does not fall within this
Ppolicy shall require the Awthority President/CEQ’s approval. or -Board approval in the case of a
new employee in the following positions: President/CEQ. General Counsel or Chief Auditor.—in

xd) Final approval for any the-expense will reside with the Autherity
President/CEO, or designee, or Board in the case of a new employee in the following positions:
President/CEQ. General Counsel. or Chief Auditor. Consideration for each expense will be
based on the position being recruited for, the scope of expense(s) being requested, and reasonable
economic parameters.
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deye) In the event relocation assistance has been approved and authorized for
positions other than those reporting to the Board, the Board will be notified of the final cost to
the Authority of such relocation services.

4 This policy does not apply to new or relocating employees who live within =

T"’i—a—i*f'i'f'l‘."'-'F':'if:r'i 561 ! —pew-location dn [ I 20 LOul l|

(a) Relocation benefits are extended with the understanding that if the employee
voluntarily terminates employment or is terminated for cause within twelve (12)- months of the
effective date of hire, the Authority will require the 1nd1v1dua1 to repay a pro rated amount of the
expenses paid in connectlon with thetrhis or her relocation._An offer letter or the Vin

contract "\*\*:4‘""="=f::1=*’*"* et 1 BT "?"'<':'%*"rz":i*”Tr!’x.’t’f"j*—' 1 8y ”!4‘:'

OO IO OO ST o e T CTTToTd

Luu.lted by the new or 1elouatmg unployee

(b) Approved and authorized relocation benefits must be disbursed within one
(1) vear of the employee’s effective date of hire. This includes expenses for Immediate Family
who are not able to accompany the emplovyee in the initial relocation.

(c) The Authority may reimburse for actual relocation expenses that are not
directly billed to the Authority. Original receipts are required for reimbursement of all Travel

Expenses.

{H(5) Relocation Benefits Summary.

___Relocation Manager. As approved and authorized, a relocation manager can
be secured thr ough the Director, Talent, Culture & Capability, or the new employee may select
an ag{encv from a list of approved providers. The relocation manager can manage the Athosit

e writy's Policy services, assist the employee and Immediate Family, remain in contact
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throughout the move, and coordinate the efforts of the relocation team to ensure that the move
ooes smooth]v A relocation manager acts a resource for any information required with respect to
the P*i'?:i len dl10n

@)(b) Separate Travel for Immediate Family. The Authority may reimburse for

separate travel for Immediate Family to the new location in the following instances:Appreved

(1) Dependent-lmmediate Family travel is delayed for reasons such as
completion of school terms, sale of home, or spouse’s or domestic partner’s job.

(ii) Commercial transportation accommodations are required for a minor
dependent or a physical condition.

{#}———Home Finding Trips: The Authority may reimburse for two home finding
trips from the employee’s place of origin up to 5-days duration each, including round-trip airfare,
car rental, lodging, meals, and incidental expenses

(dy Temporary !i=eclocation housing: The Authority may reimburse for
Temporary Housing up to ninety (90L days with any extension being approved by the Director,
HumanReseureesTalent, Culture & CapabilityTalent Culture and Cap - and authorized by

the President/CEQ: or Board in the case of a new emplovee in the followmg nosmons
President/CEQ, General Counsel or Chlef Auditor.

Procidant/( ‘L) (zonmaral =3 M 1 WiTa EEvatil)

T A AT e T e ) Py ]

@H(e) En Route Travel Expenses: The Authority may reimburse for travel, meals
and lodging expenses for final en route travel to the new location.

- Movement of Household (coods-: The Authority may reimburse for
movement of Household Goodsmeverment (1nclud1ng up to two (2) automobiles) and Temporary
Sstorage for up to ninety (90) days—Foe . =
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(1) When approved and authorized, a relocation manager may
initiate services for an employee’s movement of Household Goods directly, selecting from an
approved carrier list. The guidelines are as follows:

1. Household Goods may be moved directly from the employee’s former
residence to their new residence, with one pickup and one deliver per
transferee;

2. The relocation manager and the moving company may coordinate
packing, loading and delivery dates;

3. Claims for damage, if applicable, will be expedited through the
relocation manger;

- 4. Valuables such as deeds, coin and stamp collections, jewelry and
precious stones should not be transported via Household Goods
carrier. The employee should make provisions for safe transport, since
these items may not be insured through the carrier’s insurance policy:

5. The Authority is not liable for loss or damage to Household Goods or
personal effects while in transit. Claims of damage or loss must be
settled between the employee and the Household Goods carrier. The
relocation manager may assist in this process. The Authority may
reimburse for the cost of full-value replacement insurance procured
from the moving company, based on a maximum valuation of $5.00
per pound. Additional insurance coverage may be obtained from the
carrier at the employee’s expense;

0. The employee should require specific itemization on the mover’s
inventory if you choose to have the moving company transport any
antiques, fine art and unique items. An appraisal should be obtained,
at the employee’s expense, before the move to determine whether or
not the goods are insurable:

(ii) Should the employee make a trip back to their place of origin to
return with Immediate Fassilv—oel amily or to complete Household Goods shipping, they will
not be reimbursed for Travel Expenses for the second trip.

H_

1.e1ﬂa E;H]:SEQ f‘e r 7{'-]:8”% I Ee;;iﬂ eRses fe]: t he SE c aHd:Eﬁ']B

(2) Temporary Storage: The Authority may pay 100% of the cost of Temporary

Storage up to ninety (90) days after goods are removed from the employee’s home, if required.
The Authority may also pay for the movement of Household Goods out of storage, additional
insurance costs while in storage and any special handling requirements to accommodate the
storage of Household Goods.
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(h) Home Sale or Lease Expense: When approved and authorized, an employee
who owns and occupies a home may be provided with two options in selling it:

(i) Option 1 — The employee may request the services of a relocation
service to assist in relocation and home sale.

(i1) Option 2 - The employee may decide not to use such a service, but
assume full responsibility for the selling transaction.

(1ii) To ensure that an employee can sell the residence at a current fair
market price, two independent appraisals may be obtained (three, if one differs by more than 5%
from the other). The two appraisals will be averaged to determine the fair market value. If the
employee must sell the house for less than the determined fair market value, the Authority may
pay the employee the reasonable difference between the fair market value and the selling price.
subject to the approval of the President/CEQ or the Board in the case of a new emplovyee in the
following positions: President/CEQ, General Counsel or Chief Auditor.

(iv) In the event the emplovyee cannot dispose of the house at the current
fair market value, the Authority reserves the right to utilize the services of a home
purchasing/relocation service to assist in home sale.

(v) The Authority may pay certain actual closing and selling costs upon
presentation of a closing statement. These include real estate commissions, attorneys’ fees, title
fees, escrow fees, points or loan placement charges the employee is required to pay. State
transfer taxes, and similar expenses connected with the sale or exchange of employee’s former
home.

(vi) When an employee ends an unexpired lease on the former home, the
employee may be may be reimbursed by the Authority for payments to the lessor for terminating
the lease, attorneys’ fees, real estate commissions and expenses, such as the difference between
the rent paid and the rent received from an assignee or sub-lessee.

fe(i) Home Purchase Expense: When approved and authorized, the employee
may be reimbursed for customary settlement charges in the purchase of a house. These charges
include, as required, attorneys’ fees. escrow fees. appraisal fees, title costs, points or loan
placement charges not representing the payment or prepayment of interest, and sundry expenses
connected with the purchase of your a new home. If an employee receives assistance with the
sale of his or her existing home, they he or she is ineligible for assistance with the purchase of
his or her new home.

(83(6) Initiating Relocation Services.

(a) To initiate the relocation services, when approved and authorized, the
rector, HoCHuman-ResoureesTalent, Culture & Capability -Department-will notify the
approved relocatlon manager of an employee S ehg1b1hty for partlclpatlon in the relocation

assistance program under this Policy-£“Relocation-Assistance-Program’)
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(b) The relocation manager will contact the employee to review the scope of
relocation services available and discuss the employee’s relocation-related needs, concerns, and
personal preferences.

(c) The relocation manager will also initiate the following in a timely manner:
(1) Destination area counseling.
(i1) Send an informational relocation packet on the destination area

tailored to individual needs.

(iii) Assign and introduce relocation specialist real estate agent(s), who
will assist in purchasing a home in the San Diego area.

(iv) Home sale, marketing, or lease assistance service if the employee
owns and plans to sell their current home. Coordinate- timely tours of homes to rent or purchase
in the new area, to minimize transition time, "down-time" at the employee’s new job, and the
need for Ttemporary Hhousing; and

(V) Sale of the employee’s home at departure with the events leading to
the purchase of a new home, if applicable.

(d) After the employee’s introduction to the *elocation sistance pFrogram,
the employee will make arrangements for applicable final move travel and en route lodging. The
relocation manager will coordinate all aspects of the employee’s || ~ousehold © ~oods
transportation and help to locate suitable Ttemporary Hhousing, if necessary. The relocation
manager will remain in contact throughout the relocation process for quality assurance, to answer
questions as they arise, and assist with any relevant issues.

(93(7) Destination Services.

When approved and authorized, destination services may be initiated through the relocation
manager to coordinate the events surrounding the employee’s move. The relocation manager will
provide home finding assistance, including objective counseling to help the individual select a
new community compatible with the employee’s lifestyle. The relocation manager will complete
a needs assessment to help determine if the employee would like to purchase or rent in the new
location. The relocation manager will:

(a) Discuss with the employee and their family any informational needs,
including real estate, schools and extra-curricular activities, recreation and cultural activities, and
any other related questions or concerns.

(b) Refer the employee to real estate specialist(s), who will contact them and
their family to assist in renting or purchasing a home in the new area.
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(c) Remain in contact throughout the home finding and relocation process to
ensure that the employee receives responsive, quality service from destination service providers.

(d) Send a relocation packet that includes all the previously mentioned
infonnation.f[AGnt]
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(8) Travel cmmMmmMm

(a) The employee shall prepare a Travel Claim to request reimbursement for
Travel Expenses associated with the employee’s relocation.
H3(b) Reimbursement for Travel Expenses shall be made based on the following

and in accordance with the Authority’s Business Expense and Reimbursement Policy:

Category Reimbursement Rate

Air Travel A one-way, economy airline ticket for each member of the 1=/ ‘amily
[romn e current residence to travel to his/her new location.

Ground Mileage reimbursement at standard Authority rate. Travel must be along the

Travel most direct route at a minimum rate of four hundred (400) miles per day.
Calculate travel from current residence to - new work location, one way,

two vehicles.
Train Travel | A one-way, coach ticket for each member of the ~amily to travel to

his/her new location. Pullman car fares may be authorized only if the trip takes
over six (6) hours or the travel is overnight.

Lodging -''n | Consistent with the Authority’s travel reimbursement policy.
route

Meals Consistent with the Authority’s travel reimbursement policy.
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POLICY SECTION NO. 3.31

(9 Tax Information.

+6)—————Federal tax laws require the Authority to report certain expenses and
reimbursements it pays on employees’ behalf as taxable income. Payments made as
reimbursements or payments to vendors for certain moving expenses, on an employee’s behalf,
must be included as compensation in the employee’s gross income. The Authority is required to
withhold federal, state and FICA taxes from these expense reimbursements in the same month in
which they are incurred.

3 [ { | . | i

ortcertain-expensesand- = G ko 1t g Xl 3P hohalf ao able e "'T’--f'_The
Authonty may, when approved and authonzed offset the ernployee s tax hab111ty Any
Authority offset of an employee’s tax liability will be limited to the actual tax liability up to a
maximum amount not to exceed 30% of the employee’s base salary.

(h) ~The Authority will not eannetbe responsible for the correct preparation of
an employees tax returns. _Employees are responsible for determining their own eligibility to
deduct specific moving expenses and for determining the year in which they are deductible.
Employees should refer to IRS Publication #521 for the applicable tax year.
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[Adopted by Resolution No. 2007-0066 dated July 5, 2007 I1cv ) . 1,2017.]
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SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY

POLICIES

ARTICLE 4 - FINANCE AND ACCOUNTING
PART 4.1 - ACCOUNTING
SECTION 4.10 - PAST DUE AND UNCOLLECTIBLE ACCOUNTS RECEIVABLE

PURPOSE: To establish a policy governing define-the procedures to be followed when past
due er accounts receivables are deemed delinquent and uncollectible by the San
Diego County Regional Airport Authority (the “Authority”).

POLICY STATEMENT:

As a government entity, the Authority is obligated to make every effort to collect all monies to
which it is rightfully entitled. The Authority shall take all appropriate and cost-effective actions
to aggressively collect Accounts Receivable and minimize the need to write off debt owed the
Authority. The Authority recognizes that in certain circumstances beyond the Authority’s
control, debt due to the Authority may be uncollectible. Timely identification of past due
Accounts Receivable and close coordination between cognizant departments is essential to
minimize the need to write off uncollectible accounts.

DEFINITIONS:

e Account Receivable: A debt owed to the Authority that arises in the normal course of
business dealings and may or may not be supported by negotiable paper; a claim against a
debtor usually arising from sales or services rendered. Accounts Receivable include, but
are not limited to, rent, concession fees, permit fees, license fees, landing fees as well as
monies due for services and goods.

e Allowance of Doubtful Account: A valuation account (i.e., contra asset) that is
subtracted from the trade receivable on the balance sheet.

e Bad Debt: A Past Due Account Receivable that despite best efforts by the Authority
remains unsatisfied and for which there is no reasonable expectation that the underlying
debt will be satisfied in whole or in part. The expense for a Bad Debt is recognized when
the Account Receivable becomes doubtful which typically occurs prior to write off of the
Account Receivable.

o Cognizant Department: The Department of the Authority that negotiated the agreement
or contract giving rise to a particular Account Receivable.
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PoLICY SECTION NO. 4.10

Debt: In the context of this procedure, debt refers to a sum of money due by certain and
express agreement between the Authority and another party or parties. Debt may be
owed the Authority by an individual or by a business entity.

Past Due: Refers to an Account Receivable for which payment has not been received for
more than thirty (30) days after the date on which payment is due.

Treasurer: The Chief Financial Officer, Vice President — Finance and Treasurer of the
Authority:.

Write-Off:  An accounting transaction that removes an Account Receivable from the
accounting books and records. Writing off the Account Receivable is for accounting
purposes only and this action does not discharge the Debt. The Debt is still owed to the
Authority, however, the amount has been removed from the Authority’s books as a
receivable.

ROLES AND RESPONSIBILITIES REGARDING OVERDUE AND UNCOLLECTIBLE
ACCOUNTS:

A.

Cognizant Department. The Cognizant Department is responsible for:

1. Routine management of the Authority agreement or contract which gives rise to
an Account Receivable;

2. Monitoring payment schedule of Accounts Receivable;

3. When necessary, and with the advice and consent of the Authority Treasurer,
negotiating settlements of Past Due Accounts Receivable; and

4. When appropriate, recommending the certain Past Due Accounts Receivable for
designation as Bad Debt.

5. Consulting with General Counsel to make sure all legal issues are addressed.
Treasurer. The Treasurer is responsible for:

1. Timely identification of deubtful-Doubtful aceounts—Accounts and making the
appropriate accounting entries;

2. Monitoring negotiations involving Past Due Accounts Receivable;
3. The application of security deposits against the Account Receivable amount; and

4. Seeking approval from the Board to write off Bad Debt when the individual Bad
Debt Account Receivable is $4530,000 or more.
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PoLICY SECTION NO. 4.10

C. General Counsel. The General Counsel is responsible for:

i.

2.

Providing advice and counsel to the Cognizant Department, Treasurer,
President/Chief Executive Officer (“President/CEQO”), and Board regarding the
feasibility of legal action to collect Bad Debts; and

Providing recommendations to the Board regarding the initiation of litigation to
collect Bad Debts.

PROCEDURES:

D. Past Due Accounts Receivable

1.

Monthly Review. The Treasurer shall review all Accounts Receivable on a
monthly basis in order to identify all Past Due Accounts Receivable.

Collection Efforts with Cognizant Department. When a Past Due Account
Receivable is identified, the Treasurer shall work with the Cognizant
Department charged with negotiating or managing the debtor’s agreement for
the purpose of collecting the Past Due Accounts Receivable.

Collection Efforts. The Cognizant Department charged with negotiating the
original Authority agreement with the debtor shall make all efforts to collect the
Past Due Account Receivable. Such efforts shall include, but not be limited to,
phone calls and/or letters to the debtor, collecting any security deposit, drawing
on any Letter of Credit, or filing a claim on any surety bond(s) posted as
security.

Assessment of CelleetibilityCollectability. The Treasurer, in consultation with
the Cognizant Department,—aad the President/CEO, and the General Counsel
shall determine what, if any, further steps shall be taken to collect the Past Due
Account Receivable. An assessment and determination shall be made as to
whether or not the debt can be collected through reasonable legal means.

. Treasurer Determination. The Treasurer shall determine whether or not it is in

the best interest of the Authority to write off each Bad Debt and, thereafter,
shall take the following actions:

a. For Amounts under $4530,000. Recommend to the Authority’s
President/CEQ, or his or her designee, that the account be transferred to
the Authority’s Bad Debts Account and, after approval, provide a list of
all written off Accounts Receivable to the Authority’s Board of
Directors as an information item.
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PoLICY SECTION NO. 4.10

b. For Amounts of $+530,000 or more. The Treasurer shall first seek
formal approval of the Board to Write Off any Account Receivable or
Bad Debt when the amount is valued at $+530,000 or more. The repert
requesting-request to the Board for approval to Write Off the debt shall
include at a minimum the following: the name of the debtor, a
description of the agreement, the amount of the debt, the date of the
debt, and the reasons why the debt is uncollectible or why it is not in the
best interest of the Authority to attempt to collection.

6. Accounting Entries. Once the Board has approved the Write Off of Bad Debt,
the Treasurer shall prepare the appropriate accounting entries to remove the
Account Receivable from the Authority’s books and records.

E. REPORTS.
1. Quarterly Report to Board. Each quarter the Treasurer shall report to the

Budget and Finance Committee and to the Board regarding the Treasurer’s
actions and recommendations to Write Off Bad Debt.

[Amended by Resolution No. 2005-0007 dated February 7, 2005.]
[Adopted by Resolution No. 2002-02 dated September 20, 2002.]
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SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY

POLICIES
ARTICLE 4 - FINANCE AND ACCOUNTING
PART 4.2 - INVESTMENTS

SECTION 4.20 - PoricY GUIDELINES FOR PRUDENT INVESTMENTS

PURPOSE: To establish a policy governing the investment policies and practices of the San
Diego County Regional Airport Authority (the “Authority”), including risk
management.

POLICY STATEMENT:

It is the policy of the Authority to invest public funds in a manner that will provide the highest
security of the funds under management while meeting the daily cash flow demands of the
Authority. The investment policies and practices of the Authority are based upon prudent money
management and conform to all state and local statutes governing the investment of public funds.

This policy also addresses risk management because risk management is an integral part of
managing a fixed income portfolio. To focus only on maximizing return is imprudent; therefore,
policy issues will be directed to limiting the investment portfolio’s exposure to each issue and
issuer of debt and criteria for establishing minimum credit requirements that firms must have in
order to effect security transactions with the Authority.

(1) Scope. This investment policy applies to all the Authority’s investment activities, except
for the Employees Retirement and Deferred Compensation funds, which are administered
separately. In addition, in the event of a conflict between this policy and permitted investments
of bond proceeds as defined by a master indenture or supplemental indenture (“Indenture’)
associated with any Authority debt issuance, the more restrictive parameters of either Cal. Gov.
Code or the Indenture will take precedence. The financial assets of all other Authority funds shall
also be administered in accordance with the provisions of this policy.

(2) Objectives.

(a) Safety of Principal. Safety of principal is the Authority’s foremost objective. To
accomplish this objective, diversification is required in order that potential losses on individual
securities do not exceed the income generated from the remainder of the portfolio. Each
investment transaction shall seek to ensure that capital losses are avoided, whether from issuer
default, broker/dealer default or erosion of market value. The Authority shall seek to preserve
principal by mitigating credit risk and market risk.
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PoOLICY SECTION NO. 4.20

(1) Credit risk is the risk of loss due to failure of the issuer to repay an
obligation and shall be mitigated by investing in only the highest quality credits and by
diversifying the investment portfolio so that the failure of any one issuer would not unduly harm
the Authority’s cash flows.

(1) Market risk is the risk of market value fluctuations due to overall changes
in the general level of interest rates and shall be mitigated by:

(A)  structuring the portfolio so that securities mature at the same time
major cash outflows occur, thereby eliminating the need to sell securities prior to their maturity;
and

(B)  limiting the average maturity of the Authority’s portfolio to three
years. Furthermore, no investments will be made in any security with a maturity greater than five
years unless the Board has granted its express authority to make such investment specifically or
as a part of an investment program approved by the Board no less than three months prior to the
investment.

It is explicitly recognized, however, that in a diversified portfolio occasional
losses may be inevitable and must be considered within the context of overall investment return.

(b) Liquidity. The Authority’s investment portfolio will be structured to provide
sufficient liquidity to meet the operating requirements of the Authority.

(c) Return on Investment. State law requires that the objective of return on
investment be subordinate to the objectives of safety and liquidity. Therefore, investment
officials shall seek to achieve a return on the funds under their control throughout all economic
cycles, taking into consideration the Authority’s investment risk constraints and cash flow
requirements.

(3) Authority to Invest Funds.

(a)_Policy principles for investment of Authority funds. Monies entrusted to the Authority
will be invested and actively managed pursuant to applicable California statutory limitations and
the guidance and limitations set forth in the Authority’s written policies. Authority for the
management and investment of Authority funds rests with the Authority Board of Directors
(“Board”). The Board promulgates the policy for investment and management of Authority
funds and conducts periodic reviews to ensure compliance with policy and statutory
requirements, All persons authorized to make investment decisions for the Authority are trustees
of the Authority and owe the Authority a fiduciary duty. All trustees are bound by the prudent
investor rule, which requires trustees in making decisions with regards to the Authority’s funds
to act with care, skill, prudence, and diligence under the circumstances then prevailing,
including, but not limited to, the general economic conditions and the anticipated needs of the
agency, that a prudent person acting in a like capacity and familiarity with those matters would
use in the conduct of funds of a like character and with like aims, to safeguard the principal and
maintain the liquidity needs of the agency.
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PoLICY SECTION NO. 4.20

Trustees of Authority funds are relieved of personal responsibility for an individual
security’s risk or market price changes where the trustees at all times were acting in accordance
with written procedures and this investment policy, exercising due diligence, taking timely and
appropriate action to control adverse developments, and provided timely appropriate reports to
the Board regarding the adverse developments with an investment.

(b)_Delegation of investment authority to Treasurer. The Board delegates the authority to
invest and manage the funds of the Authority to the Authority’s Treasurer. Such delegation shall
be on a fiscal year basis and subject to renewal by the Board, at its option, after appropriate
review of the investment record. The Board reserves the right to revoke the delegation of
investment authority at its discretion. The Treasurer shall report to the board the status of
Authority’s investment portfolio in accordance with Sections (10)(a) and (b) of this policy.
Whenever a security is sold at a loss, the Treasurer will record the loss as such in the Authority’s
accounting system. The Treasurer shall designate in writing an officer or employee of the
Authority who shall have authority to execute or authorize execution of an investment trade on
behalf of the Authority when the Treasurer is not reasonably available and circumstances require
timely action.

(c)_Treasurer’s responsibility for investments. Investment and management of the
Authority’s funds shall be solely the responsibility of the Authority’s Treasurer, who shall take
necessary measures to be fully informed on current market conditions and market trends in
general and the condition of the Authority’s investment portfolio in particular. The Treasurer
shall establish and periodically review for currency and adequacy a system of controls to ensure
compliance with the applicable statutory requirements and the Authority’s investment policies.
The system of controls shall also provide for regulation of subordinate officers and employees as
well as investment advisors under contract with the Authority.

(d)_Execution of trades by authorized investment advisor. Where the Board has approved a
contract for a registered independent investment advisor to assist the Treasurer in the discharge
of investment responsibilities and where the Treasurer has approved in writing a strategy to
guide the investment of Authority funds, the Treasurer may authorize the investment advisor to
execute trades on behalf of the Authority to effectuate the approved investment strategy. The
Treasurer shall make such delegation via a document that specifies the boundaries of the
delegated authorization. The investment advisor designated to execute trades on behalf of the
Authority shall be bound by this policy of the Authority and the Treasurer’s written approval of
the investment strategy. Authorizing the investment advisor to execute trades on behalf of the
Authority does not relieve the Treasurer of responsibility for management and oversight of all
investment transactions involving Authority funds. The Treasurer or designated Authority
officer or employee, as provided in Section 3(b), when the Treasurer is not reasonably available
and circumstances require timely action, must approve in writing all investment transactions that
exceed a market value of five million dollars ($5,000,000) prior to execution of the trade. The
investment advisor shall not execute any trade through any security broker in whom the
investment advisor holds an ownership interest or has a financial interest. The investment
advisor shall not take possession of or act as custodian for the cash, securities or other assets.
The investment advisor shall provide a written report of all trades made on behalf of the
Authority to the Treasurer within twenty-four (24) hours of trade execution.
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(4) Ethics and Conflicts of Interest. The Board, Authority officers or Authority employees
involved in the investment process shall refrain from any activity that could conflict with proper
execution of the investment program or which could impair the Authority’s Treasurer’s ability to
make impartial investment decisions. Authority staff involved with the investment process shall
disclose to the Authority’s Treasurer any financial interest in financial institutions that conduct
business with the Authority and they shall further disclose any personal financial and/or
investment positions that could be related to the performance of the Authority’s portfolio. Board
members, Authority officials and Authority employees shall subordinate their personal
investment transactions to those of the Authority, particularly with regard to the time of
purchases and sales.

(5) Placement of Trade Execution Orders.

(a) Whenever possible, investment transactions shall be made via a competitive process to
ensure the Authority’s security transactions are made on terms most favorable to the
Authority. Trade execution shall be only through firms registered with the Financial
Industry Regulatory Authority (FINRA) and approved by the Treasurer. To ensure
security transactions are made via the most competitive process, solicitation of bids to
transact a security trade shall be provided equally to all security dealers approved by the
Treasurer pursuant to the section (5)(b) of this policy. When purchasing new issue
securities, no competitive process will be required as all dealers in the selling group offer
the securities at the same original issue price. This policy permits the Authority to
purchase investments directly from approved issuers who require no competitive process
(e.g., Local Agency Investment Fund (LAIF), the San Diego County Investment Pool
(SDCIP), and Local Government Investment Pools (LGIPs),

(b) Other than investments with depository institutions and approved pools, the Treasurer
shall only execute trades with security dealers that have been approved to execute
security trades on behalf of the Authority. Prior to approving a security dealer to execute
security trades, the Treasurer shall determine that the dealer is fully qualified to execute
security trades for the Authority. In evaluating whether a specific dealer is so qualified,
the Treasurer shall evaluate, at a minimum, the dealer’s security registration, financial
condition, standing in the investment community, and experience with security trades of
the nature to be executed on behalf of the Authority. To be qualified, all financial
institutions and broker/dealers who desire to become qualified bidders for investment
transactions must supply the following information on an annual basis: (1) audited financial
statements; (2) proof of Financial Industry Regulatory Authority (FINRA) certification;
(3) a trading resolution; (4) proof of California registration; and (5) a completed
broker/dealer questionnaire.

(c) Where the Board has approved a contract for a registered independent investment advisor
to assist the Treasurer in the discharge of the investment responsibilities, the Treasurer
may rely on the advisor’s assurances that specific security dealers are fully qualified to
execute trades on behalf of the Authority. The investment advisor shall provide such
assurances in writing and shall renew the assurances based on an annual review of the
financial condition and registrations of qualified bidders.
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(6) Authorized Investments.

The Authority is authorized by the applicable sections of Cal. Gov. Code §16429.1, §53600 et
seq. and §53630 ef seq. to invest in the following types of securities, further limited herein:

(a) United States Treasury Bills, Bonds and Notes or those for which the full faith
and credit of the United States are pledged for payment of principal and interest. There is no

limitation as to the percentage of the portfolio that can be invested in this category. Cal. Gov.
Code §53601(b)

(b) Federal agency or United States government-sponsored enterprise obligations,
participations, or other instruments, including those issued by or fully guaranteed as to principal
and interest by federal agencies or United States government-sponsored enterprises. There is no
limitation as to the percentage of the portfolio that can be invested in this category. Cal. Gov.
Code §53601(H)

(c) United States dollar denominated senior unsecured unsubordinated obligations
issued or unconditionally guaranteed by the International Bank for Reconstruction and
Development, International Finance Corporation, or Inter-American Development Bank, with a
maximum remaining maturity of five years or less, and eligible for purchase and sale within the
United States. Investments under this subdivision shall be rated in a rating category of “AA” or
its equivalent or better by an NRSRO and shall not exceed 30 percent of the portfolio. No more
than 10% of the portfolio may be invested in a single Supranational issuer. Cal. Gov. Code
§53601(q)

(d)  Bills of exchange or time drafts drawn on and accepted by a commercial bank,
otherwise known as bankers acceptances which are eligible for purchase by the Federal Reserve
System and are rated in the highest category by a nationally recognized statistical rating
organization (NRSRO), may not exceed 180 days to maturity or 40% of the market value of the
portfolio. No more than 5% of the market value of the portfolio may be invested in banker’s
acceptances issued by any one bank. Cal. Gov. Code §53601(g)

(e) Commercial paper of "prime" quality of the highest ranking or of the highest
letter and number rating as provided for by a NRSRO. The entity that issues the commercial
paper shall meet all of the following conditions in either paragraph (1) or paragraph (2):

(1) The entity meets the following criteria: (i) Is organized and operating in the
United States as a general corporation. (ii) Has total assets in excess of five hundred
million dollars ($500,000,000). (iii) Has debt other than commercial paper, if any, that is
rated in a rating category of "A" or its equivalent or higher by a NRSRO.

(2) The entity meets the following criteria: (i) Is organized within the United States
as a special purpose corporation, trust, or limited liability company. (ii) Has program wide
credit enhancements including, but not limited to, over collateralization, letters of credit, or
surety bond. (iii) Has commercial paper that is rated "A-1" or higher, or the equivalent, by
a NRSRO.
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Eligible commercial paper shall have a maturity of 270 days or less. No more than
25% of the market value of the portfolio may be invested in commercial paper. No more
than 5% of the market value of the portfolio may be invested in the commercial paper of
any single issuer. The amount invested in commercial paper of any one issuer in
combination with any other securities from that issuer shall not exceed 5% of the market
value of the portfolio. Cal. Gov. Code §53601(h)

(D Negotiable Certificates of Deposit (NCDs) issued by a nationally or state-
chartered bank, a state or federal savings institution or by a federally licensed or state licensed
branch of a foreign bank. The amount invested in Negotiable Certificates of Deposit (NCDs)
may not exceed 30% of the market value of the portfolio. NCDs eligible for purchase shall be
rated in a rating category of “A” or its equivalent or better by a NRSRO. The maximum term for
NCDs shall be five years. The amount invested in NCDs of any one issuer in combination with
any other securities from that issuer shall not exceed 5% of the market value of the portfolio.

Cal. Gov. Code §53601(i)

(g) Placement Service Deposits (PSDs). Deposits placed through a deposit placement
service that meet the requirements of Cal. Gov. Code §53601.8. The full amount of the principal
and the interest that may be accrued during the maximum term of each certificate of deposit shall
at all times be insured by federal deposit insurance. The maximum term for PSDs shall be three
years. The amount invested in Placement Service Deposits (PSDs) may not exceed 30% of the
market value of the portfolio. Cal. Gov. Code §53601.8 and 53635.8

(h) Bank Deposits, including, but not limited to, demand deposit accounts, savings
accounts, market rate accounts and time certificates of deposits (“TCDs”) in financial institutions
located in California. The Authority will invest in financial institutions with a net worth of ten
million dollars and total assets in excess of $50 million. Such deposits in each bank shall be
limited to no more than 5% of the total assets of the bank. To be eligible to receive Authority
deposits, the financial institution must have received a minimum overall satisfactory rating,
under the Community Reinvestment Act, for meeting the credit needs of California Communities
in its most recent evaluation. Bank deposits are required to be collateralized as specified under
Cal. Gov. Code §53630 et seq. The Treasurer may waive the collateralization requirements for
any portion that is covered by federal deposit insurance. The Authority shall have a signed
agreement with any depository accepting Authority funds per Cal. Gov. Code §53649. The
maximum maturity of TCDs is three years. A maximum of 20% of the market value of the
portfolio may be invested in TCDs. The amount invested in TCDs of any one issuer in excess of
the FDIC limit in combination with any other securities from that issuer shall not exceed 5% of
the market value of the portfolio. Cal. Gov. Code §53630 et seq.

(i) Medium Term Notes (MTNs), defined as all corporate and depository institution
debt securities with a maximum remaining maturity of five years or less, issued by corporations
organized and operating within the United States or by depository institutions licensed by the
United States or any state and operating within the United States rated in a rating category of
“A” or its equivalent or better by a NRSRO and be issued by a corporation organized and
operating within the United States. The aggregate total of MTNs may not exceed 20% of the
market value of the investment portfolio. The amount invested in MTNs of any one issuer in
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combination with any other securities from that issuer shall not exceed 5% of the market value of
the portfolio. Cal. Gov. Code §53601(k)

() Repurchase agreements (RPAs) shall only be made with financial institutions
having a credit rating in the rating category “A” or its equivalent or better by a NRSRO. The
Security Industry and Financial Markets Association (SIFMA) master repurchase agreement
shall be the Authority’s master repurchase agreement.

The term of the agreement may not exceed one year.

The following collateral restrictions will be observed: Only U.S. Treasury securities or
Federal Agency securities, as described in 6(a) and 6(b) above, will be acceptable collateral. All
securities underlying Repurchase Agreements must be delivered to the Authority's custodian
bank versus payment or be handled under a tri-party repurchase agreement. The total of all
collateral for each Repurchase Agreement must equal or exceed, on the basis of market value
plus accrued interest, 102% of the total dollar value of the money invested by the Authority for
the term of the investment. Since the market value of the underlying securities is subject to daily
market fluctuations, the investments in repurchase agreements shall be in compliance if the value
of the underlying securities is brought back up to 102% no later than the next business day. For
any Repurchase Agreement with a term of more than one day, the value of the underlying
securities must be reviewed on a regular basis.

Market value must be calculated each time there is a substitution of collateral.

The Authority or its trustee shall have a perfected first security interest under the Uniform
Commercial Code in all securities subject to Repurchase Agreement. Cal. Gov. Code §53601(j)

(k) The Local Agency Investment Fund (“LAIF”), established by the State Treasurer
for the benefit of local agencies and identified under Cal. Gov. Code §16429.1 et seq. The
market value of the Authority’s investment in LAIF may not exceed the current deposit limit for
regular LATF accounts.

{)] The San Diego County Investment Pool (“SDCIP”) as authorized by Cal. Gov.
Code §53684. The market value of the Authority’s investment in SDCIP may not exceed the
current deposit limit for regular LAIF accounts.

(m)  Shares of beneficial interest issued by a joint powers authority (Local
Government Investment Pools or (“LGIPs”)) organized pursuant to Cal. Gov. Code §6509.7 that
meet the requirements of the Investment Trust of California (CalTRUST), as authorized by
California Government Code §53601(p). The market value of the Authority’s investment in each
of the CalTRUST funds may not exceed the current deposit limit for regular LAIF accounts.

(n) Shares of beneficial interest issued by a joint powers authority (Local
Government Investment Pools or (“LGIPs”)) organized pursuant to Cal. Gov. Code §6509.7 that
meet the requirements of Cal. Gov. Code §53601(p). The market value of the Authority’s
investment in any LGIP may not exceed the LAIF statutory limit. Prior to investing, the
Treasurer will complete a thorough investigation of the potential investment. Whenever the
Authority has any funds so invested, the Treasurer shall maintain on-going monitoring including
the following:
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(1) Establish the investment is a legal investment under Cal. Gov. Code.

(i1) A description of eligible investment securities, and a written statement of
investment policy and objectives. All investments must comply with the eligible
investments outlined in this policy. In the event that any investments do not comply with
the eligible investments outlined in this Policy, the Treasurer will assess the potential risk
of a substantial investment loss related to the investment(s) not in compliance.

(111) The issuer must have a current AAAm rating, provide a constant dollar
pool with a stated objective of maintaining a $1 net asset value, meet an asset size of $1
billion at the time of investment, and provide for third-party custody of portfolio assets.

(iv) A description of interest calculations and how it is distributed, and how
gains and losses are treated.

(v) A description of how the securities are safeguarded (including the
settlement processes), and how often the securities are priced and the program audited.

(vi) A description of who may invest in the program, the type and number of
governmental participants, investor concentrations, what size deposit and withdrawal are
allowed, and what time restrictions are placed on these deposits and withdrawals.

(vii) A schedule for receiving statements and portfolio listings.
(viii) Determination of how reserves, retained earnings, etc. are utilized by the
fund.
(ix) A fee schedule, and when and how it is assessed. Cal. Gov. Code
§53601(p).

(0) The Authority may place funds in shares of beneficial interest issued by diversified
management companies that are money market funds registered with the Securities and
Exchange Commission under the Investment Company Act of 1940 (15 U.S.C. §80a-1 et seq.).
Investment in money market funds may not exceed 20% of the market value of the portfolio with
no more than 10% of the market value of the portfolio in any single fund. Additionally, each
selected fund shall be large enough that the Authority’s investment does not constitute more than
5% of the total fund balance. To be eligible for investment, these companies shall either:

(1) Attain the highest ranking or the highest letter and numerical rating
provided by not less than two of the three largest nationally recognized rating services, or

(ii) Retain an investment adviser registered or exempt from registration with
the Securities and Exchange Commission with not less than 5 years’ experience managing
money market mutual funds with assets under management in excess of $500,000,000. Cal.
Gov. Code §53601(1)
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(p) The Authority may invest in: (i) Registered state warrants or treasury notes or bonds
of this state including bonds payable solely out of the revenues from a revenue-producing
property owned, controlled, or operated by a state or by a department, board, agency, or authority
of this state; (ii) Registered treasury notes or bonds issued by any of the other 49 States in
addition to California, including bonds payable solely out of the revenues from a revenue-
producing property owned, controlled, or operated by a state or by a department, board, agency,
or authority of any state; and (iii) Bonds, notes, warrants or other evidence of debt issued by a
local agency or municipality located within California, including bonds payable solely out of the
revenues from a revenue-producing property owned, controlled, or operated by the local agency,
or by a department, board, agency, or authority of the local agency. Securities eligible for
investment under this paragraph shall be rated in a rating category of “A” or its equivalent or
better by a NRSRO. Purchase of securities authorized by this subdivision may not exceed 20%
of the Authority’s portfolio. The amount invested with any one issuer shall not exceed 5% of the
portfolio. Cal. Gov. Code §53601 (c), (d), (e).

(q) Permitted Investment for Bond Proceeds. All investment types listed above are
authorized investments for bond proceeds. The percentage or dollar limitations listed above do
not apply to bond proceeds investments. In addition to the above investments, bond proceeds
may be invested in the following:

Investment agreement or guaranteed investment contract (a) with or guaranteed by a
national or state chartered bank or savings and loan, an insurance company or other financial
institution whose unsecured debt is rated in the highest short-term rating category (if the term of
the Investment Agreement is less than three years) or in either of the two highest long-term
Rating Categories (if the term of the Investment Agreement is three years or longer) by one or
more of the Rating Agencies, or (b) which investment agreement or guaranteed investment
contract is fully secured by obligations described in items (a) or (b) of this section which are the
following:

(1) Valued not less frequently than monthly and have a fair market value, exclusive
of accrued interest, at all times at least equal to 103% of the principal amount of the
investment, together with the interest accrued and unpaid thereon, and

(i) Held by any Federal Reserve Bank or a depository acceptable to the Treasurer
or any Authority bond trustee, and

(ii1) Subject to a perfected first lien on behalf of the Authority or any bond trustee
and free and clear from all third-party liens

The Board has expressly granted the Treasurer the authority to invest debt service reserve funds
in U.S. Treasury, federal agency, municipal securities and investment agreements (which meet
the requirements of this Investment Policy and the Indenture) with maturities exceeding 5 years
if it is considered to be in the best interest of the Authority and if the maturity of such
investments does not exceed the expected use of the funds. Reserve fund investments beyond 5
years are specifically excluded from the mathematical calculation of the average maturity of the
Authority’s portfolio.
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(7 Prohibited Investments. Investments not described herein, including but not limited to,
inverse floating rate notes, range notes, interest-only strips that are derived from a pool of
mortgages, and common stocks are prohibited from use in this portfolio. The Authority shall not
invest any funds in any security that could result in zero interest accrual and zero discount
accretion if held to maturity. Cal. Gov. Code §53601.6

(8) Safekeeping of Securities. To protect against potential losses by the collapse of
individual securities dealers, all securities owned by the Authority shall be held in safekeeping
by a third person bank trust department acting as agent for the Authority under the terms of a
custody agreement executed by the bank and the Authority. All securities will be received and
delivered using standard delivery versus payment procedures. The only exception to the
foregoing shall be: (i) LAIF; (ii) the SDCIP; (iii) LGIPs; (iv) money market mutual funds, and
(v) Deposits (TCDs & PSDs), since the purchased securities are not deliverable. A record of
these investments shall be held by the Treasurer.

All investment officers shall be bonded. -

pertormed-no-dess-than-en-a-quarterly-basis-(rT1)

(9) Portfolio Limitations. Percentage limits and credit criteria are applied at the time of
purchase. If a percentage-of-portfolio limitation is exceeded due to reduction in portfolio size,
the affected securities may be held to maturity to avoid losses. When no loss is indicated, the
Authority’s Treasurer shall consider restructuring the portfolio basing the decision in part on the
expected length of time the portfolio will be imbalanced. The Treasurer shall report all such
imbalances in the monthly report to the Board. In the event that an investment originally
purchased within policy guidelines is downgraded below the policy requirements by any one of
the NRSROs, the course of action to be followed by the Treasurer will then be decided on a case-
by-case basis, considering such factors as the reason for the downgrade, prognosis for recovery
or further rating downgrades, and the market price of the security.

(10) Reporting Requirements.

(a) In accordance with Cal. Gov. Code §53646, on a quarterly basis, the Authority’s
Treasurer shall prepare in accordance with GAAP and GASB 31 a report detailing investments
and investment activity and transmit same to the Executive Officer, the Internal Auditor and the
Board.

(1) The report shall be submitted within 30 days of the end of the quarter
covered by the report.

(i)  The report shall include the type of investment, issuer, date of maturity,
par and dollar amount invested on all securities, investments and monies held by the Authority.

(111)  The report shall include a description of any funds, investments, or
programs that are under the management of contracted persons.

(iv)  The report shall also include a current market value on a market-to-market
basis as of the report date using an established identified independent source for the valuation.

(v)  The report shall state compliance of the portfolio to the statement of
investment policy or the manner in which it is not in compliance.
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(vi)  The report shall state the Authority’s ability to meet its budgeted
expenditure requirements for the next six months or to explain why sufficient money may not be
available.

(b) In accordance with Cal. Gov. Code §53607, the Authority’s Treasurer shall make a
monthly report of investment transactions to the Board.

(11)  Internal Control. The development of internal controls is a function of management. The
Authority’s Treasurer shall establish and document a system of internal controls that will provide
reasonable assurance regarding the achievement of objectives in the following categories:

= Safeguarding assets

® Ensuring validity of financial records and reports

= Promoting adherence to policies, procedures, regulations and laws

= Promoting effectiveness and efficiency of operations

In addition, the Authority’s Treasurer shall:

(a) Establish an annual process of an independent review by an external examiner.

(b) Develop performance standards. Those performance standards will be reviewed
by the Treasurer and presented as an information item to the President/CEQ and the Board. On a
quarterly basis, as part of the reporting requirements the Authority’s Treasurer shall report actual
compared to the performance standard and any substantial deviations shall be explained.

(c) Review the Authority’s investment policy annually at a public meeting and obtain
Board approval and adoption of the policy to ensure its consistency with the Authority’s
objectives of preservation of principal, liquidity, rate of return and the policy’s relevance to
current law and financial and economic trends. The Authority’s Treasurer is responsible for
maintaining guidance over the Authority’s investment policy and ensuring that the Authority can
adapt readily to changing market conditions and shall submit to the Board any modification to
the investment policy prior to implementation.

(12)  Glossary of Terms.

Asked: The price at which securities are offered (that is, the price at which a firm will
sell a security to an investor).

Bankers’ Acceptance (BA): A draft or bill of exchange accepted by a bank or trust
company. The accepting institution guarantees payment of the bill, as well as the issuer.

Bid: The price offered for securities (that is, the price at which a broker or dealer will
pay to purchase a security an investor owns).
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Broker: A broker brings buyers and sellers together for a commission paid by the
initiator of the transaction or by both sides; he does not take a position. In the money
market, brokers are active in markets in which banks buy and sell money and in
interdealer markets.

Certificate of Deposit (CD): See: Time Certificate of Deposits, Negotiable Certificates
of Deposits.

Collateral: Securities, evidence of deposit or other property, which a borrower pledges
to secure repayment of a loan. Also refers to securities pledged by a bank to secure
deposits of public monies.

Commercial Paper (CP) - An unsecured short-term promissory note issued by
corporations and local governments, with maturities ranging from 1 to 270 days.
Commercial paper is usually issued at a discount from par with a zero coupon. Highly-
rated, or “Prime” commercial paper carries a Standard & Poor’s rating of Al or Al+, a
Moody’s rating of P1, and/or a Fitch rating of F1 or F1+.

Constant Maturity Treasury (CMT) — A calculated average released by the Federal
Reserve of all Treasury yields along a specific maturity point. This calculation is
frequently used as a benchmark for conservative government portfolios.

Coupon: (a) The annual rate of interest that a bond’s issuer promises to pay the
bondholder on the bond’s face value; (b) A certificate attached to a bond evidencing
interest due on a payment date.

Dealer: A dealer, as opposed to a broker, acts as a principal in all transactions, buying
and selling for his or her own account.

Debenture: A bond secured only by the general credit of the issuer.

Delivery versus Payment: There are two methods of delivery of securities: delivery
versus payment and delivery versus receipt (also called free delivery). Delivery versus
payment is delivery of securities with an exchange of money for the securities. Delivery
versus receipt is delivery of securities with an exchange of a signed receipt for the
securities.

Discount: The difference between the cost price of a security and its value at maturity
when quoted at lower than face value. A security selling below original offering price
shortly after sale also is considered to be selling at a discount.

Diversification: Dividing investment funds among a variety of securities offering
independent returns.

Page 12 of 17



PoLiCcy SECTION NoO. 4.20

Federal Farm Credit Bank (FFCB): The Federal Farm Credit Bank System is the
oldest of the government sponsored enterprises, created by an act of Congress in
1916. Its mission is to provide a reliable and low cost source of funds to support
agriculture in the United States. Unlike commercial banks, System banks do not take
deposits. Instead, funds for loans are obtained through the issuance of debt securities.
FFCB long-term senior debt ratings have traditionally mirrored those of the U.S.
government.

Federal Home Loan Banks: Federal Home Loan Banks provide a source of low cost
loan funding to U.S. banks. Within their collective membership, the FHLBank System
represents the largest source of home mortgages in the United States. The System does
not provide loans directly to individuals, only to other correspondent banks. System
banks do not take deposits. Instead, funds for loans are obtained through the issuance of
debt securities. FHLB long-term senior debt ratings have traditionally mirrored those of
the U.S. government.

Federal Home Loan Mortgage Company (FHLMC or “Freddie Mac”): The Federal
Home Loan Mortgage Corporation (FHLMC), commonly referred to as “Freddie Mac”,
was created in 1970 to assist its sister company, Fannie Mae, by purchasing mortgage
loans in the secondary market, pooling them together, and selling them to investors in the
form of mortgage-backed securities. By providing a secondary market for home loans,
Freddie Mac increases the amount of money available for mortgage lending. In
September 2008, Freddie was placed under Federal government conservatorship as a
result of a decline in the underlying market value of the mortgage loans it held and
guaranteed. Like Fannie Mae, Freddie Mac issues debt in maturity ranges from one-day
to 30 years, and its long-term senior debt rating has traditionally mirrored U.S. Treasury
debt due to its reliance on the U.S. government.

Federal National Mortgage Association (FNMA or “Fannie Mae”): The Federal
National Mortgage Association (FNMA), commonly referred to as “Fannie Mae”, was
created in 1938 during the Great Depression to provide a secondary market for mortgage
loans by purchasing groups of loans from lenders and packaging them into pools of
mortgage-backed securities that can then be sold to investors. To facilitate this process,
Fannie Mae also issues debt in maturity ranges from one-day to 30 years. The company’s
long-term senior debt rating has traditionally mirrored U.S. Treasury debt due to its
reliance on the U.S. government. Although Fannie Mae had operated as a private
company since 1968, it was placed under Federal government conservatorship in
September 2008 as a result of a decline in the underlying market value of the mortgage
loans it held and guaranteed.

Government National Mortgage Association (GNMA or “Ginnie Mae”): Long-term
mortgage-backed securities backed by FHA and VA loans guaranteed by the full faith
and credit of the U.S. Treasury. The term “pass-through” is often used to describe Ginnie
Mae securities as principal and interest payments from the underlying homeowners are
passed along to investors.
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Federal Open Market Committee (FOMC): A group of Federal Reserve Officials that
meet eight times per year to set U.S. monetary policy (raises and lowers interest rates).
The Committee must balance its two primary and often conflicting objectives of
achieving stable economic growth and keeping inflation at acceptable levels.

Fed or Federal Reserve Bank: The Central Bank of the U.S. responsible for
supervising and regulating member banks, providing banking services, providing
information, and setting monetary policy through the FOMC.

International Bank for Reconstruction and Development (IBRD or World Bank).
The International Bank for Reconstruction and Development was created in 1944 to help
Europe rebuild after World War II. Today, its purpose is to assist with reconstruction and
poverty reduction through an inclusive and sustainable globalization. The IBRD is
owned and governed by its member governments. The United States is the IBRD’s
leading shareholder.

International Finance Corporation (IFC): The IFC is a member of the World Bank
Group. Its focus is on assisting with private sector development in developing countries.
The IFC is owned and governed by its member governments. The United States is the
[FC’s leading shareholder.

Inter-American Development Bank (IADB): The IADB was established in 1959 to
provide financing and expertise for sustainable economic, social, and institutional
development in Latin America and the Caribbean. The IADB is owned and governed by
its member governments. The United States is the JADB’s leading shareholder.

Inverse Floating Rate Note: A debt security with an interest rate stated as a fixed rate
minus a variable rate index. This calculation causes the rate on the inverse floater to
move in the opposite direction of general interest rates. This instrument generally
performs well in a declining interest rate environment but will lose value if rates rise.

Liquidity: A liquid asset is one that can be converted easily and rapidly into cash
without a substantial loss of value. In the money market, a security is said to be liquid if
the spread between the bid and asked prices is narrow and reasonable size can be done at
those quotes.

Local Government Investment Pools (LGIPs): Shares of beneficial interest issued by a
joint powers authority organized pursuant to Cal. Gov. Code §6509.7. LGIPs offer a
diversification alternative to LAIF and SDCIP for short-term cash management facilities.

Market Value: The price at which a security is trading and could presumably be sold.

Master Repurchase Agreement: A written contract covering all future transactions
between counterparties to repurchase agreements and reverse repurchase agreements that
establish each entity’s rights in the transactions. A master agreement will often specify,
among other things, the right of the buyer-lender to liquidate the underlying securities in
the event of default by the seller-borrower.
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Maturity: The date upon which the principal or stated value of an investment becomes
due and payable.

Medium Term Notes: A class of debenture that is defined as all corporate and
depository debt securities with a maximum remaining maturity of five years or less.

Money Market: The market in which short-term debt instruments (bills, commercial
paper, bankers’ acceptance, etc.) are issued and traded.

Nationally Recognized Statistical Rating Organization (NRSRO): A credit rating
agency (CRA) that issues credit ratings that the U.S. Securities and Exchange
Commission (SEC) permits other financial firms to use for certain regulatory purposes.

Negotiable Certificate of Deposit (NCD): A type of CD that is at least $100,000 and
can also be traded on a highly liquid secondary market.

Placement Service Deposit (PSD): A type of deposit that uses a deposit placement
service. The placement service will allow the bank with which the investment is placed
to split the initial deposit into multiple pieces that are then distributed among a network
of banks, such that the full amount of the deposit is protected by the FDIC insurance of
each participating bank.

Portfolio: Collection of securities held by an investor.

Primary Dealer: A group of government securities dealers that submit daily reports of
market activity and positions and monthly financial statements to the Federal Reserve
Bank of New York and are subject to its oversight. Primary dealers include Securities
and Exchange Commission (SEC) registered securities, broker/dealers, banks and a few
unregulated firms.

Prudent Investor Standard: A legal doctrine that requires fiduciaries to make
investments using the prudence, diligence, and intelligence that would be used by a
prudent person in making similar investments.

Rate of Return: A standard performance measurement that considers the coupon
interest a security or portfolio of securities receives, along with any realized gain or loss,
along with any change in unrealized market gain or loss. Depending on market volatility,
the rate of return could differ significantly from the average yield of a portfolio.

Rating Agency: Nationally recognized credit rating agency such as Fitch, Moody’s or
S&P.

Rating Category: A credit rating assignment by a Rating Agency shall mean (a) with
respect to any long-term rating category, all ratings designated by a particular letter or
combination of letters, without regard to any numerical modifier, plus or minus sign or
other modifier, and (b) with respect to any short-term or commercial paper rating
category, all ratings designated by a particular letter or combination of letters and taking
into account any numerical modifier, but not any plus or minus sign or other modifier.
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Repurchase Agreement (RP or Repo): A type of financial agreement in which an
investor exchanges cash for securities with a primary dealer or bank and earns a fixed
rate of interest for a specified period. At the end of the period, securities are returned in
exchange for the principal amount, along with accrued interest. Dealers and banks use
repo proceeds to finance their inventory positions.

Safekeeping: A service to customers rendered by banks for a fee whereby securities and
valuables of all types and descriptions are held in the bank’s vaults for protection.

Sec Rule 15C3-1: See Uniform Net Capital Rule.

Securities and Exchange Commission: Agency created by Congress to protect
investors in securities transactions by administering securities legislation.

Strip (Bonds): Brokerage-house practice of separating a bond into its principal and
interest, which are then sold as zero coupon bonds.

Time Certificate of Deposit (CD): A time deposit with a specific maturity evidenced by
a certificate. Large denomination CDs are typically negotiable.

Treasurer: The Vice President/Chief Financial Officer—efFEinance/Treasurer of the
Authority or the authorized designee or representative as designated by the
President/Chief Executive Officer.

Treasury Bill: A non-interest bearing discount security issued by the U.S. Treasury to
finance the national debt. Most bills are issued to mature in three months, six months or
one year.

Treasury Bond: Long-term U.S. Treasury security having initial maturities of more than
ten years.

Treasury Note: U.S. Treasury security having initial maturities between two and 10
years.

Uniform Net Capital Rule: Securities and Exchange Commission requirement that
member firms as well as nonmember broker/dealers in securities maintain a maximum
ratio of indebtedness to liquid capital of 15 to 1; also called net capital rule and net
capital ratio. Indebtedness covers all money owed to a firm, including margin loans and
commitments to purchase securities, one reason new public issues are spread among
members of underwriting syndicates. Liquid capital includes cash and assets easily
converted into cash.

Yield: The rate of annual income return on an investment, expressed as a percentage.

(A) Income Yield is obtained by dividing the current dollar income by the current market
price for the security. (B) Net Yield or Yield to Maturity is the current income yield
minus any premium above par or plus any discount from par in purchase price, with the
adjustment spread over the period from the date of purchase to the date of maturity of the
bond.
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SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY

POLICIES
ARTICLE 4 -  FINANCE AND ACCOUNTING
PART 4.2 - INVESTMENTS
SECTION 4.21 - PoLicY REGARDING THE USE AND MANAGEMENT
OF DERIVATIVE PRODUCTS

(1) PURPOSE:

The purpose of this “Policy Regarding the Use and Management of Derivative Products” (the
“Policy” or “Derivatives Policy”) for the San Diego County Regional Airport Authority
(“SDCRAA? or the “Authority”) is to establish guidelines for the Authority to enter into and to
manage various types of currently available financial contracts including interest rate swaps,
options, caps, collars, floors, hedges and rate locks. These products are collectively referred to
herein as “Derivatives” or “Derivative Product(s)”. Derivative Products, as contemplated in this
Policy, are classified into two categories:

a. those governed by standard International Swap Dealers Association (“ISDA™)
Agreements (see “Form” herein), and

b. those governed by other forms of agreement (“other derivatives”).

All agreements and binding obligations associated with Derivative Products must receive the
formal approval of the Board prior to execution of a transaction.

Subject to Board approval, derivative products are almost exclusively governed by a “master
agreement” established by the International Swap Dealers Association (“ISDA”), a generic
document that governs the basic terms of the swap. It sets out the broad parameters of the
transaction, including a set of definitions, general payment provisions, netting arrangements,
events of default and events of early termination.

Each ISDA master agreement is accompanied by and subject to a confirmation and a schedule,
which supplement and override, to the extent of any inconsistency, the master agreement. The
agreements are standard forms used in the industry and are widely accepted in the marketplace.
They allow market participants to trade swaps in a well-defined secondary market and reverse
swaps with existing counterparties.

Other derivative forms of agreement lack this defined secondary market and will require
additional Board disclosures including receipt of detailed analytic evaluation that provides a
strong and compelling rationale for their use. This Policy does not contemplate the use of such
products at this time.
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This Derivatives Policy provides guidelines for the Vice President/Chief Financial Officer
Finanee/Freasurer, professional Finance Department staff and the Authority’s Board of Directors
(the “Board”), as well as the Authority’s Financial Advisor and the Authority’s Swap Advisor
(collectively, the “Advisors™) as well as all financial institutions wishing to do business with the
Authority.

No Derivative Product may be executed by the Authority without the prior approval of the
Board.

(2) PHILOSOPHY REGARDING THE USE OF DERIVATIVE PRODUCTS:

Derivative Products can be appropriate interest rate management tools. Properly used, they can
increase the Authority’s financial flexibility and provide opportunities for interest rate savings,
enhanced investment yields, or reduced risk. Derivative Products should be considered in the
context of the Authority’s overall debt and investment management policy.

Derivative Products may be used when they achieve a specific objective consistent with the
Authority’s overall financial policy' (see “Permitted Uses” herein).

If used improperly, Derivative Products could expose the Authority to undue risk or risk for
which compensation is insufficient. They should never be used for speculation (see “Prohibited
Uses” herein).

The Authority may use the following products after identifying the specific financial objective to
be attained and assessing the accompanying risks:

a. Interest Rate Swaps — (see “Legality” herein) Immediate or forward starting floating-to-
fixed rate swaps may be used to capture current market fixed interest rates or eliminate
variable rate exposure. Fixed-to-floating rate swaps may be used to create additional
variable interest rate exposure.

b. Interest Rate Caps — Financial contracts (e.g., caps, collars, floors) may be used to limit
or contain exposure to interest rate volatility.

c. Rate Locks — These are most typically based on interest rate swaps and may be used to
hedge an upcoming fixed rate bond issue.

The above list is representative and not all-inclusive.

' They may be used, for example, to lock in a current market fixed rate or create additional variable rate exposure, to
produce interest rate savings or alter the pattern of debt service payments. They may also be used to cap, limit or
P g P payr y may p

hedge variable rate payments.
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(3) SCOPE AND APPROVALS:

This Derivatives Policy shall govern the Authority’s use and management of Derivative
Products, describing the circumstances and methods by which they will be used, providing
guidelines to be employed when they are used, and identifying the responsible parties involved
in the implementation of this Policy.

While adherence to this Policy is required whenever the Authority enters into an agreement (see
“Form™ herein) to utilize a Derivative Product, the Authority recognizes that changes in the
capital markets and in the Authority’s strategic goals and tolerance for risk, and other unforeseen
circumstances, may from time to time, give rise to issues or situations that are not covered by
this Policy. Subject to Board approval of all agreement documents, this Policy provides the
CEO/ President, and other employees designated by the President/CEQ, to incorporate different
and additional restrictions, as long as such restrictions are not inconsistent with this Policy. Any
of the provisions and/or restrictions contained in this Policy can be modified by the Board.

Prior to entering into any transaction involving Derivatives, staff must obtain the Board’s
approval of the maximum notional amount, the maximum term, the average life, and all
agreement documents associated with such Derivative Product. The General Counsel and Bond
Counsel of the Authority shall determine whether a proposed Derivative Product complies with
all applicable provisions of the Authority’s Master Senior and Subordinate Indenture, any
resolutions and agreements related to the Authority’s outstanding debt, and whether or not the
use of such Derivative Product will adversely impact the rights of any holder of the Authority’s
outstanding bonds or notes.

The President/ CEO, or such other employees designated by the President/CEO, will be
delegated by the Board to carry out the necessary steps to enter into, monitor and administer any
Derivative Product it has approved. This delegation shall be in accordance with the Board’s
approval and within the parameters established under this policy.

The Board will consider the array of benefits available from the use of each proposed Derivative
Product, including, as appropriate: portfolio composition, debt management, mitigation of
interest rate risk, lowering the cost of debt service, or expected changes in interest rates. A
written analysis of the expected benefits as well as the potential risks associated with a proposed
Derivative Product shall be presented to the Board as further described herein (see “Analytical
Procedures™).

(4) LEGALITY:

SDCRAA’s authority to enter into transactions utilizing Derivative Products is based on its
general contractual powers and Section 5903 of the Government Code. Its ability to pledge
Authority revenues to its payment obligations with respect to such Derivative Products,
specifically Interest Rate Swaps, is authorized by provisions contained in the Authority’s Master
Senior Lien Indenture and Subordinate Lien Indenture as described below.
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Interest rate swaps are one of many Derivative Products, but are the most commonly used of all
derivatives.” They are described in the Authority’s Master Senior Lien Indenture, which provides
for the issuance of a “Qualified Swap™:

“...any Swap (a) whose Designated Debt is all or part of a particular Series of Bonds; (b) whose Swap
Provider is a Qualified Swap Provider or has been a Qualified Swap Provider within the 60 day period
preceding the date on which the calculation of Annual Debt Service or Aggregate Annual Debt Service is
being made; (c) which has a term not greater than the term of the Designated Debt, or to a specified
mandatory tender or redemption of such Designated Debt; and (d) which has been designated in writing to
the Trustee by the Authority as a Qualified Swap with respect to such Bonds.”

(5) PERMITTED USES:

Recognizing the effects of continual innovation in the financial markets, this Policy
acknowledges that the Authority’s reasons for using Derivatives may change over time.

The current uses for Derivatives may include:
a. Managing the Authority’s exposure to floating and fixed interest rates;

b. Providing the ability to lock in long term fixed rates more quickly than is typically
possible with the issuance of conventional fixed rate bonds;

¢. Managing the Authority’s exposure to the risk of changes in legal and regulatory
treatment of tax exempt bonds, including changes in federal marginal tax rates, or the
elimination of or modifications to the Alternative Minimum Tax (“AMT");

d. Managing the Authority’s credit exposure to financial institutions and other entities
through the use of offsetting swaps; and,

e. Other applications that enable the Authority to increase income, lower costs or strengthen
the Authority’s balance sheet.

When an interest rate swap is being used in lieu of conventional fixed rate bonds to fix the
interest cost and lock-in savings in a current, advance or forward refunding of outstanding
Authority debt, as a general rule, the level of present value savings generated by the swap should
exceed the savings hypothetically produced by a conventional bond refunding with comparable
redemption provisions.

2 Interest Rate Swaps are defined as arrangements whereby two parties (called “counterparties”) enter into an
agreement to exchange periodic interest payments based on a fixed (“notional”) amount of principal. One of the
counterparties typically makes payments at a fixed rate, and the other at rates that fluctuate periodically according to
a predetermined published index (LIBOR or BMA). Only interest payments are exchanged.
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In general, present value refunding savings generated by the use of interest rate swaps should
exceed the following thresholds (compared against a conventional fixed rate issue)’:

Callable Non-Callable
(10 years at 100%)
Baseline:
Conventional Bonds 5% 7%
BMA 6% 8%
LIBOR 8% - 10%
(6) PROHIBITED USERS:

Recognizing the effects of continual innovation in the financial markets, this Policy
acknowledges that the Authority’s reasons for using Derivatives may change over time.

As the use of Derivatives entails financial risks, the Authority shall enter into them only in
accordance with this Policy. If used improperly, Derivative Products could expose the Authority
to undue risk or risk for which compensation is insufficient.

The use of Derivative Products is prohibited under the following circumstances:

a. When the use of Derivatives is for speculative purposes, such as potential trading gains or
interest rate speculation, rather than for hedging interest rate risk in connection with the
Authority’s debt program;

b. Where the Authority does not have or can not obtain sufficient liquidity to terminate an
existing Derivative Product at current market values;

c. Where there is insufficient price transparency to permit the Authority or its advisors to
reasonably value the Derivative Product, for example, as a result of unusual embedded
structures or terms.

(7) EFFECTIVE HEDGES:
The Authority understands that:
a. If payments on and receipts from the Agreement are to be taken into account in
computing the yield on the related bonds, the Agreement must meet the requirements for

an “effective hedge” under federal tax law and generally accepted accounting principles
(GAAP) (sometimes referred to as an “integrated” swap); and

3 A specific transaction that produces a lower level of savings may be entertained if warranted by special
circumstances, such as: (i) a desire to restructure debt service; (ii) the inclusion of callable bonds which if not called
would be wasting assets; and (iii) a relatively short remaining average life,
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b. If one of the goals of entering into the Agreement is to convert variable yield bonds into
fixed yield bonds (sometimes referred to as a “super integrated swap™), then certain
additional requirements must be met.

In both of these situations, the terms of the Agreement and the process for entering into the
Agreement must be reviewed and approved in advance by the Board, General Counsel, Bond
Counsel and Tax Counsel.

(8) FORM:

Unless otherwise approved by the Board, the Authority will use the preferred form of the
International Swap Dealers Association (“ISDA”) swap documentation (the so-called “Single
Currency, Single Jurisdiction” form). Any agreements (the “Agreement”) between the Authority
and its counterparties will include payment, term, security, collateral, default, remedy
termination and other terms, conditions and provisions as the Authority, in consultation with its
General Counsel, its Advisors, and Bond Counsel deem necessary and desirable.

(9) ANALYTICAL PROCEDURES:

Prior to seeking the Board’s authorization to implement any proposed Derivative transaction,
Finance staff and the Advisors shall undertake an identification and evaluation of the financial
benefits and risks involved in the transaction and summarize them clearly and concisely for the
Board. In addition, the analysis should outline any measures that will be taken to mitigate those
risks (recognizing that the significance of various risks may vary from transaction to transaction)
and calculate estimates of financial results under various scenarios including (but not limited to)
different levels of future interest rates. The summary shall include an evaluation of the following
risks, as appropriate:
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Type of Risk
Interest Rate Risk

Description
The Authority’s exposure to interest
rate fluctuations while utilizing the
Derivative Product.

Evaluation Methodology
The Authority will evaluate the
historical trading levels of the
index (BMA or LIBOR) and
apply appropriate stress tests.

Basis The mismatch between the interest The Authority will review
Risk rate associated with variable rate debt | historical trading differentials
and the index rate (viz., BMA or between rates on variable rate
LIBOR) used to calculate the swap instruments and the selected
payment. index.
Tax The Authority’s exposure to higher The Authority will review “tax
Risk interest expense, lower investment events” in proposed swap
earnings, extraordinary payments, agreements and evaluate the
termination or other adverse financial impact of potential
consequences as a result of an actual | changes in tax law on LIBOR
or anticipated future change in indexed swaps.
Federal income tax law or policy.
Counterparty The failure of the counterparty to The Authority will monitor
Risk make required payments. Multiple exposure levels, ratings threshold
' offsetting swaps compounds and collateralization requirements
counterparty risk. as they relate to its counterparties.
Credit The exposure of the Authority to The Authority will ensure that
Risk changes in the creditworthiness of the | appropriate safeguard provisions
counterparty and/or insurers or are included in the legal
liquidity providers. documentation for any Derivative
Product (e.g., collateral,
assignment).
Credit Ratings The potential impact of the proposed | The Authority will err on the side
Risk Derivative Product on the Authority’s | of conservatism in the size,

current or future credit ratings.

structure and term of any
Derivative Products it uses to
mitigate any adverse potential
effects on ratings.

Cost Recovery
Risk

The potential impact of an
involuntary termination or other
unforeseen cost on the Authority’s
financial operations and on airline
rates and charges, to the extent that
the benefits and risks of Derivative

In approving any Derivative
Product, the Authority shall
evaluate the expected allocation
of the benefits and risks of such
Derivative Product between itself
and the airlines to ensure that
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Type of Risk

Products are shared with the airlines

Description

through the rates and charges
formula.

POLICY SECTION NO. 4.21

Evaluation Methodology
such allocation is fair and
reasonable.

Variable Rate
Exposure

The potential when using Derivative
Products for increasing the
Authority’s level of variable rate debt
beyond desirable internal policy
limits, either through the use of
conventional or forward variable rate
debt instruments.

The Authority will calculate the
level of variable rate debt taking
into account the proposed
Derivative Product, its
outstanding variable rate debt and
its plans for the future issuance of
variable rate debt.

Termination Risk

The Authority’s exposure to an
involuntary termination, including the
magnitude of any potential
termination payment and the impact
of such payment on its liquidity and
credit.

The Authority will apply at least a
250 basis point stress test to
existing interest rates to evaluate
termination payment risk.

Amortization
Risk

The mismatch of the maturity of the
swap and the maturity of the
underlying bonds.

The Authority will take all
reasonable steps to ensure that the
amortization of any derivative
product is consistent with the

amortization of the underlying
debt.

Market Access
Risk

The dependence of successful
completion of a future bond issue to
the financial effectiveness of the
Derivative Product.

The Authority will take all
reasonable steps to ensure that it
will have the capability to issue
debt associated with a forward
delivery swap. If market
conditions do not permit access,
the Authority risks the premature
termination of the swap and
attendant payments.

Accounting The impact of the proposed The Authority will consult with

Risk Derivative Product on the Authority’s | its accountants on these issues to
financial statements and on the ensure that derivative transactions
required accounting treatment for the | meet the “effective hedge”
proposed Derivative product. standard and hedge accounting

applies.
Administrative The operational requirements and The Vice President/Chief
Burden estimated incremental costs Financial Officer-and Treasurer

associated with adequately

will provide a cost/benefit
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Type of Risk

Description
administering and monitoring the
proposed Derivative Product.

PoLICY SECTION No. 4.21

Evaluation Methodology
estimate taking into account
additional staffing, if any, and the
expected time to be spent by
current staff on administration of
Derivative Products versus the
expected savings to the Authority.

determine that a swap does not
qualify as a hedge under their strict
standards and measures.

Liquidity The inability to maintain or renew a | The Authority will evaluate the
Risk liquidity facility, such as a Letter of | expected availability of liquidity
Credit, Line of Credit and/or support for conventional and
Insurance. synthetic variable rate debt
products.
Qualified Hedge | The financial impact should the IRS | The Authority will receive a legal
Risk or financial statement auditors opinion that the transactions meet

the IRS and GAAP standards
outlined prior to execution of
agreement. After issuance, the
Authority will annually review
the performance of the hedge to
ensure continued compliance with
US Treasury and accounting
guidelines.

Using these elements of potential risk as a checklist, the Authority will track and evaluate its

Derivative program(s) on a regular basis.
(10) GUIDELINES:

[n addition, subject to the provisions contained herein, the terms of any Agreement shall reflect
the following guidelines:

a. Downgrade provisions triggering terminations shall in no event be worse for the
Authority than those affecting the counterparty.

b. Governing law for Agreements will be determined at the time of the Agreement, except
that matters relating to the enforcement of the Agreement against the Authority will be
governed by the laws of California.

c. The specified indebtedness related to Authority credit events in any Agreement
should be narrowly defined and should refer only to indebtedness of the Authority that
could have a materially adverse effect on the Authority’s ability to perform its obligations
under the Agreement.
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d. The Authority shall have the right to optionally terminate an Agreement at “market”, at
any time over the term of the Swap Agreement.

¢. Termination value should be set by utilizing a “Market Quotation Methodology, Second
Method”, unless the Authority, in consultation with its Swap Advisor, deems an alternate
method to be appropriate.

(11) TERM AND NOTIONAL AMOUNT:

The Authority, subject to Board approval, shall determine the appropriate term for an Agreement
on a case-by-case basis. The slope of the swap curve, the marginal change in swap rates from
year to year along the swap curve, and the impact that the term of the swap has on the overall
exposure of the Authority shall be considered in determining the appropriate term of any
Agreement. In connection with the issuance or carrying of bonds, the term of an Agreement
between the Issuer and a qualified Counterparty shall not extend beyond the final maturity date
of the related bonds of the Issuer, or in the case of a refunding transaction, beyond the final
maturity date of the refunding bonds, or in the case of a hedging transaction for bonds expected
to be issued, not later than the expected final maturity date of the proposed bonds.

The notional amount of the Agreement at no time will exceed the outstanding principal amount
of the bonds being hedged.

(12) METHOD OF PROCUREMENT:

The Authority will competitively bid Derivative Products that are non-proprietary or generally
available in the marketplace. No fewer than three (3) bids shall be solicited. The Authority may
choose to reward a specific firm(s) for consistently providing original ideas in a timely fashion or
for applying derivative products in a manner that creates additional value for the Authority by
giving such firm the ability to match the lowest bid received in a competitive bidding process.

Under special circumstances and on a product by product basis, the Authority may, on the
written advice of its advisors, seek the approval of the Board to negotiate the procurement of
derivative products with customized or specific attributes designed on the Authority’s behalf,
which attributes render the product infeasible or inappropriate for competitive bidding. The final
agreements shall be subject to the approval by the Board prior to execution.

As arequired condition for a negotiated transaction, the Authority shall obtain an unqualified
Fair Market Value opinion regarding the pricing of such transaction from the Swap Advisor. The
Authority will attempt to obtain from the Counterparty all markups and profits on the derivative
transaction. The Counterparty will be required to disclose any payments to third parties including
brokers, lobbyists, and consultants, if any were engaged to assist the counterparty in procuring
business with the Authority.
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(13) QUALIFIED COUNTERPARTIES:

Standards of creditworthiness, as measured by credit ratings issued by Moody’s Investors
Services, Standard & Poor’s Rating Services and Fitch Investors Ratings Service (currently, the
three nationally recognized rating agencies) will determine eligible Counterparties. In addition,
eligible Counterparties should have demonstrated experience in successfully executing derivative
transactions.

The Authority, subject to Board approval, shall enter into Agreements for Derivative Products
only with counterparties with the strongest credit ratings. The Authority commits that it will
only enter into Agreements for Derivative Products with Counterparties rated no lower than the
double-A category by all three rating agencies. In making this determination, each counterparty
must have a current rating from at least two of the three ratings agencies. Each rating must reflect
the claims paying ability of the entity entering into or guaranteeing the Counterparty’s
performance under the proposed Agreement.

(This policy is not intended to restrict transactions which involve an upfront payment to the
issuer which, in the determination of the Swap Advisor, would be unaffected by a subsequent
default by the Counterparty.)

If the Counterparty’s applicable rating falls below the double-A category from any one of the
three rating agencies, the Counterparty shall be required to post the Collateral Requirement as
described below.

An Agreement with any Counterparty whose rating falls below the single-A category from any
of the three applicable rating agencies, or who ceases to have a rating from at least two of the
applicable rating agencies shall be subject, at the option of Authority, to immediate termination
and payment of the Counterparty Termination Value to the Authority as defined below. The
Authority will seek to require, whenever possible, that terminations triggered by a Counterparty
credit downgrade will occur on whichever is the most beneficial side to the Authority of the bid-
offered spread, and which would allow the Authority to go back into the market to replace the
downgraded party with another suitable Counterparty at minimal out-of-pocket cost to the
Authority.

Notwithstanding the preceding, nothing contained herein is intended to preclude the
Counterparty from securing its obligation under an Agreement with an irrevocable letter of credit
(or other similar surety or guarantee) from a provider that is 1) rated by two of the three rating
agencies; and 2) whose short-term ratings are at least P-I/A-I+/F-1+ and/or whose long-term
ratings of at least Aa3/AA-/AA- in order to eliminate either:

a. the requirement to post collateral in the event of an applicable rating downgrade of the
Counterparty, or

b. the Authority’s right to terminate an Agreement in the event of an applicable rating
downgrade of the Counterparty.
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In addition, nothing herein is intended to preclude the provision of additional requirements in an
individual Agreement between the Authority and a Counterparty so long as such additional
requirements are not inconsistent with this Policy and reduce the Authority’s risk exposure.
Specifically, the Authority may seek to include additional terms in Agreements that mitigate and
offset its exposure to Counterparty risk, including, without limitation:

a. additional ratings-based collateral requirements pursuant to which the Authority may
require the posting of collateral by the Counterparty, or

b. ratings-based termination events pursuant to which the Authority may require the
Counterparty to terminate an Agreement prior to its scheduled termination date.

(14) COUNTERPARTY EXPOSURE LIMITATIONS

In order to diversify the Authority’s Counterparty risk and to limit the Authority’s exposure to
any one Counterparty, exposure limits will be established for each Counterparty based upon the
relative level of risk associated with each Agreement.

Prior to entering into each new Agreement, the Advisors will establish exposure limits for each
potential counterparty based upon the Authority’s termination exposure risk to all existing and
proposed Agreements with such counterparty under a comprehensive ranges of future interest
rate, credit downgrade and other scenarios.

The Authority may not enter into any new Agreement with any Counterparty, regardless of
whether or not the proposed Agreement is procured through competitive bidding or negotiation,
unless the Swap Advisor provides, in advance, a detailed written evaluation using the criteria
provided, of the Authority’s aggregate exposure to any such Counterparty, after giving effect to
the proposed Agreement, and the Authority, subject to Board approval, concluding that such
level of exposure represents an acceptable and appropriate level of risk to assume.

Under no circumstances shall the sum of the notional principal amount of each outstanding and
proposed Agreement with any one Counterparty exceed $75 million.

The Swap Counterparty Exposure Limitations shall not be construed to require the termination of
any portion of any outstanding A greement between the Authority and a Counterparty.

(15) COUNTERPARTY TERMINATION VALUE

With respect to one or more outstanding Agreements with a specific Counterparty, the
Counterparty Termination Value shall be computed in two steps:

a. valuing the remaining payments due under each such Agreement utilizing a “Market
Quotation Methodology, Second Method”, unless the Authority, in consultation with its
Financial and Swap Advisor, deems an alternate method to be appropriate; and
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b. if such aggregate valuation reflects a net present value liability from the Counterparty to
the Authority, assigning the absolute value of such liability to the Counterparty
Termination Value,

In the event that a credit event occurs which permits the Authority to terminate one or more
Agreements with a particular Counterparty, the Authority may elect to terminate all, none or
some of such Agreements and the Counterparty will be obligated to pay to the Authority an
amount equal to the Counterparty Termination Value as determined with respect to the
Agreements to be terminated.

(16) COLLATERAL REQUIREMENTS

Counterparties whose applicable rating or ratings trigger a collateral requirement shall post, with
respect to each Agreement, Permitted Collateral equal to:

Option #1: One hundred and five percent (105%) of the Counterparty Termination Value
as determined for that Agreement. Such Counterparty Termination Value must be
computed using applicable prevailing market rates no less frequently than the earlier of:
(a) one week since the last such valuation or (b) the date a new Agreement is executed
with such Counterparty.

Option #2: One hundred and five (105%) of the Adjusted Counterparty Termination
Value as determined for that Agreement. Such Adjusted Counterparty Termination Value
must be computed no less frequently than the earlier of (a) three months since the last
such valuation or (b) the date any new Agreement is executed with such Counterparty.
The Adjusted Counterparty Termination value shall be computed using the rules provided
for computing the Counterparty Termination Value except that computed termination
value shall be increased by either increasing or decreasing the applicable prevailing
market rates used for this evaluation by 50 basis points.

It is the intention of this Policy that the Collateral Requirement be determined separately based
on the Counterparty Termination Value for each Agreement rather than on the Counterparty
Termination Value for all Agreements with a particular Counterparty unless an alternative
valuation methodology is explicitly negotiated between the Authority and a Counterparty and
defined in each applicable Agreement, as approved by the Board.

(17) PERMITTED COLLATERAL

As part of each Agreement, the Authority shall require collateralization to secure such
Agreement in the event of a downgrade event described above or other event as defined in such
Agreement. Permitted collateral shall consist of US Treasury and Agency securities with
maturities of five years or less. Such securities shall be marked to market on a daily basis and
shall have, as of such valuation, a value not less than 105% of either the Counterparty
Termination Value, or the Adjusted Counterparty Termination Value.
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Permitted Collateral shall be deposited with a third party trustee, or as mutually agreed upon
between the Authority and the counterparty.

As appropriate, the Authority, in consultation with its Bond Counsel and its Advisors may
increase the requirements for posting collateral or provide for the substitution of other forms of
credit enhancement which will allow the counterparty to satisfy the Collateral Requirement.

(18) RISK MANAGEMENT AND ONGOING MONITORING

The Authority and its Swap Advisor will evaluate the risks associated with the outstanding
Agreements at least quarterly and will, as requested by the Board and at least once annually,
report its findings. This evaluation will include the following information:

a. A summary of key terms of the Agreements, notional amounts, interest rates and
expiration dates, any scheduled amortized amounts and any changes to the Agreements
since the last reporting period,;

b. The termination value for all outstanding Agreements;

c. The credit ratings of each counterparty, (or parent, guarantor, and credit enhancer if
applicable), and any changes in the credit rating since the last reporting period;

d. The amount of exposure to each specific counterparty, as measured by aggregate mark-
to-market value netted for offsetting transactions;

e. Actual collateral posted or received by counterparty, as a result of requirements in the
Agreements, at its fair market value;

f. Information concerning any material event involving outstanding Agreements, including
a default by a counterparty, a counterparty downgrade, or termination;

g. An updated contingency plan to replace or fund an Authority termination payment in the
event an outstanding Agreement is terminated by a counterparty; and

h. The status of any liquidity support used in connection with an Agreement, including the
remaining term and current fee.

The Authority’s Financial Advisor shall identify revenue sources to fund potential Authority
termination payments.

The Authority will seek to maximize the benefits and minimize the risks it carries by managing
its derivative exposure as an integral part of its overall debt and investment management plan.
This will entail frequent monitoring of market conditions, by the Authority and its Advisors for
emergent opportunities and risks.
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The Authority, along with its Advisors, shall review this Policy at least annually, and submit
updates, if any, to the Board for approval.

(19) TERMINATION OF AN AGREEMENT

The methodology for determining termination values at various times and under various
circumstances must be explicitly set forth in each Agreement. Prior to finalizing the terms of any
Agreement:

a. the Swap Advisor shall evaluate the economic costs and benefits of incorporating into the
Agreement a provision that provides for termination payments made by the Authority to
be made over time rather than at termination; and

b. the Swap Advisor shall also provide the Authority with estimates of the potential costs of
terminating such Agreement under different market and downgrade scenarios.

Each Agreement must provide the Authority with:

a. an unconditional right to a market based optional termination. A corresponding
unconditional right of optional termination may not be provided to the counterparty; and

b. the right to terminate such Agreement upon the occurrence of a credit event as described
herein (see “Qualified Counterparties”) or as provided for in such Agreement.

Any termination payment made by the Authority to a counterparty pursuant to an
Agreement must be subordinate in lien to the Authority’s obligation to make debt service
payments on the corresponding Designated Debt, and to any Subordinate Lien obligations
of the Authority.

(20) DISCLOSURE AND FINANCIAL REPORTING

The Authority will ensure that there is full and complete disclosure of all Agreements, which are
subject to approval by the Board, in its financial statements and its financing documents
(Preliminary and Final Official Statements, Offering Memoranda, etc.)

With respect to its financial statements, the Issuer will adhere to guidelines for the financial
reporting of Agreements, as set forth by the Government Accounting Standards Board, including
GASB Technical Bulletin No. 2001-1 including additions and amendments thereto. A summary
of the special risks involved with the Agreements and any potential exposure to interest rate
volatility or to unusuvally large and rapid changes in market value shall be included in the
Authority’s marketing documents.

[Adopted by Resolution No. 2007-0097 dated September 6, 2007.]
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SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY

POLICIES

ARTICLE 4 - FINANCE AND ACCOUNTING
PART 4.3 - CAPITAL IMPROVEMENTS PROGRAM
SECTION 4.30 - CAPITAL IMPROVEMENTS PROGRAM

PURPOSE: To establish a policy concerning the programming of capital improvements
projects by the San Diego County Regional Airport Authority (the-““Authority™).

POLICY STATEMENT:

(1) A capital improvements program shall be established that will provide for the orderly
development of the-Autherity-capital projects.

&) Each year, the Authority’s Exeeuntive Director{the“Exeeutive Director)President/Chief

Executive Officer (“President/CEQ”) shall submit to the Authority’s Board of Directors (the
“Board”) a development program for at least the next five fiscal years of desirable capital
ﬂnﬁfeve}%ﬁ%s—pmjects that are W1thm the Authorlty 5 ﬁnanc1al ﬁmdmg capab111ty At—the

(32) The President/CEQ ExeeuntiveDirectorshall identify each capital improvements-project
as to its need and shall provide analysis of the economic and/or social impact of the project, as
appropriate. Factors to be considered may include, but are not necessarily limited to: public
need; useful life; payback period; maintenance and operating costs; construction costs; possible
alternatives; and sources of funding. A history of the project may be included, if applicable.

|{3) The President/CEO also shall direct the Vice President, Finance/Treasurer to analyze the
proposed capital program in the Authority’s financial models to determine its impacts on the
Authority’s ability to meet its debt targets identified in the Debt Issuance and Financial
Management PO“CV.}[AI]

(4)  The program, once approved by the Board, shall constitute a guideline for Authority
administration.

[Adopted by Resolution No. 2002-02 dated September 20, 2002.]

ESHEETS% ]%d b” RG'E'B]H%]IEH No- dat%&% ]
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SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY

POLICIES

ARTICLE 4 - FINANCE AND ACCOUNTING
PART 4.4 - DEBT
SECTION 4.40 - DEBT ISSUANCE AND MANAGEMENT PoLICY

PURPOSE: To establish a policy governing the debt issuance and management policies and
practices of the San Diego County Regional Airport Authority (the “Authority”).

POLICY STATEMENT:

SECTION 1. INTRODUCTION & EXECUTIVE SUMMARY

This comprehensive Debt Issuance and Management Policy (the “Policy”) contains the policies that
govern existing and anticipated debt obligations. In addition, the Policy sets forth certain financial
management practices in capital budgeting that will enhance the Authority’s ability to manage its
outstanding debt and projected debt issuance. It is expected that the Policy will be updated from
time to time to reflect changes in law and market practices.

Debt plays an important role in meeting the financial needs of the Authority since it provides the
funding for the Authority to build projects today which will subsequently be repaid from future
revenues. While the issuance of debt is frequently an appropriate method of financing capital
projects, prudent financial management requires careful monitoring of debt issuance to ensure there
is not an excessive reliance on debt and to preserve the Authority’s access to borrowed capital at
competitive borrowing rates, while always maintaining sufficient liquidity. The term “debt” is
used in this Policy to describe numerous types of financial obligations of the Authority which may
include Bonds, Subordinate Obligations, Special Facility Obligations and other financings of the
Authority.

The Authority’s debt issuance and management objectives are to:

e Manage and monitor existing debt to optimize financial structure, control costs and ensure
compliance with bond financing covenants;

s Oversee the issuance of new debt in order to maintain access to capital markets and other
sources of capital financing at a reasonable cost;

¢ Obtain and maintain the highest possible credit ratings on debt consistent with the overall
objectives of the Authority;

¢ Explore and implement prudent debt structuring ideas when consistent with the debt
issuance and management goals described herein;

e Provide the required secondary market disclosure to the rating agencies and investors;
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e Comply with all federal and state laws and regulations, as well as bond indenture, federal
tax and securities law post-issuance compliance, and reimbursement agreement covenants:
and

e Protect the assets and funds entrusted to the Authority.

SECTION II. ROLES AND RESPONSIBILITIES

The roles and responsibilities of key parties in administering, monitoring, and ensuring on-going
compliance with this Policy include:

1) Board: The Authority is governed by an appointed board of nine members who represent
all areas of San Diego County and three ex-officio members. The Board approves all bond
issuances as well as the policies and guidelines pursuant to which debt is incurred and
issued.

2) President/CEO and Vice President/CFO Finance-and-Asset-Management/Treasurer: The
Vice President/CFO —Finanee-and-Asset-ManagementTreasurer, under the direction of the
President/CEO, is (i) responsible for developing, evaluating, implementing and monitoring
the financing plan and debt strategies for the Authority in compliance with this policy,
subject to Board approvals; and (ii) is in charge of federal tax and securities law post-
issuance compliance with respect to all debt obligations.

3) Registered Municipal Advisor: The Authority has chosen to deliver a Notice of
Representation by Registered Municipal Advisor pursuant to SEC Rule 17 CFR Section
240.15Bal - 1(d)(3)(vi)(B) dated August 27, 2014 to notify investment banking firms that
the Authority has retained a financial advisor and, among other things, will rely on advice
of the financial advisor for recommendations on the issuance of municipal securities
provided by investment banking firms. The Authority may amend or modify this notice
from time to time.

4) Financial Professionals: All financial professionals performing services for the Authority’s
debt programs, such as its financial advisor, bond counsel, disclosure counsel, investment
advisor and underwriters, must comply with the policies and procedures set forth herein.

SECTION III. CAPITAL IMPROVEMENTS AND FINANCIAL PLANNING

The Authority maintains a financing plan and model which projects the available sources and uses
of funds and verifies the Authority’s financial ability to deliver current and planned programs and
services. The impact of the funding sources, particularly debt, on future commitments is a relevant
consideration of this Policy. The financing plan is based on a set of assumptions developed
through detailed collection and analysis of historical and forecasted data concerning revenues and
expenses, economic forecasts and trend projections. The main sources of revenues include airline
rates and charges, parking and concession revenues, and lease revenues. Additionally, Passenger
Facilities Charges (PFCs), Customer Facility Charges (CFCs), and federal grants-in-aid are
included as a funding source for certain eligible projects.
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The Authority’s annual operating budget will ensure that sufficient resources are provided from
current revenues to: 1) finance the current fiscal year’s requirements for ongoing operating and
maintenance needs; 2) provide reserves for periodic replacement and renewal; 3) fund the annual
requirements of the maintenance, operating and other reserves; and 4) meet any debt service
coverage requirements.

Both the capital plan and the financing plan shall be updated periodically as part of the budget
process. It is the goal of the Authority to adopt its capital plan on a rolling five year forward basis.
Both plans will comply with the Policy, paying particular attention to all relevant target debt
affordability indicators.

SECTION 1V. DEBT TARGETS

The President/CEO and the Vice President/CFO ;-Finanee-and-Asset- Management/Treasurer will
recommend to the Board the amount, term and type of debt needed to meet the Authority’s short-
term and long-term financing requirements. In such determinations, issues of debt capacity,
amortization period and affordability will be considered, guided by the use of target debt
affordability indicators for measuring the affordability of additional borrowing.

The following are the target debt affordability indicators for the Authority. The Authority will
regularly review and may re-evaluate certain targets from time to time as long-term master plan
requirements may be defined.

1) Rate Covenants

The Authority has covenanted in the Master Indenture to comply with the senior lien
Rate Covenant, as summarized below:

Bonds - Under the Master Indenture, the Authority has covenanted that it will establish,
fix, prescribe and collect rates, tolls, fees, rentals and charges in connection with the
Airport System so that Net Revenues, which are generally defined as Revenues less
Operation and Maintenance Expenses for a given period, in each Fiscal Year will be at
least equal to 125% of the aggregate annual debt service for all Bonds.

“Bonds” are generally defined by the Master Indenture to mean any debt obligation of
the Authority including bonds, notes, bond anticipation notes, commercial paper notes
and other instruments creating an indebtedness of the Authority, and obligations
incurred through lease or installment purchase agreements, other agreements,
certificates of participation, and bank repayment obligations. The term “Bonds” does
not include Subordinate Obligations (which is defined hereinafter).

The Authority has covenanted in the Master Subordinate Indenture to comply with the
subordinate lien Rate Covenant, as summarized below:
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Subordinate Obligations — Under the Master Subordinate Indenture, the Authority has
covenanted that it will establish, fix, prescribe and collect rates, tolls, fees, rentals and
charges in connection with the Airport System so that Subordinate Net Revenues (which
are generally defined as Revenues less Operation and Maintenance Expenses less senior
lien Bond debt service and reserve funding requirement for a given period) in each
Fiscal Year will be at least equal to 110% of the Aggregate Annual Debt Service for all
Subordinate Obligations for such Fiscal Year (excluding the principal amount of
Commercial Paper reissued during the Fiscal Year).

“Subordinate Obligations™ shall mean any debt obligation of the Authority issued under
the Master Subordinate Indenture and are generally defined to mean a subordinate lien
debt obligation including bonds, notes, bond anticipation notes, commercial paper notes
and other instruments creating an indebtedness of the Authority, and obligations
incurred through lease or installment purchase agreements or other agreements or
certificates of participation therein and bank repayment obligations.

Additional Bonds Test and Additional Subordinate Obligations Test
[n order to issue additional parity debt under the Master Indenture, the Authority must
comply with one of the two prongs of the Additional Bonds Test, as summarized below:

(A)  The Net Revenues for the last audited Fiscal Year or for any 12
consecutive months out of the most recent 18 consecutive months immediately
preceding the date of issuance of the proposed Series of Bonds were at least equal to
125% of the sum of the Maximum Aggregate Annual Debt Service due and payable
with respect to all Outstanding Bonds and the proposed Bonds to be issued for such
applicable period; or

(B)  Obtain a certificate prepared by a Consultant showing that the forecasted
Net Revenues are expected to be at least 125% of the Aggregate Annual Debt Service
due and payable with respect to all Outstanding Bonds and the proposed Bonds to be
issued for each year of the forecast period.

[n order to issue additional parity debt under the Master Subordinate Indenture, the
Authority must comply with one of the two prongs of the Additional Subordinate
Obligations Test, as summarized below:

(A)  The Subordinate Net Revenues for the last audited Fiscal Year or for any
12 consecutive months out of the most recent 18 consecutive months immediately
preceding the date of issuance of the proposed Series of Subordinate Obligations were
at least equal to 110% of the sum of the Maximum Aggregate Annual Debt Service due
and payable with respect to all Outstanding Subordinate Obligations and the proposed
Subordinate Obligations to be issued for such applicable period; or

(B)  Obtain a certificate prepared by a Consultant showing that the forecasted
Subordinate Net Revenues are expected to be at least 110% of the Aggregate Annual
Debt Service due and payable with respect to all Outstanding Subordinate Obligations
and the proposed Subordinate Obligations to be issued for each year of the forecast
period.
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3) Annual Debt Service Coverage Targets

4)

3)

6)

The Authority has established debt service coverage targets for its Bonds and
Subordinate Obligations in order to maintain adequate financial margins to
accommodate unexpected events given the volatile nature of the aviation industry,
preserve financial capacity for future funding needs, and maintain strong credit ratings.

The current minimum Debt Service Coverage targets are:
Bonds: 1.75x (for only senior lien bonds)
Aggregate Debt Service:

o 1.50x, based upon Net Revenues divided by Aggregate Annual Debt
Service on Bonds and Subordinate Obligations (for total debt service)

o 1.20x, based upon an alternative “revenue method” calculation
utilized by rating agencies where PFCs are added to Net Revenues
(rather than deducted from Debt Service) with the sum divided by
Aggregate Annual Debt Service for Bonds and Subordinate
Obligations '

These debt service coverage targets will be reviewed at least annually by the Authority
and its financial advisor to determine appropriate adjustments that may be necessary.

Airline Costs Per Enplaned Passenger Target

The Authority will compare its airline costs per enplaned passenger (“CPE”) with
available sources of data, including the rating agencies” median reports and a selected
peer group of airports. Due to the different ways that airports set airline rates and
charges, it is recognized that comparisons between airports can be misleading.

The Authority will regularly review and monitor CPE and seek to maintain a
competitive rate.

Debt Per O&D Enplaned Passenger Target

The Authority will compare its debt per O&D enplaned passenger with available
sources of data, including the rating agencies’ median reports. Due to the different
ways that airports finance their capital facilities, this measure is only one indicator of
debt affordability.

The Authority has established a debt (excluding special facility financing) per O&D
enplaned passenger goal of no more than $150 per enplaned passenger.

The Authority will regularly review and update this metric from time to time as may be
necessary.

Liquidity Target

Recognizing the inherently volatile nature of the aviation industry, the Authority will
maintain prudent unrestricted reserves as a backstop to be able to fund its obligations if
unforeseen events occur. The level of unrestricted reserves will be evaluated at least
annually, as part of the Authority’s budgeting and capital planning process.
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The Authority’s unrestricted reserves target (defined as the sum of unrestricted cash and
investments, unrestricted cash designated for capital projects, unrestricted long-term
investments, the O&M Reserve, and O&M Subaccount Reserve and the Renewal and
Replacement Reserve) shall be at least 500 days of budgeted operating and maintenance
expenses for the current fiscal year.

Credit Ratings Target

The Authority will seek to obtain the highest possible credit ratings on its debt,
consistent with meeting the operational and long-term development needs of the
Airport. At a minimum, the Authority seeks to maintain ratings in the category of
“Al/A+/A+" from all three rating agencies for its Senior Lien Airport Revenue Bonds.

SECTION V. TYPES OF FINANCING — DESCRIPTION AND APPROACH

1)

2)

Bonds and Subordinate Obligations of the Authority

In general, issuing senior lien debt under the Authority’s Master Indenture will achieve
the lowest borrowing costs compared to other forms of borrowing. Under the Master
Indenture, senior lien debt is defined as “Bonds”. Under the Master Subordinate
[ndenture, subordinate lien debt is defined as “Subordinate Obligations™.

Bonds issued for the Airport are limited obligations of the Authority payable solely
from and secured by a pledge of Net Revenues generated by the Airport. Subordinate
Obligations issued for the Airport are limited obligations of the Authority payable solely
from and secured by a pledge of Subordinate Net Revenues generated by the Airport.

Revenues generally include all revenues, income, receipts, and money derived from the
ownership and operation of the Airport and all gifts, grants, reimbursements, or
payments received from governmental units or public agencies, which are not restricted
by law or the payor to application for a particular purpose other than payment of bonds.
Among other things, Revenues specifically exclude:

(A)  Passenger Facility Charges (PFCs)

(B)  Released Revenues, which are an identifiable portion of Revenues that
have been excluded from Revenues after meeting certain requirements
defined in the Master Indenture

(C)  State and/or federal Grants
(D) Rental car Customer Facility Charges (CFCs)

PFC-Supported Bonds and Subordinate Obligations

The Authority intends to leverage PFCs to support investment in Airport infrastructure
and facilities. In order to do this, the Authority may make an irrevocable pledge of
PFCs to pay eligible debt service. The Authority will not include PFCs in estimates of
future revenues pledged to support Annual Debt Service unless approval for their
imposition has been obtained or is expected to be obtained from the FAA.
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Special Facility Financines

Special Facilities Obligations may be issued by the Authority to finance capital projects
and must be secured by a defined revenue stream derived from or relating to discrete
facilities such as cargo terminals or maintenance facilities. Such facilities may be
leased to one or more tenants.

The Authority may designate facilities at the Airport as Special Facilities and the
revenues therefrom as Special Facilities Revenue if such facilities or revenues meet the
following tests from the Master Indenture:

(A)  The estimated Special Facilities Revenue pledged to the payment of
Special Facilities Obligations relating to the Special Facility will be at least sufficient to
pay the principal of and interest on such Special Facility Obligations as and when the
same become due and payable, all costs of operating and maintaining such Special
Facility not paid for by the operator thereof or by a party other than the Authority and
all sinking fund, reserve or other payments required by the resolution authorizing the
Special Facility Obligations as the same become due; and

(B)  With respect to the designation of any separately identifiable existing
Airport Facilities or Airport Facility as a “Special Facility” or “Special Facilities,” the
estimated Net Revenues, calculated without including the new Special Facilities
Revenue and without including any operation and maintenance expenses of the Special
Facility as Operation and Maintenance Expenses of the Airport System, will be
sufficient so that the Authority will be in compliance with the Rate Covenant; and

(C)  No Event of Default then exists under the Indenture

[t a facility meets these tests, the Special Facilities Revenues will not be Revenues for
the period during which any Special Facilities Obligations are outstanding.

Special Facilities Obligations are limited obligations of the Authority to be repaid solely
by Special Facilities Revenues derived from or relating to a discrete facility and are not
secured by a lien on Revenues or PFC Revenues. Bonds and Subordinate Obligations
are not secured by Special Facilities Revenues.

Special Facilities Obligations may be used in lieu of issuance of Bonds or Subordinate
Obligations for financing of discrete airport facilities or airport projects that have an
independent revenue stream.

The Authority may permit tenants to undertake Special Facilities Obligations under the
following specified terms and conditions:

(A)  The financing must comply with the Master Indenture limitations on
this type of tinancing;

(B) A pledge of leasehold mortgage or security interest in the underlying
asset may be granted to the trustee or Bondholders in certain circumstances, taking
into account any value the Airport receives from the tenant in return;

(C)  Terms of bonds will be consistent with the standard terms and the
provisions of the Airport’s leasing policies;
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(D)  The Airport will not enhance the creditworthiness of Special
Facilities Obligations (for example, through the granting of a re-letting provision),
unless the Authority determines it is in the best interests of the Aitrport, taking into
account any value the Airport receives from the tenant in return:

(E)  The Special Facilities Obligations are amortized over a period that
does not exceed the lesser of: (a) 40 years; or (b) the useful life of the facility (80%
of the useful life of the facility for projects that are considered to be “private
activities” under federal tax regulations, if tax-exempt financing is used). “Bullet”
maturities may be considered if they do not exceed the lesser of: (a) the useful life of
the facility; or (b) 25 years, and are amortized on a straight line basis for purposes of
calculating amortized cost (see below);

(F) ~ The Authority reserves the right to acquire the facility at its
amortized cost and the right to require notices exercising early call redemption
provisions for the Special Facilities Obligations;

(G)  Any refinancing of assets financed with Special Facilities Obli gations
will not be permitted without the consent of the Board:;

(H)  The tenant will reimburse the Authority for all of its costs associated
with the Special Facilities Obligations;

(I The Authority may assess an annual fee for Special Facilities
Obligations;

(n Bond Counsel(s) for the Authority will review all Disclosure
documents and prepare the financing documents;

(K)  The tenant will satisfy Continuing Disclosure and arbitrage rebate
requirements and will provide the Authority with indemnities covering any exposure
the Authority may have arising from the financing;

(L)  The proposed facility must be compatible with Airport System land
and capital use plans; and

(M)  The Authority may establish minimum threshold Credit Ratings for
airlines and other parties wishing to participate in Special Facilities Obligation
financed projects. These threshold Credit Ratings will be reviewed by the Authority
from time to time.

4) Bond Anticipation Notes (“BANs™) and Grant Anticipation Notes (“GANs™

Bond Anticipation Notes (“BANs") are short-term debt instruments that will be repaid
with proceeds of an upcoming bond issue.
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Grant Anticipation Notes (“GANs”) are short-term instruments that will be repaid from
expected future Federal AIP and TSA grants or other Federal or State grants accepted
by the Authority. The FAA and TSA may issue Letters of Intent (“LOI”) to the
Authority indicating their intent, although not their commitment, to fund “long term,
high priority capacity projects” on a multi-year basis as appropriations become
available. Once an LOI is in hand, notes may be issued that are secured by the grants
anticipated to be received from the FAA and/or TSA. However, there typically must be
an ancillary source of repayment for the notes in the event grant funding is ultimately
not received.

Notes may be considered Balloon Indebtedness under the Master Indenture, which
specities that, for purposes of calculating the Aggregate Annual Debt Service of
Balloon Indebtedness, such Bonds shall be assumed to be amortized in substantially
equal annual amounts for principal and interest over a period of 30 years at an interest
rate quoted in The Bond Buyer 25 Revenue Bond Index, or such successor or
replacement index, or if that index is no longer published, another similar index selected
by the Authority. If the Authority fails to select a replacement index, the rate shall be
the rate determined by a Consultant to be a reasonable market rate for fixed-rate Bonds
of a corresponding term issued under the Master Indenture. [ssuance of BANs and
GANSs should not occur in amounts or result in amortization that would result in the
failure by the Authority of its ability to satisfy its rate covenants and the debt coverage
goals contained in this Policy.

Capital Appreciation Bonds and Zero Coupon Bonds

The Authority will not issue capital appreciation bonds or zero coupon bonds unless the
Authority has determined, quantified and demonstrated that there is a significant benefit
over traditional structures.

Commercial Paper

Commercial Paper is a short-term obligation with maturities ranging from 1 to 270 days.
The payment when due of principal and interest on each series of the Notes also is
secured by separate irrevocable, direct-pay letters of credit.

The Authority may refinance, refund or purchase outstanding Commercial Paper by
issuing new Commercial Paper, by issuing Bonds, or by using available Authority
funds.

For purposes of calculating Aggregate Annual Debt Service for a Commercial Paper
Program, the principal and interest shall be calculated as if the entire Authorized
Amount of such Commercial Paper Program were to be amortized over a term of 35
years commencing in the year in which such Commercial Paper Program is
implemented and with substantially level Annual Debt Service payments.
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The interest rate used for such computation shall be that rate quoted in The Bond Buyer
25 Revenue Bond Index, or such successor or replacement index, for the last week of
the month preceding the date of calculation as published by The Bond Buyer, or if that
index is no longer published, another similar index selected by the Authority, or if the
Authority fails to select a replacement index, that rate determined by a Consultant to be
a reasonable market rate for fixed rate Subordinate Obligations of a corresponding term
issued under the Indenture on the date of such calculation, with no credit enhancement
and taking into consideration whether such Subordinate Obligations bear interest which
is or is not excluded from gross income for federal income tax purposes.

Any outstanding Commercial Paper anticipated to be paid off and not reissued within
the current fiscal year shall be excluded from any calculations of variable rate exposure
for internal debt management purposes.

The Authority may issue Commercial Paper as sources of interim financing for capital
projects. Before issuing such Commercial Paper notes, the take out of such Commercial
Paper must be anticipated in the financing plan and determined to be feasible and
advantageous by the Authority.

7) Floating Rate Notes

Floating Rate Notes (FRNs) are notes that have a variable coupon, equal to a money
market reference rate, such as SIFMA (Securities Industry and Financial Markets
Association) or LIBOR (the London Interbank Offered Rate), plus a spread. The
spread is a rate that remains constant. At the beginning of each coupon period, the
coupon is calculated by taking the fixing of the reference rate for that day and adding
the spread. Because the coupon resets based on a short-term index, the issuer is
exposed to rising interest rates unless it has swapped the debt to a fixed rate. However,
unlike variable rate demand obligations or Commercial Paper, FRNs are not supported
by a bank liquidity facility, and therefore do not pose short-range liquidity/refinancing
risk to the issuer.

The Authority may issue FRNs as a source of interim financing for capital projects.
Before issuing such FRNs, the take out of such notes must be anticipated in the
financing plan and determined to be feasible and advantageous by the Authority.

8) Equipment Leases

Equipment leases are basically loans pursuant to which the lender buys and owns
certain equipment (e.g., jet bridges, baggage systems, flight and baggage information
display systems) and then "rents" it to the Authority at a flat monthly rate for a specified
number of months. At the end of the lease, the Authority may purchase the equipment
for its fair market value (or a fixed or predetermined amount), continue leasing, lease
new equipment or return the equipment. The Authority may explore equipment leases as
a financing vehicle and alternative to debt if the terms and conditions of the lease
(including the interest rate charged) are more favorable.
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9) Installment Payment Agreement

The Authority may also finance certain facilities under an agreement with a third-party
whereby the third-party funds the investment in the facility and the Authority agrees to
pay the third party as rental/payment for the use and occupancy of the facility specific
installment payments. The installment payments would be made from the Authority’s
available funds after payment of all Operation and Maintenance Expenses, all funds
necessary to pay debt service on and to fund the reserves for the Authority’s
Outstanding Senior and Subordinate Debt Obligations and amounts necessary to fund
the Authority’s Operation and Maintenance Reserve Subaccount and Renewal and
Replacement Subaccount in accordance with the Master Trust Indenture.

10) Direct Loans

The Authority may also enter into a direct loan with a financial institution to meet
certain of its financing needs. A direct loan is made directly with a financial institution
and may be a fixed or variable product. The Authority may use direct loans as interim
or permanent financing for capital projects or to refinance outstanding debt.

SECTION V1. FEATURES OF LONG-TERM DEBT

1y
T

The Vice President/CFO Finance-and-AssetManageme +will recommend to the Board
the structure and term of long-term debt according to the general policies described below.

1) Selection of Final Maturity and Amortization of Principal

The final maturity of borrowings should not exceed, and preferably be less than, the
projected economic life of the improvements that are financed or such shorter period as
required by Federal tax law, if tax-exempt debt has been used.

2) Use of Capitalized Interest
The Vice President/CFO Finance-and-Asset-Management/ Treasurer will evaluate
whether or not to capitalize the early years’ interest cost in a bond issue by taking into

account the impact this action would have on the size of the bond issue, future Annual
Debt Service requirements, accounting treatments and budgetary impacts.

3) Tax Status
The Vice President/CFO Finanee-and Asset-ManagementFreasurer will evaluate
whether or not to issue taxable bonds in lieu of bonds that are subject to the Alternative
Minimum Tax (AMT) for certain maturities for private activity financing needs. In

some market conditions, the cost for taxable debt may be less than the cost for AMT
bonds for certain maturities.

4)  Sizing of Debt Service Reserve Funds

Except in limited circumstances, the Master Indenture and the Master Subordinate
Indenture require either the funding of'a common Debt Service Reserve Fund in an
amount sufficient to satisfy the reserve requirement for all existing and proposed Bonds
or Subordinate Obligations under the respective master indenture participating in such
master reserve fund, or the funding ot a Debt Service Reserve Fund in an amount
sufficient to satisfy the reserve requirement for only the proposed issue.
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With each issuance of Bonds or Subordinate Obligations, the Vice President/CFO .
Fianee-and-Asset-Management/Treasurer will compare the costs of funding required
increases to the reserve requirement from bond proceeds with the costs of satistying the
reserve requirement through the use of a reserve fund surety. The potential effect on
credit ratings will also be considered when comparing reserve requirement funding
alternatives.

Selection of Redemption Provisions

Redemption provisions will be established on a case-by-case basis, taking into
consideration market conditions and the results of a call option analysis prior to the time
of sale.

The issuance of non-callable Bonds or Subordinate Obligations should be considered
only in special circumstances based upon the specific transaction. Because the issuance
of non-callable debt may restrict future financial flexibility, cost will not be the sole
determinant in the decision to issue non-callable bonds. The preference of the
Authority is to issue debt with standard redemption provisions.

Use of Discount Bonds

Prior to issuing Bonds or Subordinate Obligations at a dollar price less than 97.0% of
par, the Vice President/CFO Finance-and-Asset-Management/Treasurer will request
from the financial advisor an analysis of the reduced option value resulting from the
assignment of a lower interest coupon. The Authority will consider issuing the discount
debt, where permissible under tax law, if the present value debt service savings
provided by the lower interest coupon is greater than the reduction in call option value.
Other benefits such as the participation of new investors will be an additional
consideration.

Use of Premium Bonds

Prior to issuing Bonds at a dollar price greater than par, the Vice President/CFO .
Finaneeand-Asset-Management/Treasurer will request from the Authority’s financial
advisor a brief cost/benefit analysis of the interest saved using premium debt versus
other possible pricing structures.

Minimum Criteria for Debt Financing Equipment Items

The Authority will not issue long-term debt to finance individual items of equipment
with a useful life less than five (5) years, except under a master lease program.

SECTION ViI. REFUNDING OPPORTUNITIES

The Vice President/ CFO ;Finanee-and-Asset-Management/Treasurer and the Authority’s financial
advisor will monitor refunding opportunities for all outstanding debt obligations on a periodic basis
applying established criteria in determining when to issue refunding bonds for debt service savings.
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(It is acknowledged that refunding issues may be executed for reasons beyond economic purposes,
such as to restructure debt service, to change the type of debt instruments being used, or to retire a
bond issue and indenture in order to remove undesirable covenants.) The refunding criteria will
include a comparison of expected present value savings with the option value of the existing
callable bonds. Generally, the Authority will pursue refunding opportunities if the expected net
present value savings provide sufficient compensation for the exercise of the optional redemption
provision. Recommendations as to the sufficiency of the net present value savings will be provided
by the Authority’s financial advisor.

An Advance Refunding involves refunding tax-exempt bonds more than 90 days in advance of the
bond’s first optional redemption date. Currently, only Governmental Purpose tax-exempt bonds (as
that term is defined in the Internal Revenue Code) may be advance refunded. An Advance
Refunding is an important debt management tool for the Authority. Advance Refundings are
commonly used to achieve interest cost savings, to remove or change burdensome bond covenants
or to restructure future debt service payments. For bonds issued after December 3 1, 1985, only one
Advance Refunding of Governmental Purpose tax-exempt bonds may occur under Federal tax law
and thus the Authority must carefully evaluate the appropriateness of Advance Refunding when an
opportunity arises. A current refunding involves issuing refunding bonds no earlier than ninety
(90) days prior to the bond’s optional redemption date. Federal tax law does not limit the number
of current refundings of any bond.

The Authority will anticipate the potential for Advance Refundings when issuing new debt.
Careful attention will be given to pricing considerations that will affect future Advance Refunding
flexibility such as optional redemption provisions and interest characteristics.

The following considerations apply when the Authority considers refunding opportunities:

1) Monitor Potential Savings:

The Vice President/CFO —Finanee-and-Asset- Management/Freasurer, with the
assistance of the Authority’s financial advisor, will monitor on an ongoing basis
potential savings available by refinancing outstanding debt of the Authority. Savings
will be analyzed on a present value basis by using a percentage of the refunded par
amount. All costs and benefits of the refinancing will be taken into account.

2) Target Savings Amounts:

A present value analysis must be prepared to identify the economic effect of any
proposed refunding. To proceed with a refinancing for economic savings, the Authority
will evaluate the net present value savings as a percentage of the refunded par amount
relative to the time to the first call date of the bonds and the maturity date of the bonds,
using the following guidelines:
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to Maturity Date

of the Bonds
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Years to the first Call Date

After the First | to 3 Years More than 3
Call Date to Up | Before the First | Years Before the
to 1 Year Before Call Date First Call Date
0-5 Years 0.5% 1.0% 2.0%
6-10 Years 1.0% 2.5% 4.0%
11-20 Years 3.0% 4.0% 5.0%

3) Other Considerations:

Some refundings may be executed for other than economic purposes, such as to
restructure debt, to change the type of debt instrument, or to retire a bond issue and
indenture for more desirable covenants. In addition, if the benefits outweigh the costs
and the refunding opportunity would otherwise be lost, the Authority may proceed with
a refunding that has economic benefit but does not meet the criteria stated above in the
“Target Savings Amount” paragraph above,

4) Non-Traditional Refundings:

Refundings executed with non-traditional structures such as swaps, require a full
analysis of the benefits and risks, and may require higher economic benefits.

SECTION VIII. ISSUANCE OF VARIABLE RATE DEBT

Variable Rate Debt typically is issued for a term of up to 30 years, although the interest rate on this
debt instrument is reset daily, weekly, monthly or less commonly, periodically.

The Authority recognizes that variable rate securities are a useful debt management tool that
traditionally has had lower interest rate costs than fixed rate debt. The Authority’s current goal is
to maintain a debt program which may include both fixed and variable rate debt, as well as

Commercial Paper.

1) Purposes of Variable Rate Debt

The Vice President/CFO ~Finanee-and-Asset Management/Treasurer may recommend
that variable rate securities be issued for the following purposes:

(A)

[nterim Financing Tool

The Authority may consider issuing Variable Rate in connection with its
major debt-financed capital projects, especially when interest rates
associated with a fixed rate, long term borrowing far exceed the interest rates
that can be earned on the construction and capitalized interest funds
(resulting in a significant amount of negative arbitrage). Because Variable
Rate Debt can be retired or redeemed without penalty, these instruments may
better suit circumstances where a refunding or restructuring of a potential
debt issue is likely for any reason, (for example, if a change in use of the
facility to be funded may reasonably be anticipated, or if grant or another
source of funds may be obtained to substitute for bond funding).
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Certain variable rate products—most notably, Commercial Paper—can be
issued incrementally as funds are needed to finance current construction, and
can reduce the long-term cost of construction financing.

(B)  Statement of Net Position Management Tool

The maintenance of Variable Rate Indebtedness and Commercial Paper
liabilities at a level that takes into consideration the amount of short-term
assets maintained by the Authority prudently reduces the Authority’s risk of
exposure to changes in interest rates. Since the Authority invests its free
cash balances in short term instruments, it is exposed to interest rate
fluctuations at the short end of the yield curve. Conversely, a large portion
of its liabilities are in the form of long term, fixed-rated debt. When interest
rates fall, the Authority’s assets earn less, while its liabilities are fixed.
Offsetting this exposure by better matching the variability of earnings on its
assets with variable, rather than fixed, rate liabilities serve as a hedge against
interest rate risk and reduces the overall cost of funds.

(C)  Diversity Investor Base to Lower Costs

Typically, variable rate debt is sold to a different segment of investors than
long-term fixed rate bonds. By tapping short-term investors, an issuer
broadens and diversifies its investor base. By becoming a familiar and
respected credit among short-term investors, the Authority will be in a better
position to gain access to these buyers at those times when it is less
advantageous to borrow in the fixed-rate market.

(D)  Management of Negative Arbitrage

Issuing debt in a variable rate mode reduces or at times may even eliminate
negative arbitrage in Construction, Capitalized Interest and Debt Service
Reserve Funds. (See “A” above)

2) Criteria for Use of Variable Rate Debt

The Authority’s net variable rate debt composition (defined as variable rate debt less
unrestricted cash reserves) excluding interim financings (defined as financings the
Authority intends to take out with permanent long term financings) will not exceed the
greater of 15% of total debt or $100 million.

Statement of Net Position Risk Mitigation - In determining the appropriate amount of
variable rate debt to be issued for risk mitigation purposes, the following factors should
be taken into account, and analyzed on the basis of the funds that will be repaying the
debt:

(1) The historic average of cash balances analyzed over the course of
several prior fiscal years.

(11) Projected cash balances based on known demands on the given fund.
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(i) Any basis risk, such as differences in the performance or average life
of the Authority’s investment vehicle (e.g., swaps, as discussed in Section IX) and
the variable rate debt instrument.

3) Diversification of Remarketing Agents and Counterparties

In selecting remarketing agents for variable rate debt, the Authority will seek to choose
a diversity of remarketing agents to better foster competition. For similar reasons, the
Authority will seek to diversify its counterparties when selecting institutions to provide
liquidity or credit enhancement for Airport variable rate debt.

4) DBudgeting
The Vice President/CFO —Eina iee-and-Asset-ManagementJreasurer will determine the
appropriate method for budgeting the interest cost of variable rate debt by considering

historic interest rates, projected interest rates and the effect of risk mitigation products
such as interest rate swaps or caps.

5) Monitoring and Reporting

The Vice President/CFO Hinanee-and-Asset-ManagementTreasurer will monitor the
performance of actual interest rates on variable rate debt and periodically report the
results. Reports will be prepared in accordance with Generally Accepted Accounting
Principles (GAAP) and with rules promulgated by the General Accounting Standards
Board (GASB). With the assistance of its financial advisor, the Vice President/CFO .
Finanee-and-Asset-Management/Treasurer will regularly review the performance of the
individual remarketing agents in relation to other remarketing agents, similar programs
and market indices.

SECTION IX. DERIVATIVES

The Authority has adopted and will maintain a separate policy for derivatives (Policy 4.21 “Policy
Regarding the Use and Management of Derivative Products™).

SECTION X - METHOD FOR SALE OF DEBT

There are two methods of issuing debt obligations: a Competitive Sale and a Negotiated Sale. In a
Competitive Sale, Underwriters submit sealed bids, and the Underwriter or Underwriting Syndicate
with the lowest True Interest Cost (TIC) is awarded the sale. In a Negotiated Sale, the Underwriter
or Underwriting Syndicate is selected through a Request for Proposal (RFP) process. The interest
rate and Underwriter’s fee are negotiated prior to the sale, based on market conditions,

It is usually not feasible to issue bonds through a Competitive Sale for certain types of financings,
such as Variable Rate Debt, Commercial Paper and specialized financings like Special Facility
Revenue Bonds. Further, there are factors (e.g., flexibility as to timing and the mix of the
underwriting syndicate) that support the use of a Negotiated Sale. Still, a competitive process
should be used to choose the appropriate Underwriter and financing team to ensure the most
qualified firms are used for a specific financing. The current policy of the Authority establishes a
preference for Negotiated Sales of its Bonds.

Page 16 of 27



POLICY SECTION NO. 4.4()

Role of Underwriters in Negotiated Sale

The Authority expects its underwriters to: 1) participate in a valuable and significant way with
respect to the structuring and pricing of each debt issue and sales performance; 2) cooperate fully
with other financing team members in a way that provides the maximum benefit to the Authority;
and 3) attend meetings, when requested, related to the issuance of debt.

The book running senior manager, in conjunction with the financial advisor, is responsible for
developing a time and responsibility schedule that will allow for the timely and successful
completion of the financing. The book running senior manager is responsible for communicating
the Authority’s plan of finance and timing to the other managing underwriters in the syndicate.

Underwriter Selection in Negotiated Sale

The Authority may select underwriters for an individual financing or to serve as part of a pre-
qualified pool of underwriters available for appointment for anticipated financings. In either case,
the Authority would conduct a competitive selection process, which should include:

e Developing an RFP that meets the financial and policy goals of the Authority.
e Meeting the Authority procurement requirements.

e Circulating the RFP to a wide range of Underwriters (e.g. national and regional firms, DBE
and majority firms, and firms that specialize in certain types of debt).

e Diligently evaluating the Underwriters’ proposals received in response to the RFP.
o Conducting follow-up interviews with any or all of the proposing firms (optional).

o Selecting candidates to be recommended for appointment to an individual financing or to an
Underwriter pool.

Should the Board appoint underwriters to a pre-qualified pool after an RFP process, the Vice
President/CFO ;Finanee-and-Asset-Management/Treasurer may recommend such firms for
appointment to specific financings, without a subsequent RFP process.

SECTION XI. INVESTMENT OF BOND PROCEEDS

The Authority shall invest proceeds generated through the issuance of debt in compliance with the
terms of eligible investments under the relevant bond indenture and related bond documents; its
[nvestment Policy; and applicable state laws.
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SECTION XII. COMPLIANCE WITH FEDERAL TAX LAW AND MARKET DISCLOSURE

OBLIGATIONS

1)

2)

3)

Compliance with Federal Tax Law

The Vice President/CFO —Finanee-and-Asset-ManagementTreasurer shall establish a
system of record keeping and reporting to meet the arbitrage rebate compliance
requirements of the Federal tax code and ensure compliance with other Federal tax
regulations and post-issue compliance as required by Bond Counsel at the time of
issuance of the debt. This effort shall include tracking expenditures of bond proceeds to
ensure such expenditures comply with federal tax law requirements, tracking investment
earnings on proceeds, retention of a rebate consultant to prepare and calculate rebate
payments in compliance with tax law and remitting any earnings subject to rebate to the
Federal government in a timely manner in order to preserve the tax-exempt status of the
Authority’s outstanding debt issues that have been issued on a tax-exempt basis.

The Authority will comply with all covenants contained in tax certificates.

Trustee banks have been appointed for the Authority’s outstanding debt. The trustees
shall perform all functions and duties required under the terms and conditions set forth
in the respective bond indentures and trust agreements, including maintaining records of
fund balances and investments.

Initial Disclosure

The Authority acknowledges its responsibilities under the securities laws to avoid
material misstatements and omissions in offering documents used in the marketing of
Authority debt. The Vice President/CFO Finance-and-Asset-Management/Treasurer
shall manage and coordinate the disclosure documentation preparation process and shall
establish a system of procedures to ensure the preparation of appropriate disclosure
documentation when required, with assistance from the Authority’s General Counsel
and the Authority’s Bond and/or Disclosure Counsel. When necessary, the Vice
President/CFO —Finanece-and-Asset-Management/Treasurer shall provide training
covering new developments and disclosure responsibilities to staff members.

Continuing Disclosure

To assist Underwriters to comply with Securities and Exchange Commission (“SEC™)
Rule 15¢2-12, except where exceptions apply, the Authority has entered into and
expects in the future to enter into additional continuing Disclosure undertakings. The
Authority is required to provide 1) Annual Reports, containing the Authority’s audited
financial statements as well as updates of operating and financial data included in the
Authority’s offering documents, and 2) notices of certain enumerated events.

i) Notice of the occurrence of any of the following events shall be given, or caused to
be given by the Authority, with respect to any bonds, not later than ten business
days after the occurrence of the event:
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(A)  Principal and interest payment delinquencies:

(B)  Unscheduled draws on the Debt Service Reserve Funds reflecting financial
difficulties;

(C)  Unscheduled draws on credit enhancements reflecting financial difficulties;
(D)  Substitution of credit or liquidity providers, or their failure to perform:

(E)  Adverse tax opinions with respect to the tax status of any bonds or the
issuance by the Internal Revenue Service of proposed or final determination
of taxability or of a Notice of Proposed Issue (IRS Form 5701 TEB) with
respect to any bonds;

(F) Tender offers;
(G)  Defeasances;
(H)  Rating changes; or

(D) Bankruptcy, insolvency, receivership or similar event of the obligated
person:

Note: for the purposes of the event identified in subparagraph (1), the event is
considered to occur when any of the following occur: the appointment of a receiver, fiscal
agent or similar officer for an obligated person in a proceeding under the U.S. Bankruptcy
Code or in any other proceeding under state or federal law in which a court or governmental
authority has assumed jurisdiction over substantially all of the assets or business of the
obligated person, or if such jurisdiction has been assumed by leaving the existing
governmental body and officials or officers in possession but subject to the supervision and
orders of a court or governmental authority, or the entry of an order confirming a plan of
reorganization, arrangement or liquidation by a court or governmental authority having
supervision or jurisdiction over substantially all of the assets or business of the obligated
person.

(ii) Notice of the occurrence of any of the following events with respect to any bonds, if
material, shall be given, or caused to be given by the Authority, not later than ten
business days after the occurrence of the event:

(A)  Unless described in paragraph 3(i)(E), adverse tax opinions or other material
notices or determinations by the Internal Revenue Service with respect to the tax status of
any bonds or other material events affecting the tax status of any bonds;

(B)  Modifications to rights of the owners of any bonds;
(C) Optional, unscheduled or contingent bond calls;

(D)  Release, substitution or sale of property securing repayment of any bonds;
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(E)  Non-payment related defaults;

(F) The consummation of a merger, consolidation, or acquisition involving an
obligated person or the sale of all or substantially all of the assets of the obligated person,
other than in the ordinary course of business, the entry into a definitive agreement to
undertake such an action or the termination of a definitive agreement relating to any such
actions, other than pursuant to its terms; or

(G)  Appointment of a successor or additional trustee or the change of name of a
trustee;

SECTION XIII. RATINGS AGENCIES AND INVESTOR RELATIONS

The Vice President/CFO Einanee-and-Asset- Manaseme asurer shall be responsible for
implementing and managing the Authority’s Credit Rating agency relationship. The Authority
recognizes the importance of immediate and timely Disclosure of relevant financial and program
information concerning its debt programs to the rating agencies and pursuant to its continuing
disclosure undertakings. This effort shall include periodic meetings with the rating agencies and
shall provide the rating agencies with the Authority’s annual budget projections, financial
statements and other relevant information.

The Vice President/CFO Finance-and-Asset- Management/Treasurer shall be responsible for
implementing and managing the Authority’s investor relations program. The Authority shall
attempt to promptly respond to any reasonable inquiry from an institutional or retail investor
concerning information generally available to the investing public.

SECTION XIV. AMENDMENTS TO DEBT ISSUANCE AND MANAGEMENT POLICY

The Policy codifies and explains the guidelines and the policies that govern existing and anticipated
debt obligations of the Authority. In addition, the Policy sets forth certain financial management
practices in capital budgeting that will enhance the Authority’s ability to manage its projected debt
issuance. The Policy will require changes and modifications over time. The Vice President/CFO) -
Finaneeand-Asset-ManagementTreasurer shall be responsible for ensuring the policy is current
and will review the Policy annually, at a minimum. In the event that changes to the Policy are
necessary, the Vice President/CFO —Finanee-and-Asset-Management/Treasurer shall propose such
changes to the President/CEO. Upon President/CEO approval, the proposed amended Policy will
be submitted to the Board requesting approval.
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GLOSSARY

Additional Bonds Test: The earnings test which must be satisfied under the provisions of a revenue
bond contract before bonds of an additional issue having the same lien on a pledged revenue source
can be issued. Typically, the test required that historical or future estimated pledged revenues
exceed total debt service (existing and proposed) by a certain ratio. The test provides protection to
investors that the bond issuer will not issue additional parity bonds without providing ample
security to the investors in the previous financing(s).

Advance Refunding: A refunding that occurs more than 90 days in advance of the first optional
redemption date. Under current IRS regulations, Governmental Purpose tax-exempt bonds issued
after December 31, 1985 are permitted only one advance refunding. Additionally, certain private
activity bonds may not be advanced refunded.

Airline Costs per Enplaned Passenger (“CPE”): A comparative statistic used to demonstrate the
affordability of airline operations at an airport. CPE is often used in the process of determining the
credit quality of an issue. It is typically calculated as total passenger airline revenue divided by the
number of enplaned passengers in any fiscal year.

Airport Revenue Bonds: Airport Revenue Bonds (also known as General Airport Revenue Bonds,
or “GARBs”) are bonds issued pursuant to the terms of a trust indenture or ordinance which are
secured either by a pledge of gross or net airport revenues.

Alternative Minimum Tax: Other than for certain private activity bonds issued during the AMT
“waiver” period authorized by the American Recovery and Reinvestment Act of 2009 (“ARRA™),
interest on tax-exempt private activity bonds issued after August 7, 1986 (other than bonds for
501(c)(3) organizations and refundings of pre-August 8, 1986 bonds) is generally subject to the
Alternative Minimum Tax (“*AMT") as a specific item of tax preference. ARRA exempted new
money and certain refundings of private activity bonds issued in 2009 and 2010 from the AMT
penalty.

Amortization: The process of paying the principal amount of an issue of securities by periodic
payments either directly to holders of the securities or to a sinking fund for the benefit of security
holders.

Arbitrage: With respect to the issuance of municipal securities, arbitrage usually refers to the
difference between the interest paid on tax-exempt bonds and the interest earned by investing the
proceeds of the bonds in higher-yielding taxable securities. Federal income tax laws generally
restrict the ability to earn arbitrage in connection with tax-exempt bonds.

Arbitrage Rebate: A payment made by an issuer to the federal government in connection with an
issue of tax-exempt bonds. The payment represents the amount, if any, of arbitrage earnings on
bond proceeds and certain other related funds, except for earnings that are not required to be
rebated under limited exemptions provided under the Internal Revenue Code. An issuer generally
is required to calculate, once every five years during the life of its bonds, whether or not an
arbitrage rebate payment must be made.

Balloon Maturity: A bond structure wherein the principal amount becomes due and payable on one
date, generally at the end of the bond term.
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Basis Point: Yields on bonds are usually quoted in increments of basis points. One basis point is
equal to 1/100 of one (1%) percent. For example, the difference between 6.00% and 6.50% is 50
basis points.

Bond Counsel: A law firm retained by the bond issuer to give a legal opinion that the bond issuer
is authorized to issue proposed securities, the bond issuer has met all legal requirements necessary
for issuance, and interest on the proposed securities will be exempt from federal income taxation
and, where applicable, from state and local taxation. Usually, bond counsel will prepare
authorizing resolutions and ordinances, trust indentures and other bond documents with the
exception of the Official Statement.

Bondholder: The owner of a municipal bond. The owner of a bearer bond is the person having
possession of it, while the owner of a registered bond is the person whose name is noted on the
bond register.

Bond Insurance: Insurance which guarantees the timely payment of principal and interest of either
an entire bond issue or specified maturities. In exchange for payment of the bond insurance
premium, a higher credit rating (historically, AAA) is assigned to the insured bonds and a lower
cost of funds is attained. With a competitive sale, generally the bidding dealer bears the cost of
insurance to the benefit of the firm’s bid. The bond issuer pays the cost of bond insurance from
bond proceeds with a negotiated sale.

Bond Purchase Agreement: The contract between the Syndicate and the bond issuer setting forth
the final terms, prices and conditions upon which the Syndicate will purchase a new issue.

Book Running Senior Manager: The managing underwriter that controls the book of orders for the
transaction and is primarily responsible for the successful execution of the transaction.

Broker-Dealer: A securities firm engaged in both buying and selling securities on behalf of
customers and also buying and selling securities on behalf of its own account.

Build America Bonds (“BABs”): Taxable municipal bonds that carry special tax credits and federal
subsidies for either the bond issuer or the bondholder. The most widely used version was
authorized under the American Recovery and Reinvestment Act (“ARRA”) that allowed BABs to
be issued in 2009 and 2010 with a 35% of interest subsidy to the issuer received as direct payments
from the federal government. The proceeds of BABs authorized under ARRA could only be used
to fund non-private activity, governmental purposes.

Bullet Maturity: See Balloon Maturity.

Callable Bond: A bond where the bond issuer is permitted to redeem it before the stated maturity
date at a specified price by giving notice of redemption in the manner specified in the bond
document.
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Capital Appreciation Bond: A municipal security on which the investment return on an initial
principal amount is reinvested at a stated compounded rate until maturity, at which time the
investor receives a single payment (the “maturity value”) representing both the initial principal
amount and the total investment return. It differs from a Zero Coupon Bond in that only the initial
principal amount is counted against an issuer’s statutory debt limit, rather than the total par value at
maturity.

Capitalized Interest: A portion of the proceeds of an issue which is set-aside to pay interest on the
bonds for a specified period of time. Interest is commonly capitalized during the construction
period of a revenue-producing project.

Commercial Paper: Short-term (1 to 270 days) promissory notes usually issued to provide for
interim financing of projects through the construction period and backed by a letter or line of credit
from a commercial bank. Following the completion of the projects, principal and interest due on
commercial paper is often redeemed through the issuance of long-term refunding bonds.

Competitive Sale: The sale of a new issue of bonds by an issuer through a bidding process where
underwriters are awarded the bonds on the basis of offering the lowest cost of funds for the issuer
usually as measured on a true interest cost (TIC) basis. The bid parameters for the public sale are
established in the notice of sale or notice inviting bids.

Credit Enhancement: The use of the credit of an entity other than the issuer to provide additional
security in a bond or note financing. This term typically is used in the context of bond insurance,
letters of credit and other similar facilities.

Credit Ratings: Evaluations of the credit quality of bonds made by independent ratings services
such as Moody’s Investors Service, Standard & Poor’s Ratings Group and Fitch. Credit ratings are
intended to measure the probability of timely repayment of principal and interest on municipal
securities. Credit ratings are assigned before issuance of the bonds and are periodically reviewed
or may be amended to reflect changes in the issuer’s credit position. Bonds with investment grade
ratings are assigned credit ratings between Baa3/BBB- and Aaa/AAA.

Current Refunding: A current refunding involves refunding bonds within 90 days of the bond’s
first optional redemption. Federal tax law does not limit the number of current refundin gs of any
tax-exempt bond.

Customer Facility Charge (CFC): A fee imposed by a car rental company upon a car rental
customer arriving at the airport and renting a vehicle from an on-airport or off-airport car rental
company serving the airport. The CFC is collected by the car rental company generally for use by
the airport in funding rental car facility-related projects or debt associated with such projects.

Debt Ratios: Comparative statistics showing the relationship between a bond issuer’s outstanding
debt and factors affecting repayment. Such ratios are often used in the process of determining the
credit quality of an issue. Examples of debt ratios applied to airport bonds include:
debt/revenues/costs per enplaned passenger, debt service coverage ratio, utilization per gate,
operating ratio and net takedown.
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Debt Service: The amount due for repayment of interest and principal on outstanding debt,
including required contributions to a sinking fund for term bonds. Debt service may be computed
on a bond year, fiscal year or calendar year basis.

Debt Service Coverage: The ratio of Net Revenues annually available to pay debt service on bonds
to the annual debt service requirement. This ratio is one indicator of the credit quality of a bond
issue. For example, a coverage ratio of “1.50x" means that for every $1.00 of annual debt service,
the bond issuer has $1.50 of annual net revenues.

Debt Service Reserve Fund: The fund in which moneys are placed which may be used to pay debt
service if Net Revenues are insufficient to satisfy the debt service requirements. The size of this
fund is generally established by the reserve requirement, which is generally equal to the lesser of:
(1) 10% of new issue par, (ii) maximum annual debt service (debt service is amount due on existing
and proposed debt for a common debt service reserve fund), and (iii) 125% of average annual debt
service (debt service is amount due on existing and proposed debt for a common debt service
reserve fund).

Debt Service Reserve Fund Surety Policy: A debt service reserve fund insurance policy provided
by a highly-rated municipal bond insurer or a letter of credit provided by a highly-rated commercial
bank which guarantees the funding of the reserve requirement.

Defeasance: Bonds for which the payment of debt service has been assured through the structuring
of a portfolio of government securities, the principal and interest on which will be sufficient to pay
debt service on the outstanding bonds. The rights and interest of the bondholders and of their lien
on pledged revenues is terminated in accordance with the bond documents through a defeasance.
Defeasance usually occurs through the issuance of refunding bonds.

Disclosure: From the perspective of the bond issuer, it is taken to mean the dissemination of
accurate and complete information material to an existing or proposed bond issuance which an
investor is likely to consider important in making an investment decision. The material facts
pertinent to a new bond offering are disclosed in the Official Statement.

Disclosure Counsel: A law firm retained by the bond issuer to prepare the Official Statement and
provide a 10b-5 opinion.

Discount Bond: A bond sold for less than its face value as a result of the yield exceeding the
coupon rate.

Financial Advisor: A consultant who advises the bond issuer on matters such as bond structure,
timing, marketing, pricing, documentation and credit ratings. The consultant may also provide
non-bond related advice relating to capital planning and investment management.

Fixed Rate Debt: Securities with an interest rate that is established for the life of the securities.

Forward Refunding: A Forward Refunding is an agreement, usually between an issuer and the
underwriter, whereby the issuer agrees to issue bonds on a specified future date and an underwriter
agrees to purchase such bonds on such date. The proceeds of such bonds, when issued, are
generally used to refund the issuer's outstanding bonds.
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Group Net Order: An order for bonds submitted by a Syndicate member in which the takedown is
distributed to Syndicate members according to their respective liability shares in the issue,

Interest Rate Risk: The risk associated with changes in general interest rate levels or Yield Curves
(see Yield Curves below).

Letter of Credit: A commitment usually made by a commercial bank to honor demands for timely
payment of debt service upon compliance with pre-established conditions and/or the occurrence of
certain events specified in the agreement between the bank and the issuer of the debt. Letters of
credit are often issued as additional sources of security for issues of notes, commercial paper or
bonds, with the bank issuing the letter of credit committing to pay debt service on the bonds. Debt
issued with a letter of credit may be assigned the credit rating (short- and/or long-term) of the letter
of credit provider. Letters of credit may also provide liquidity support for such debt issues.

Master Indenture: The Trust Indenture that governs all the senior lien bond obligations of the
Issuer.

Master Subordinate Indenture: The Trust Indenture that governs all the subordinate lien bond
obligations of the issuer.

Negotiated Sale: The sale of a new issue of bonds by an issuer through an agreement with an
underwriter or underwriting Syndicate selected by the issuer. Bonds are generally sold on a
negotiated basis when market conditions, issue structure or issue credit quality indicate that a
competitive sale would result in higher borrowing costs for the issuer.

Official Statement: A document published by the bond issuer, and often prepared by Disclosure
Counsel, which discloses material information on a new bond issue including the purpose of the
issue, source of repayment, bond covenants as well as financial, economic, demographic and legal
characteristics of the bond issuer. The Official Statement is used by investors to determine the
credit quality of the bond issue. An Official Statement is deemed preliminary prior to the
determination of the interest rates on the bond issue.

Parity Bonds: Two or more subsequent issues of bonds which have the same priority of claim or
lien against pledged revenues.

Passenger Facility Charge (PFC): A fee, in amounts up to $4.50, assessed to enplaned passengers
at commercial airports controlled by public agencies. Airports use these fees to fund FAA-
approved projects that enhance safety, security, or capacity; reduce noise; or increase air carrier
competition. Federal law limits use of PFC funds strictly to the above categories.

Premium Bond: A bond sold for greater than its face value as a result of the coupon rate exceeding
the yield.

Redemption Provisions: Terms set out in the bond documents which give the bond issuer the right
or requirement to redeem or “call” all or a portion of an outstanding issue of bonds prior to their
stated dates of maturity at a specified price.
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Remarketing Agent: A broker-dealer responsible for reselling to new investors securities (such as
variable rate demand obligations and other tender option bonds) that have been tendered for
purchase by their owner. The remarketing agent also typically is responsible for resetting the
interest rate for a variable rate issue and also may act as tender agent.

Retail Order: An order for bonds placed by an individual or, as determined by the bond issuer, a
retail order may also include an order placed by a bank trust department or an investment advisor
for an individual.

Secondary Market Disclosure: Disclosure of information relating to outstanding municipal
securities made following the end of the underwriting period by or on behalf of the issuer of the
securities.

Securities and Exchange Commission (SEC): The Federal agency responsible for supervising and
regulating the securities industry. In general, municipal securities are exempt from the SEC’s
registration and reporting requirements. Brokers and dealers in municipal securities, however, are
subject to SEC regulation and oversight. The SEC also has responsibility for the approval of
Municipal Securities Rulemaking Board (MSRB) rules, and has jurisdiction, pursuant to SEC Rule
10b-5, over fraud in the sale of municipal securities.

SEC Rule 15(¢c)2-12: A regulation of the SEC which requires underwriters participating in primary
offerings of municipal securities of $1,000,000 or more (i) to obtain, review, and distribute to
investors copies of the issuer’s disclosure documents; (ii) to obtain and review a copy of an Official
Statement deemed final by an issuer of the securities, except for the omission of specified
information; (iii) to make available upon request, in non-competitively bid offerings, the most
recent preliminary official statement, if any; (iv) to contract with an issuer of the securities, or its
agent, to receive, within specified time periods, sufficient copies of the issuer’s final official
statement, both to comply with this rule and any rules of the Municipal Securities Rulemaking
Board; and (v) to provide, for a specified period of time, copies of final Official Statements to any
potential customer upon request. The rule contains exemptions for underwriters participating in
certain offerings of municipal securities issued in large denominations that are sold to no more than
35 sophisticated investors, have short-term maturities, or have short-term tender or put features.
The release also modifies, in limited respects, a previously published interpretation of the legal
obligations of municipal securities underwriters.

Senior Lien Bonds: Bonds which have a prior claim against pledged revenues.

Serial Bonds: Bonds of an issue in which principal is amortized in successive years without
interruption.

Subordinate Lien Bonds: Bonds which have a subordinate, or junior, claim against pledged
revenues.

Special Facility Obligations: The issuance of bonds by a governmental entity to finance a project
with repayment secured by a defined revenue stream derived from or relating to the use of the
completed project.

Syndicate: A group of underwriters formed to purchase and re-offer a bond issuer’s bonds for sale
to the public. The syndicate is organized for the purposes of sharing the risks of underwriting the

issue, obtaining sufficient capital to purchase a bond issue and for broader distribution of the issue
to the general public. Each syndicate member has a share in the liability of the issue.

Takedown: The total discount at which members of syndicates buy bonds from an issuer.
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Tax Events Risk: Risk to the issuer of variable rate bonds created by either a change in the taxable
cquivalent yield of comparable investments or loss of tax-exempt status. For an issuer of variable
rate bonds, a reduction in federal income tax rates would increase interest costs. Re-classification
of outstanding variable rate bonds as taxable would also increase interest costs.

Term Bonds: Bonds comprising a large part of the issue which come due in a single maturity. The
bond issuer usually makes periodic payments into a sinking fund for mandatory redemption of term
bonds before maturity or for payment at maturity.

True Interest Cost: The rate, compounded semi-annually, necessary to discount the amounts
payable on the respective principal and interest payment dates to the purchase price received on the
closing date of the bond issue.

Trust Indenture: A contract between a bond issuer and a trustee, for the benefit of bondholders.
The trustee administers the funds specified in the indenture and implements the remedies provided
in case of default.

Underwriter: A dealer which purchases a new issue of bonds for resale either by negotiation with
the issuer or by award on the basis of a competitive bid.

Underwriter’s Counsel: A law firm retained by the Underwriter to represent their interests in
connection with the negotiated purchase of a new issue of bonds. The firm’s duties may include
review of all bond documents, preparation of the agreement among Underwriters and negotiation of
the bond purchase contract between the Underwriter and the bond issuer.

Underwriter's Gross Spread: In a negotiated sale, the difference between the price the Underwriter
pays the bond issuer and the original reoffering price to the public: includes the management fee,
expenses, and sales commissions (takedown and concession).

Variable Rate Debt: Securities with an interest rate that changes at intervals according to an index
or formula, or is periodically (daily, weekly or monthly) reset at the market clearing rate. Variable
rate debt is also known as “floating rate debt”.

Yield Curve: Refers to the graphical or tabular representation of interest rates across different
maturities. The presentation often starts with the shortest-term rates and extends towards longer
maturities. It reflects the market's views about implied inflation/deflation, liquidity, economic and
financial activity, and other market forces.

Zero Coupon Bond: An original issue discount bond on which no periodic interest payments are
made but which is issued at a deep discount from par, accreting (at the rate represented by the
offering yield at issuance) to its full value at maturity.

[Amended by Resolution 2015-0042 dated May 21, 2015.]
[Amended by Resolution 2014-0050 dated June 5, 2014.]
[Amended by Resolution 2013-0048 dated June 6, 2013.]
[Amended by Resolution 2012-0060 dated June 7, 2012.]
[Amended by Resolution 2011-0078 dated July 7, 2011.]
[Adopted by Resolution. 2010-0046 dated May 6, 2010.]
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9

STAFF REPORT Meeting Date: DECEMBER 6, 2018
Subject:

Amend Authority Policy 5.12 - Preference to Small Businesses to include
Local and Veteran Owned Small Business Preferences and Appeal Policy
5.13 - Local Business Opportunities, and Policy 5.14 - Small Business,
Local Business and Service-Disabled Veteran Owned Small Business Goal
and Preference Program

Recommendation:

The Executive Committee recommends that the Board adopt Resolution No. 2018-0134,
amending Policy 5.12 to include local and veteran owned business preferences and
repealing Policy 5.13 and 5.14.

Background/Justification

Authority Policy 5.12 was originally adopted by the Board in April 2009 and last
amended on December 4, 2014. Policy 5.12 provides for a preference of up to 5%, not
to exceed $200,000, on Authority solicitations where a small business respondent is the
prime contractor.

Authority Policy 5.13 adopted by the Board on October 1, 2009, provides 2% preference
for local businesses that meet the local definition criteria.

Authority Policy 5.14 adopted by the Board on January 6, 2011, establishes goals for
small business, local business, and service-disabled veteran owned small business
(SDVOSB) enterprises with preferences awarded based on goal achievement. Policy
5.14 provides a preference of up to 3% for small business enterprises, 2% for local
businesses, and 2% for SDVOSB, for a total preference of up to 7%, not to exceed
$200,000.

On April 19, 2018, the Capital Improvement Program Oversight Committee requested
staff to review Policy 5.12, Policy 5.13 and Policy 5.14 and the definitions for “small
business” and “local business.” The review was requested to ensure that the Authority’s
practices with regard to these definitions were aligned with industry standards.

Staff conducted a thorough review, requested feedback from the departments and
stakeholders responsible for applying or executing the policies, and researched non-
federal policies developed by other public agencies such as City and County of San
Francisco, City of Oakland, City of San Diego, County of Los Angeles, and Los Angeles
World Airports. Based on its review, staff proposes the following changes:

1) Consolidate the three existing policies into one policy;
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2) Establish a policy that will allow preference for certified Small, Local and Veteran
Owned Small Business Primes, when there are no apparent subcontracting
opportunities;

3) Redefine Local Business to require (a) proof to the Authority that the business is
in compliance with all applicable laws relating to licensing and is not delinquent
on any San Diego County taxes, (b) completion of the Local Business
Enterprise Affidavit of Eligibility form and (c) enroliment in the Authority’s Local
Business Enterprise Directory;

4) Remove language, which states, “there will be no preference points awarded if
the Authority’s overall Local Business participation is at a level above sixty
percent (60%);”

5) Replace Service Disabled Veteran Owned Small Business to Veteran Owned
Small Business;

6) Do not allow preference for Respondents that do not meet the Small Business
Development department’s established goal(s) on projects with identified
subcontracting opportunities.

Making these changes will: provide alignment with industry practices, make the policy
easier to reference and explain, ensure that Local Business definition is trackable and
verifiable, provide more opportunities for Veteran Owned Small Businesses, make the
application process uniform, and simplify the procurement calculations.

Fiscal Impact:

There is no fiscal impact associated with the requested action

Authority Strategies:

This item supports one or more of the Authority Strategies, as follows:

X] Community [ ] Customer [ ] Employee [ ] Financial [ ] Operations
Strategy Strategy Strategy Strategy Strategy

Environmental Review:

A. CEQA: This Board action is not a project that would have a significant effect on the
environment as defined by the California Environmental Quality Act (“CEQA”), as
amended. 14 Cal. Code Regs. §15378. This Board action is not a “project” subject to
CEQA. Cal. Pub. Res. Code §21065.

B. California Coastal Act Review: This Board action is not a "development" as defined
by the California Coastal Act. Cal. Pub. Res. Code §30106.

Application of Inclusionary Policies:
Not Applicable.
Prepared by:

REGINA BROWN
MANAGER, SMALL BUSINESS DEVELOPMENT



RESOLUTION NO. 2018-0134

A RESOLUTION OF THE BOARD OF THE
SAN DIEGO COUNTY REGIONAL AIRPORT
AUTHORITY AMENDING POLICY 5.12 TO INCLUDE
LOCAL AND VETERAN OWNED BUSINESS
PREFERENCES AND REPEALING POLICY 5.13
AND 5.14

WHEREAS, Authority Policy 5.12 provides for a preference of up to 5%,
not to exceed $200,000 on Authority solicitations where a small business
respondent is the prime contractor; and

WHEREAS, Authority Policy 5.13 provides 2% preference for Local
Businesses that meet the Local definition criteria; and

WHEREAS, Authority Policy 5.14 establishes goals for small business,
local business, and service-disabled veteran owned small business (SDVOSB)
enterprises with preferences awarded based on goal achievement; and

WHEREAS, the Board directed staff to conduct a comprehensive and
thorough review in order to ensure that the Authority’s and industry’s practices and
definitions are aligned; and

WHEREAS, the Board finds that it is in the best interest of the Authority to
revise Policy 5.12 to address local business and veteran-owned small business
interests; and

WHEREAS, the Board finds it in the best interest to amend Policy 5.12 to
address small businesses, local businesses and veteran-owned small businesses
and to repeal Policy 5.13 and 5.14.

NOW, THEREFORE, BE IT RESOLVED that the Board hereby amends
Policy 5.12 as set forth in Exhibit A; and

BE IT FURTHER RESOLVED that the Board hereby repeals Policy 5.13
and 5.14; and

BE IT FURTHER RESOLVED that the Board finds that this action is not a
“project” as defined by the California Environmental Quality Act (“CEQA”)
(California Public Resources Code §21065); and is not a “development” as
defined by the California Coastal Act (California Public Resources Code §30106).
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PASSED, ADOPTED, AND APPROVED by the Board of the San Diego
County Regional Airport Authority at a regular meeting this 6" day of December,
2018, by the following vote:

AYES: Board Members:
NOES: Board Members:
ABSENT:  Board Members:

ATTEST:

TONY R. RUSSELL
DIRECTOR, BOARD SERVICES /
AUTHORITY CLERK

APPROVED AS TO FORM:

AMY GONZALEZ
GENERAL COUNSEL



Exhibit A

SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY

Article 5 - CONTRACTING AND DEBARMENT
PART 5.1 - EQUAL OPPORTUNITY

SECTION 5.12 — PREFERENCE TO SMALL, VETERAN-OWNED, AND LOCAL BUSINESS

PURPOSE: To establish a policy allowing preference to Small Businesses, Veteran-
Owned Small Businesses, and Local Businesses in the award of
Contracts by the San Diego County Regional Airport Authority (the
“Authority”).

POLICY STATEMENT: In the procurement of Contracts, the Authority’s
President/Chief Executive Officer or his or her designee (the “President/CEQ”)
shall be responsible for following all procedures required by (1) the Authority,
(2) the San Diego County Regional Airport Authority Act, as amended from time
to time, and (3) other applicable federal, state, and local laws.

OBJECTIVES: Establish principles and practices to facilitate a Small Business, Veteran-
Owned Small Business, and Local Business preference program that provides full
disclosure and transparency of the Authority’s commitment to Small Businesses,
Veteran-Owned Small Businesses, and Local Businesses in the award of selected
Authority Contracts.

i.  Definitions

1. Bonding and Contract Financing Assistance Program — The program offered by the
Authority intended to aid small and local businesses in obtaining first time bonding or
increasing bonding capacity.

2. Contracts — Instrument used for the procurement of services and consulting
agreements and the purchase of supplies, material, and equipment as outlined in
Policy 5.01 and the procurement of contracts for Public Projects as outlined in
Policy 5.02.

3. Contract Owner — A department within the Authority having responsibility for
oversight and management of the Contract which the bid or proposal solicitation
applies.

4. Disadvantaged Business Enterprise (DBE) — A Small Business that has been certified by

the California Unified Certification Program (CUCP) in compliance with 49 CFR Part
23 or 26.

5. Veteran Owned Small Business (VOSB) — A Small business that has been certified by
U.S. Department of Veterans Affairs.

Revised 10/9/2018 1
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6. Inclusionary Approach — A plan describing a Prime Contractor’s specific approach
toward Small, Local and Veteran Owned Small Business outreach and participation. This
plan shall also include estimated Small, Local and Veteran Owned Small Business
percentage commitments for the project.

7. Local Business — A business that meets all of the following criteria:

a) Occupies workspace within the County. The business must submit proof of
occupancy to the Authority by supplying evidence of a lease, deed or other
sufficient evidence demonstrating that the business has been located within the
county for a minimum of 6 months prior to the release of a solicitation for
which a business responds as a Local Business participant. (U.S. Post Office
boxes are not verifiable and shall not be considered for the purpose of this
definition). The business cannot satisfy this requirement by operating as a
virtual office.

b) Submits proof to the Authority that the business is in compliance with all
applicable laws relating to licensing and is not delinquent on any San Diego
County taxes.

¢) Submits proof to the Authority demonstrating one of the following:

1. More than fifty percent (50%) of the workforce based in the local office
resides in San Diego County; or

2. The business must demonstrate that it is headquartered in the County. For
purposes of the policy, the term “headquartered” shall mean that the
business physically conducts and manages all of its operations from a
location in the County.

d) Submits the Local Business Enterprise Affidavit of Eligibility form and is
enrolled in the Authority’s Local Business Enterprise Directory at the time the bid
or proposal is due.

8. Prime Contractor — A party or entity with whom the Authority enters into a legally
binding agreement.

9. Small Business — A profit-making corporation, sole proprietorship, or partnership
that:

a. Is enrolled in the Authority’s Bonding and Contract Financing Assistance
Program, or

Revised 10/9/2018 2
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b. A business concern that is certified as a DBE by the California Unified
Certification Program, or

c. Possesses valid certification issued by an agency, approved by the Authority,
that verifies the firm is within the SBA size standards, or

d. Is an airport concessionaire that provides evidence that its business size is within
standards established under 49 CFR Part 23, Section 23.33.

10. Small Business Development — A department within the Authority, or any subsequent
department identified by the President/CEO, that oversees and monitors compliance with
this Policy.

11. Trade Assessment — An estimated breakdown of specific trades needed to complete a
defined scope of work.

12. Total Allowable Preference Amount - The maximum allowable preference awarded shall
not exceed two hundred thousand dollars ($200,000) on any single bid or proposal.

13. Vendor Management System — The registration system used by the Authority for business
concerns to express interest in a particular trade and/or business opportunity.

ii.  Application - Small Business (SB) Preference

1. When price is the primary selection criteria and a Small Business goal is not
established, the following shall apply:

a) The bid amount of the lowest responsive and responsible bidder that is not a Small
Business shall be multiplied by three percent (3%). The resulting three percent
(3%) amount, shall be considered as the Small Business preference, provided that it
does not exceed the Total Allowable Preference Amount.

b) The lowest responsive and responsible bidder that is a Small Business shall have
their bid adjusted by subtracting the amount of the Small Business preference from
their original bid. The adjusted bid is used to determine the award of the contract.

2. When selection is based on a scoring matrix and a Small Business goal is not
established, the following shall apply:

a) The submittal from a verified Small Business shall be granted three percent (3%)

preference. The resulting three percent (3%) points shall be added to the total
points, provided that it does not exceed the Total Allowable Preference Amount.

Revised 10/9/2018 3
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3. When price is the primary selection criteria and a Small Business goal is established,
the following shall apply:

a)

b)

The bid amount of the lowest responsive and responsible bidder that is not a Small
Business shall be multiplied by three percent (3%). The resulting three percent (3%)
amount, shall be considered as the Small Business preference, provided that it does
not exceed the Total Allowable Preference Amount.

Each bidder that meets or exceeds the established Small Business goal shall have
their bid adjusted by subtracting the amount of the Small Business preference from
their original bid. The adjusted bid is used to determine the award of the contract.

When selection is based on a scoring matrix and a Small Business goal is established,
the following shall apply:

a)

The submittal from each business that meets or exceeds the established Small
Business goal shall be granted three percent (3%) preference. The resulting three
percent (3%) points shall be added to the total points, provided that it does not
exceed the Total Allowable Preference Amount.

iii.  Application — Local Business (LB) Preference

1.

Revised 10/9/2018

When price is the primary selection criteria and a Local Business goal is not
established, the following shall apply:

a)

b)

The bid amount of the lowest responsive and responsible bidder that is not a Local
Business shall be multiplied by two percent (2%). The resulting two percent (2%)
amount, shall be considered the Local Business preference, provided that it does not
exceed the Total Allowable Preference Amount.

The lowest responsive and responsible bidder that is a Local Business shall have
their bid adjusted by subtracting the amount of the Local Business preference from
the local business’s original bid/proposal. The adjusted bid is used to determine the
award of the contract.

When selection is based on a scoring matrix, and a Local Business goal is not
established, the following shall apply:

a)

The submittal from a verified Local Business shall be granted two percent (2%)
preference. The resulting two percent (2%) points shall be added to the total points,
provided that it does not exceed the Total Allowable Preference Amount.
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3. When price is the primary selection criteria and a Local Business goal is established,
the following shall apply:

a)

b)

The bid amount of the lowest responsive and responsible bidder that is not a Local
Business shall be multiplied by two percent (2%). The resulting two percent (2%)
amount, shall be considered as the Local Business preference, provided that it does
not exceed the Total Allowable Preference Amount.

Each bidder that meets or exceeds the established Local Business goal shall have
their bid adjusted by subtracting the amount of the Local Business preference from
their original bid. The adjusted bid is used to determine the award of the contract.

When selection is based on a scoring matrix and a Local Business goal is established,
the following shall apply:

a)

The submittal from each business that meets or exceeds the established Local
Business goal shall be granted two percent (2%) preference. The resulting two
percent (2%) points shall be added to the total points, provided that it does not
exceed the Total Allowable Preference Amount.

iv.  Application —Veteran Owned Small Business (VOSB) Preference

1.

Revised 10/9/2018

When price is the primary selection criteria and a Veteran Owned Small Business Goal
is not established, the following shall apply:

a)

b)

The bid amount of the lowest responsive and responsible bidder that is not a VOSB
shall be multiplied by two percent (2%). The resulting two percent (2%) amount,
shall be considered as the VOSB preference, provided that it does not exceed the
Total Allowable Preference Amount.

The lowest responsive and responsible bidder that is a VOSB shall have their bid
adjusted by subtracting the amount of the VOSB preference from the VOSB’s
original bid. The adjusted bid is used to determine the award of the contract.

When selection is based on a Scoring Matrix, and a VOSB goal is not established, the
following shall apply:

a)

The submittal from a verified VOSB shall be granted two percent (2%) preference.
The resulting two percent (2%) points shall be added to the total points, provided
that it does not exceed the Total Allowable Preference Amount.
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When price is the primary selection criteria and a VOSB Goal is established, the
following shall apply:

a) The bid amount of the lowest responsive and responsible bidder that is not a VOSB
shall be multiplied by two percent (2%). The resulting two percent (2%) amount,
shall be considered as the VOSB Preference, provided that it does not exceed the
Total Allowable Preference Amount.

b) Each bidder that meets or exceeds the established VOSB goal shall have their bid
adjusted by subtracting the amount of the VOSB preference from their original bid.
The adjusted bid is used to determine the award of the contract.

When selection is based on a scoring matrix and a VOSB goal is established, the
following shall apply:

a) The submittal from each business that meets or exceeds the established VOSB goal
shall be granted to two percent (2%) preference. The resulting two percent (2%)
points shall be added to the total points, provided that it does not exceed the Total
Allowable Preference Amount.

Additional Requirements

The maximum allowable combined preference or points awarded shall not
exceed seven percent (7%) on any single bid or proposal.

The maximum amount of the adjustment cannot exceed $200,000.

The final contract award shall be the amount set forth in the original bid or proposal.

For qualification based criteria, the use of the preference points shall be applied to
determine which proposers shall be interviewed for final consideration.

The Prime Contractor must provide a distinct and clearly defined portion of work for
all subcontractors whose participation is submitted in response to the corresponding
goal. Any substitution or termination in performance of said work without the
Authority’s prior written consent may be grounds for contract termination, at which
time the Authority may negotiate a new contract to the next highest ranked proposer
without need to re- compete, provided there is no less than 50% of the contract term
remaining.
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vi.  Methodology Used to Establish Small Business, Local Business, and/or Veteran
Owned Small Business Goals.

1. Small Business Goal — A Small Business goal shall be established by the following

methodology:

a)

b)

d)

The Trade Assessment categories needed to fulfill the scope of work shall be
developed based on the Contract Owner’s estimate.

A Trade Assessment Scope Percentage (Scope%) shall be calculated by taking the
estimated value of the scope to be performed in each specific Trade Assessment
category divided by the total estimated value of the Contract.

A Trade Assessment Availability Percentage (Availability%) shall be calculated by
taking the total number of registered businesses within the Authority’s vendor
management system that (1) meet the Small Business criteria as defined by this
Policy and (2) are capable of performing the specific Trade Assessment category.
This number is divided by the total number of businesses in the same specific Trade
Assessment categories from the same source.

A weighted goal percentage is calculated by multiplying the Trade Assessment
Scope% by the Trade Assessment Availability% for each applicable Trade
Assessment category. Each Trade Assessment category is added up, resulting in the
applicable goal.

The total Small Business Goal cannot exceed fifty percent (50%) for each Contract.

The Trade Assessment Availability% can be calculated in advance provided that the
Trade Assessment Availability% used is not older than 24 months.

2. Local Business Goal — A Local Business goal shall be established by the

following methodology:

a)

b)

Revised 10/9/2018

Identify the Trade Assessment categories needed to fulfill the scope of work.

A Trade Assessment Scope Percentage (Scope%) shall be calculated by taking
the estimated value of the scope to be performed in each specific Trade
Assessment category divided by the total estimated value of the contract.

A Trade Assessment Availability Percentage (Availability%) shall be
calculated by taking the total number of registered businesses within the
Authority’s vendor management system that (1) meet the Local Business
criteria as defined by this Policy, and (2) are capable of performing the
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specific Trade Assessment category. This number is divided by the total
number of businesses in the same Trade Assessment categories from the
Authority’s vendor management system.

d) A weighted goal percentage is calculated by multiplying the Trade Assessment
Scope% by the Trade Assessment Availability% for each applicable Trade
Assessment category. Then each Trade Assessment category is added up
resulting in the applicable goal.

e) The Trade Assessment Availability% can be calculated in advance provided
that the Trade Assessment Availability% used is not older than 24 months.

. Veteran Owned Small Business (VOSB) Goal — A VOSB goal shall be established at

three percent (3%) for all projects with apparent subcontracting opportunities.

vii. Exemptions

1.

Federally funded projects require conformance with 49 CFR Parts 18 and 26 and the
contractual requirements included in grant agreements between the Authority and the
FAA.

Concession Contracts require conformance with 49 CFR Part 23.

This Policy shall not apply if it conflicts with applicable federal, state or local laws or
regulations.

An Inclusionary Approach may be applied to contracts where subcontracting
opportunities exist, but have not been clearly defined. An Inclusionary Approach
requires the Prime Contractor to provide an outreach plan, establish a goal, and report
efforts and achievements to the Small Business Development Department

Revised 10/9/2018
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STAFF REPORT Meeting Date: DECEMBER 6, 2018
Subject:

Fiscal Year 2019 First Quarter Activities Report and Audit Recommendations
Issued by the Office of the Chief Auditor

Recommendation:

The Audit Committee recommends that the Board accept the report.
Background/Justification:

As directed in the Charter of the Office of the Chief Auditor, the Chief Auditor shall
annually report to the Board on audits completed, findings discovered, corrective action
taken, and the implementation status on outstanding recommendations. Therefore, the
Fiscal Year 2019 First Quarter Activity Report (Attachment A) was presented to the Audit
Committee on November 5, 2018; and, the Audit Committee unanimously voted to
forward the report to the Board for acceptance.

The Fiscal Year 2019 First Quarter Activity Report provides an account of activities
accomplished by the OCA during the first quarter and details the status on audit
recommendations still pending implementation by Authority departments.

Fiscal Impact:

None

Authority Strategies:

This item supports one or more of the Authority Strategies, as follows:

[] Community [X] Customer [ ] Employee [X] Financial [X] Operations
Strategy Strategy Strategy Strategy Strategy

Environmental Review:

A. CEQA: This Board action is not a project that would have a significant effect on the
environment as defined by the California Environmental Quality Act (“CEQA”), as
amended. 14 Cal. Code Regs. §15378. This Board action is not a “project” subject to
CEQA. Cal. Pub. Res. Code §21065.

B. California Coastal Act Review: This Board action is not a "development" as defined
by the California Coastal Act. Cal. Pub. Res. Code §30106.
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Application of Inclusionary Policies:

Not Applicable
Prepared by:

LEE PARRAVANO
CHIEF AUDITOR
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Fiscal Year 2019 First Quarter Activity Report

Audit Activities

Completed

During the first quarter, the Office of the Chief Auditor (OCA) issued a total of three (3) audit
reports, as described below.

Haley and Aldrich Inc.: This expenditure contract audit examined the on-call environmental
program management consulting services contract between Haley and the Authority. The audit
found that the procurement and payments surrounding the contract were in compliance with
Authority Policies and were appropriate. Additionally, adequate internal controls and monitoring
were found to be in place a functioning properly. No issues were reported.

Signature Flight Support: This revenue contract audit of the agreements between Signature and
the Authority resulted in three (3) recommendations. This audit is highlighted in Appendix C".

Procurement Card Program: This internal process audit examined purchases made and controls
surrounding the Authority’s Procurement Card Program. The audit found that the program was
operating as intended and that adequate controls existed to ensure compliance and to safeguard
the Authority.

In Progress

At the close of the first quarter there were a total of 15 audits activities were In Progress,
representing 40% of the Fiscal Year 2019 Audit Plan. Of those, one (1) was in the
reporting/review stage, ten (10) were in the fieldwork stage, two (2) were in the planning or
preliminary survey stage, and two (2) are ongoing activities that occur throughout the year.

Construction audit activity for the first quarter of Fiscal Year 2019 consisted of attending meetings
regarding the Federal Inspection Service project, the airport support facilities, the development
program, and other airport construction projects. The OCA Construction Auditor is currently
completing the audit of the agreement with Turner-PCL, a Joint Venture, as part of the Fiscal Year
2019 Audit Plan. The Construction Auditor remains involved with issues identified by the Airport
Design and Construction team and Authority Management, providing assistance and attending
meetings specific to the aspects of the Authority’s construction activity.

The OCA continues to run the Authority’s Ethics Program and reporting hotline. During the first
quarter of Fiscal Year 2019, six (6) tips/reports were received. However, none of the tips/reports
were investigated because the details of the reports/tips did not support a potential code violation.
Tips/reports that are not investigated by the OCA are forwarded to management, as appropriate.
A summary of tips/reports received during the first quarter of Fiscal Year 2019 is available in
Appendix B.

See Appendix A for a complete breakdown of our Fiscal Year 2019 Audit Plan status.

" Each quarter we will highlight a significant audit completed during that quarter.
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Fiscal Year 2019 First Quarter Activity Report

Administrative Activities

Budget and Expenses

Department expenses totaled $267,286 for the quarter, which represents 20.8% of the Fiscal Year
2019 budget. No large and/or unexpected outlays occurred within the department during the
quarter. We expect to remain on budget throughout the fiscal year.

Training

OCA staff continue obtaining CPE credits as required by their various certifications. Specifically,
numerous staff attended a fraud prevention and ethics symposium. A review of CPE credits
obtained and those expected to be earned by the end of the second quarter found that all staff
are projected to meet their individual CPE requirements for the year.

Procedural/Supervisory

During the quarter, both the Audit Committee Charter and the OCA Charter were reviewed and
revised, as presented at the September Audit Committee Meeting. The OCA provided
coordination for the Audit Committee Meeting with Authority Board Services.

Additionally, a thorough review of the OCA desk manual and the department’s policies and
procedures were being completed.

The department also continues seeking an Audit Intern Il to fill an existing opening.

OFFICE OF THE CHIEF AUDITOR 2



Fiscal Year 2019 First Quarter Activity Report

Recommendation Follow Up

To ensure audit issues are addressed in a timely manner, the OCA tracks the status of its
recommendations on an on-going basis. The status of tracked recommendations is shown in
Figure 1 below, along with descriptions of each designation. See Appendix D for a detailed list of
each recommendation and its status.

Figure 1.  Status of Recommendations as of September 30, 2018

Completed In Progress Not Accepted Tracked
10 11 0 21

Completed: This designation is used for recommendations that the OCA has determined to
be adequately implemented or for recommendations where alternate action is taken that
adequatley addresses the risk identified.

In Progress: These recommendations have been partially addresed or partial corrective
action has been taken. This category also includes when there has not been adequate time
between report issuance and recommendation follow-up. If adequate progress is not being
made, it will be noted as such.

Not Accepted: This designation is used for recommendations that an auditee does not
accept; and, therefore, will not implement. This category can represent a failing on the part
of the OCA, as all recommendations should be workable and acceptable to the affected
departments.

Figure 2 below shows the status of In Progress recommendations along with the estimated
implementation timeframe based on issue date of the audit report.

Figure 2: In Progress Recommendations with Estimated Implementation Timeframe

Estimated Completion Zero to 6 7 Months to 1 Over 1 Year Total In
Timeframe Months Year Progress
In Progress 0 9 2 11

Adequate progress is being made with all of the tracked recommendations. Specifically, the non-
completion of the “In Progress” recommendations should not have a material adverse effect on
the Authority. The OCA will continue its monthly tracking of their status.
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Fiscal Year 2019 First Quarter Activity Report

Performance Measures

Each fiscal year the OCA develops and tracks performance measures to gauge the progress and
success of the Office. For Fiscal Year 2019, the OCA developed six (6) separate measures to
evaluate the OCA performance. Figure 3 below outlines the OCAs performance against the
selected measures.

Figure 3:  Status of Performance Measures as of September 30, 2018

Performance Measure Goal Se';::r?]r::f 3305’ ;;1 8
Percentage of the Audit Plan completed 20% (80% by Year End) 8%
Additional revenue/cost savings identified n/a $69,541
Percentage of staff time spent on audit activities 70% 59%
Percentage of audits completed within budget 80% 0%
Recommendations accepted by management 95% 100%
Customer satisfaction rating 4.0 5.0

The measures are detailed below along with further explanation of the OCAs performance for the
fiscal year:

Percentage of the Audit Plan completed annually: During the first quarter of Fiscal year 2019,
the OCA completed 8% of the Fiscal Year 2019 Audit Plan. Specifically, 3 out of 382 audits were
finalized as issued audit reports or closed out. Additionally, there was one (1) audit that was in
the report writing process.

Additional revenue/cost savings identified through audits: While the value of an audit cannot
be adequately assessed by this performance measure, it does provide quantifiable values for
completed audits. For the fiscal year, the OCA identified over $69,541 in new revenue as a result
of an under billing identified within the audit of Signature Flight Support, see Appendix C for
additional details.

Percentage of staff time spent on audit activities: This measure helps ensure that the OCA
spends an adequate amount of time on audit activities rather than administrative activities. During
the first quarter of Fiscal year 2019, the OCA spent 59% of staff time on audit activities. Under
our goal of 70%. This was largely due to the administrative time spent on the Charter of the Audit
Committee, Charter of the OCA, the OCA desk manual, and the department policies and
procedures.

Percentage of audits completed within budgeted time: This category monitors how efficient
audit staff is in performing their audits. Specifically, audit staff is held accountable to the internally
prepared audit budgets for each project. However, it does recognize that budgets may need
adjustment(s) as additional facts become known during an audit activity. In Fiscal Year 2019, the
OCA has not yet completed a project under budget. This is the result of some specific
complexities within the audits and difficulties in obtaining certain audit data and information.

2 To determine the size of our audit population annually we add 1) planned audits/activities contained within
the current year’s Audit Plan, 2) any carry over audits/activities from the previous year, and 3) any special
request audits approved by the Audit Committee.
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Acceptance of Audit Recommendations: This category helps to evaluate the quality of the
findings and recommendations issued by the OCA, and ensures that we have received
management buy-in to anything we recommend. For the year, all recommendations have been
accepted by management.

Customer Satisfaction: At the conclusion of every audit we provide a survey to the audited
Authority department to determine their satisfaction with the audit process and the audit team.
While an audit could be contentious, we expect that value can still be observed by the audited
entity. In that regard, our goal for customer satisfaction is 4.0, on a 1 to 5 scale (With 1 being
very dissatisfied and 5 being very satisfied). To date we have achieved a score of 5.0.
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Appendix A - Fiscal Year 2019 Audit Plan Progress

A 0 A DC

Completed

1 Haley and Aldrich, Inc. Expense Contract

2 Signature Flight Support' Revenue Contract

3 Procurement Card Program'’ Annual Ongoing and Support

In Progress

4 Concession Cost Recovery' Business Process

5 Turner - PCL Joint Venture Business Process

6 Granite Construction Company Expense Contract

7 Leigh Fisher & Associates' Expense Contract

8 Ace Parking Management, Inc." Expense Contract

9 Asset Management' Business Process

10 | Emergency Medical Technician - Paramedic Services' Annual Ongoing and Support

11 | Fox Rent A Car Revenue Contract

12 | Pneuma Enterprises Inc. dba TravCar Revenue Contract

13 | New Zoom Inc. dba ZoomSystems (RP 6) Revenue Contract

14 | Nevada Lease and Rental Inc. dba Payless Car Rental System' Revenue Contract

15 | San Diego Unified Port District Billing - Fiscal Year 2017' Annual Ongoing and Support

16 | Small Business Development' Business Process

17 | Ethics Program Annual Ongoing and Support

18 | Construction Audit and Monitoring Activity Annual Ongoing and Support
| Notstarted [ |

19 | Owner-Controlled Insurance Program (OCIP) Management Business Process

20 | Other Post-Employment Benefits (OPEB) Business Process

21 | Tuition Reimbursement Program Business Process

22 | Art Program Business Process

23 | Capital and Maintenance Project Selection and Planning Business Process

24 | Information Technology Acquisition and Implementation Business Process

o5 E/I(.)\l/‘lvs.txjegg:]eé é)rr?gz’;r;ctlon Company, Inc. dba Vasquez Expense Contract

26 | Fordyce Construction, Inc. Expense Contract

27 | Ricondo and Associates Expense Contract

28 | Ueberall International LLC Expense Contract

29 | Enterprise Rent A Car Company (Enterprise, Alamo, National) Revenue Contract

30 | Avis Rent A Car Systems LLC (Avis, Zip Car) Revenue Contract

31 | Ace Parking Revenue Contract

32 | JCDecaux, Inc. Revenue Contract

33 | Aircraft Rescue and Fire Fighting (ARRF) Annual Ongoing and Support

34 | Rental Car Center Fund Review - 2018 Annual Ongoing and Support

35 | Rental Car Center Fund Review - 2019 Annual Ongoing and Support

36 | Transportation Network Company Reviews and Assistance Annual Ongoing and Support

37 | ALPR System - Ace Parking Annual Ongoing and Support

38 | San Diego Unified Port District Billing - Fiscal Year 2018 Annual Ongoing and Support

1 Carried over from the Fiscal Year 2018 Audit Plan
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Appendix B - Ethics Program Activities

Investigation

Results Response
Supported (email or
Number Code phone to
of Tips / Preliminary Full Violation non-
Reports Investigation | Investigation (Ethics or anonymous
Received?® Required Initiated Workplace) reports)

Prohibited Use of Position 1 1 0 0 0
General Workplace Concerns
Workplace Practices/Behavior 5 0 0 0 0
Total 6 1 0 0 0
Legend:

Number of Tips / Reports Received: The total number of tips or reports received by the Ethics
Officer through the hotline, direct phone line, e-mail, inter-office mail, or direct contact.

Preliminary Investigation Required: The number of tips or reports that required a preliminary
investigation by the Ethics Officer.

Full Investigation Initiated: Following a preliminary investigation, the Ethics Officer determined
that the tip necessitated a full investigation. As a result, the tip/report received was forwarded to
the Ethics Committee for a determination on how to proceed.

Investigation Results Supported Coded Violation: Based on an investigation, these are the
tips/reports that were found to have been a Code violation.

Response: This column represents the number of times the Ethics Officer responded back to
the original non-anonymous tipper/reporter.

3 All tips/reports received were anonymous during the quarter.
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Appendix C - Audit Highlight

Signature Flight Support
Report Number #18020, July 2018

Background

Signature Flight Support (Signature), under BBA US Holdings, currently holds a long-term lease
agreement (Lease), a Ground Handling License (License), and a Use Occupancy Permit (Permit)
with the Authority that jointly allow Signature to operate as a full service fixed-base operator (FBO)
at SDIA. During the audit period from October 1, 2015, to September 30, 2017, Signature paid
$10,831,583 in fixed rents and $460,947 in percentage rents, late fees, and other charges, for a
total of $11,292,529 to the Authority. The objective of the audit was to ensure the accuracy and
reliability of the monthly gross revenue reports and payments made to the Authority, and to ensure
compliance with the requirements of the Lease, License, and Permit.

Audit Results

Our audit determined that Signature complied with most of the Lease, License, and Permit
requirements that were tested and reviewed. However, we identified three (3) findings that
included errors in the calculation of the annual increases in fixed rents, non-compliance with
corporate citizenship, and property insurance, as detailed below.

e The increase in base rent for the Lease was miscalculated for the last two rent periods.

o The investments by Signature in the Gateway improvement program have not been used
per the program outlined in the Corporate Citizenship clause of the Lease.

o The current property insurance coverage policy by Signature does not meet the Lease
requirement of at least 100% of full replacement value.
Recommendations
In order to address the above findings we issued three (3) recommendations, summarized as
follows:

1. The Authority should bill Signature for the under billing of ground rent of $69,541 during
the audit period.

2. Business Management should ensure that future Gateway Program investments are made
in accordance with the Lease, or amend the Lease as needed.

3. Finance should work with Signature to ensure property insurance coverage meets the
Lease requirements.
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Issued: June 14, 2018
Title: Business and Travel
Expenses

Department:
FINANCE

properly managed and monitored. Monthly
reconciliations should be prepared and submitted for
review as required in the Fund Procedures.
Reconciliations should be reviewed, and any
differences should be reviewed, approved, and
recorded to bring the funds back to the proper fund
balance. Surprise cash counts should be performed to
ensure that the custodians are maintaining the funds
as required in the Fund Procedures.

Rec. Audit Report Priority Recommendation Status as of
No. Description Rating September 30, 2018
Completed
18-21 |Audit Report 18001 Low |The Talent, Culture and Capability Department (TCC) [TCC updated the Standard to be consistent
Issued: June 14, 2018 should strengthen controls to ensure that all tuition with our practice and intent with this employee
Title: Business and Travel reimbursement requests are properly supported, benefit. They also revised and updated the
Expenses accurately calculated, paid based on the correct process and forms employees submit to assure
calendar year, and ensure that all requirements accurate processing and timing of payments in
Department: surrounding a reimbursement are followed as outlined |[the correct calendar year. This ensures that
TALENT, CULTURE AND in the program. This ensures that the program is the program is administered fairly and
CAPABILITY administered fairly and equitably for all employees. equitably for all employees. This was
Requests lacking proper approvals or supporting completed and implemented effective August
documentation should be returned to employees for 3, 2018.
corrective action.
18-22 |Audit Report 18001 Low [Finance should ensure that the petty cash funds are Annual training is being instituted for all

custodians, AP staff, and their supervisors.
The training will place an emphasis on
maintaining a uniform tracking log that is
current and accurate, eligibility of reimbursable
expenses, proper documentation and receipts,
required submittal of a monthly reconciliation to
Accounting, replenishment of funds when they
fall below $250, secure handling of the funds,
and the institution of surprise cash counts.
Training was completed October 17th.
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Issued: June 28, 2018
Title: Vehicle Fleet
Management

Department:
AUTHORITY
MANAGEMENT

vehicle fleet usage procedures. These procedures
should include standard vehicle check-out procedures
with the assurance that any employee requesting a
vehicle is an authorized driver. Ideally, the procedures
should include a centralized vehicle and driver
database that would integrate with the Defensive Driver
Training program, which will automate the authorized
driver assurance, maximize the fleet usage and
mileage reporting, and automate the maintenance
schedules.

Rec. Audit Report Priority Recommendation Status as of
No. Description Rating September 30, 2018
Completed
18-23 |Audit Report 18026 Low |The Business and Financial Management Department [Billing completed in October.
Issued: June 21, 2018 should correct the consumer price index (CPI)
Title: SSP America, Inc. calculation for Fiscal Year 2016. Additionally, the
(FSP 5R) Accounting Department should issue an invoice for
$846.43 to SSP for the under billing of the CPI
Department: adjustment for Fiscal Years 2016, 2017, and 2018.
BUSINESS AND
FINANCIAL
MANAGEMENT
18-24 |Audit Report 18006 Medium [Authority Management should implement uniform A new form was developed for drivers to

submit prior to using Authority vehicle. The
form requires declaration that employee is an
authorized driver along with manager’s.
signature, before being sent to FMD Fleet
Supervisor for approval. Fleet Supervisor
verifies that drivers name is on the centralized
Authorized Drivers List database before
approving.
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Rec. Audit Report Priority Recommendation Status as of
No. Description Rating September 30, 2018
Completed
18-25 |Audit Report 18006 Medium [Authority Management should implement procedures |Authority management implemented new
Issued: June 28, 2018 to ensure that only authorized drivers are provided the |procedures to document authorized drivers.
Title: Vehicle Fleet opportunity to drive Authority vehicles. Management Drivers are authorized once the individual has
Management should require all vehicle custodian departments to been input into the DMV Pull Program and
verify driver authorization before giving access to successfully completed training. Written
Department: Authority vehicles. Risk should provide written notice to |authorization is sent to the individual's
AUTHORITY the departments requesting driver authorization manager to confirm that they are an authorized
MANAGEMENT regarding the status of their request, and should driver. Drivers are not given access to
provide access to a centralized Authorized Drivers List |Authority vehicles until the manager receives
database, to ensure that drivers given access to the written notification. Risk reviews the authorized
Authority vehicles are authorized. In addition, Risk driver listing monthly against the DMV Pull
should also review the Authorized Drivers List for any [report.
inconsistencies, like missing authorized drivers, and
verify that all requests for driver authorization are
processed.
18-26 |Audit Report 18006 Low |Authority Management should require the Facilities Leadership in daily shift briefings has and
Issued: June 28, 2018 Management Department (FMD) and departments with |continues to remind staff of the proper
Title: Vehicle Fleet assigned vehicles to consistently track and review procedure to complete usage logs. All logs are
Management monthly and daily logs to verify the accuracy of logged |collected and replaced with new logs every
information. Management should also require month by FMD Fleet Coordinator. Odometer
Department: authorized drivers and/or vehicle custodians to report |readings and hour readings from each monthly
AUTHORITY to FMD any vehicle malfunctions and request that usage log are then uploaded onto the Fleet
MANAGEMENT these vehicles be removed from service until repaired. [Mileage Database for review by Fleet
Supervisor each month.
18-27 |Audit Report 18006 Low [Facilities Management Department (FMD) should The E1 vehicle asset list will be checked and
Issued: June 28, 2018 review the fleet inventory for accuracy and reconcile it |verified by the FMD Fleet Supervisor at the
Title: Vehicle Fleet with Accounting's asset list, on an annual basis, to beginning of each Fiscal Year. Upon
Management verify that vehicles currently in service are listed on the |coordination with Accounting, vehicles no
asset list, and any vehicles removed from service and |longer in service with SDCRAA will be
Department: disposed of are retired from the Authority books. In removed from the E1 list and all current
AUTHORITY addition, FMD should verify that retired assets are vehicles will be confirmed to be on the list.
MANAGEMENT deleted from E1 as a result of the reconciliation. Asset list crossed checked with FMD Fleet
Master Listing.
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Rec. Audit Report Priority Recommendation Status as of
No. Description Rating September 30, 2018
Completed
18-28 |Audit Report 18024 Low |The Business and Financial Management Department [Billing completed in October.
Issued: June 29, 2018 should correct the consumer price index (CPI)
Title: Hudson Group calculation for Fiscal Year 2016. Additionally, the
(Package #2) Accounting Department should issue an invoice for
$634.40 to Hudson Group for the under billing of the
Department: CPI adjustment for Fiscal Years 2016, 2017, and 2018.
BUSINESS AND The Accounting Department should also invoice
FINANCIAL Hudson $112.82 for the under billing that occurred in
MANAGEMENT the remainder of Fiscal Year 2018 that is outside of the
audit period (January 2018 through June 2018).
19-01 |Audit Report 18020 Medium|We recommend that the Authority bill Signature for the |Billing completed in October.
Issued: July 30, 2018 under billing of $69,541 for the audit period ended
Title: Signature Flight September 30, 2017. Additionally, Business
Support Management should recalculate and verify all billings
pertaining to base rent, subsequent to the audit period,
Department: for accuracy. Any discrepancies should be corrected
BUSINESS AND and billed as required in the Lease.
FINANCIAL
MANAGEMENT
19-03 |Audit Report 18020 Medium[Finance should notify Signature that its property Signature was notified of the issues with its
Issued: July 30, 2018 insurance coverage fails to meet the Lease insurance coverage.
Title: Signature Flight requirements, and require Signature to obtain the
Support necessary coverage.
Department:
FINANCE
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Rec. Audit Report Priority Recommendation Status as of Estimated
No. Description Rating September 30, 2018 Completion
In Progress
17-11 |Audit Report 17027 High |The Business and Financial Management Department [Revenue Management continuesto | FY 2019
Issued: February 7, 2017 should develop a control to ensure that the completed [work with Airport Design & 4th Quarter
Title: Spa Didacus, Inc. Certification of Capital Investment, the related Construction on a control process.
depreciation schedule, and proper supporting
Department: documentation are received from every concessionaire,
BUSINESS AND as required by the lease.
FINANCIAL
MANAGEMENT
18-10 |Audit Report 18013 Medium |Facilities Management Department (FMD) should On track to complete by 10/31/2018
Issued: February 28, 2018 request that the Accounting Department bill Chula Vista |10/31/2018. FMD will be requesting
Title: Chula Vista Electric Electric Company (CVEC) $42,510 for reimbursement [Accounting bill CVEC the amount of
Company of expenses not allowed by the contract. Additionally, $21,023.71.
FMD should take steps to ensure that disallowed fees
Department: and expenses are not included in future payments to
FACILITIES CVEC.
MANAGEMENT
18-12 |Audit Report 18013 Medium |Facilities Management Department (FMD) should On track to complete by 10/31/2018
Issued: February 28, 2018 request that Chula Vista Electric Company (CVEC) 10/31/2018. All supporting
Title: Chula Vista Electric provide supporting documentation for the $416,556 in  [documentation provided by CVEC
Company expenses billed and paid. When these documents are  [has been reviewed and verified to
provided, FMD should review and verify that the justify the $416,556 in expenses.
Department: expenses are justified. During the course of staff’s review,
FACILITIES additional discrepancies outside of
MANAGEMENT the Audit pertaining to duplicate
billing, errors on hours billed, and
missing receipts were found. This
amounted to $6,324.37. FMD will
be requesting Accounting bill CVEC
the amount of $6,324.37.
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Rec. Audit Report Priority Recommendation Status as of Estimated
No. Description Rating September 30, 2018 Completion
In Progress
18-14 |Audit Report 18001 Medium |In addition to the current Administrator training, Authority|As detailed below, Authority Policies| FY 2019
Issued: June 14, 2018 Management should consider requiring training covering|are currently being reviewed and 4th Quarter
Title: Business and Travel Authority Policies 3.30 and 3.40 and the more detailed [updated for Board review and
Expenses Accounting guidance over travel contained in the approval. Once established, new
Employee Reference Guide for all employees that incur [guidance and procedures for
Department: reimbursable business or travel expenses. employees will be created to match
AUTHORITY the Policies.
MANAGEMENT
18-15 |Audit Report 18001 Medium |Administrator review of the expense reports submitted |Staff will continue to ensure that the | FY 2019
Issued: June 14, 2018 for reimbursement needs to be strengthened to ensure |Administrators are correctly 3rd Quarter
Title: Business and Travel that all reimbursement requests submitted for approval |approving per current Authority
Expenses meet Authority Policy requirements. Further, Policy. The Business and Travel
Administrators should reject reimbursements that do not |Expense Authority Policy is under
Department: adhere to Authority Policies. review and the revised policy will be
AUTHORITY presented to the Board in the fiscal
MANAGEMENT 2019 third quarter.
18-16 |Audit Report 18001 Medium |Authority business and travel expense Policies need to |Authority Management is currently FY 2019
Issued: June 14, 2018 be revised and strengthened. Authority Management revising Authority Policies which are | 3rd Quarter
Title: Business and Travel should consider a thorough review of the Policies to planned to be provided to the Board
Expenses ensure the requirements are practical, consistent, and |for review and comment in FY19 3rd
do not become too detailed with procedures. A strong |Quarter. Once reviewed, the
Department: business and travel expense procedures guide should [Policies can be approved and rolled
AUTHORITY be developed to cover the actual execution of the Policy [out.
MANAGEMENT requirements.
18-17 |Audit Report 18001 Medium |Authority Management should consider eliminating the [Authority Management is currently FY 2019
Issued: June 14, 2018 use of travel advances due to the issues noted. revising Authority Policies which are | 3rd Quarter
Title: Business and Travel Additionally, Authority Management should institute a  [planned to be provided to the Board
Expenses Policy whereby employees that don't follow travel for review and comment in FY19 3rd
advance requirements are prohibited from obtaining Quarter. Once reviewed, the
Department: advances for at least one (1) year. Policies can be approved and rolled
AUTHORITY out.
MANAGEMENT
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Title: Business and Travel
Expenses

Department:
AUTHORITY
MANAGEMENT

Expenses, such as airfare, over a certain dollar
threshold should require Executive Management
approval. This would ensure that the Executive
Management is involved in the process of verifying that
each expense that is unusual in amount is reasonable,
necessary, directly related to the Authority's business,
and adequately supported.

Rec. Audit Report Priority Recommendation Status as of Estimated
No. Description Rating September 30, 2018 Completion
In Progress
18-18 |Audit Report 18001 Medium |Authority Management should institute procedures to  |Authority Management is currently FY 2019
Issued: June 14, 2018 ensure that advances are issued in accordance with the [revising Authority Policies which are | 3rd Quarter
Title: Business and Travel Travel Advance procedures and are not issued more planned to be provided to the Board
Expenses than seven days before travel. Alternately, Policies 3.30 |for review and comment in FY19 3rd
and 3.40 could be amended to specify how many days [Quarter. Once reviewed, the
Department: prior to travel an employee can be issued a travel Policies can be approved and rolled
AUTHORITY advance. Under IRS guidance, travel advances out.
MANAGEMENT exceeding 30 days are in excess of a reasonable period
of time, are to be treated as being paid under a non-
accountable plan, and are to be reported as wages to
the employee.
18-19 |Audit Report 18001 Medium |Authority Management should consider including a limit |Authority Management is currently FY 2019
Issued: June 14, 2018 on expenses that can be approved by an Administrator. |revising Authority Policies which are | 3rd Quarter

planned to be provided to the Board
for review and comment in FY19 3rd
Quarter. Once reviewed, the
Policies can be approved and rolled
out.
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Rec. Audit Report Priority Recommendation Status as of Estimated
No. Description Rating September 30, 2018 Completion
In Progress
18-20 [Audit Report 18001 Medium |Authority Management should consider changing Authority Management is currently FY 2019
Issued: June 14, 2018 Authority Policy 3.40 to require employees to use the revising Authority Policies which are | 3rd Quarter
Title: Business and Travel per diem rates set each year by the GSA for meals. planned to be provided to the Board
Expenses Amending the Policy to reimburse employees based on |[for review and comment in FY19 3rd
GSA rates would reduce staff time in processing Quarter. Once reviewed, the
Department: reports, limit meal reimbursement amounts, and Policies can be approved and rolled
AUTHORITY eliminate any supporting documentation issues related |out.
MANAGEMENT to meals. In our opinion, it is not reasonable to require
GSA rates for hotels, due to issues such as conference
locations and lack of hotel vacancies. However, the
GSA rates should be used as a guide and Authority
Management should consider requiring preapproval of
hotel costs that exceed the GSA or conference rates for
hotels for domestic travel destinations, and the
Department of State rates for hotels for international
destinations.
19-02 |Audit Report 18020 Medium |Business Management should work with Signature We are working with Signature to FY 2019
Issued: July 30, 2018 Management to ensure that the future Gateway ensure that the investment is being | 3rd Quarter
Title: Signature Flight Program investments are made in accordance with the |used appropriately. We are also
Support Lease, or amend the Lease as needed. considering amending the lease to
provide more flexibility.
Department:
BUSINESS AND
FINANCIAL
MANAGEMENT
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Item No.

11

STAFF REPORT Meeting Date: DECEMBER 6, 2018
Subject:

External Auditor’s Fiscal Year Ended June 30, 2018, Reports: A) Audited Financial
Statements, B) Single Audit Reports, C) Passenger Facility Charge Compliance
Report, D) Customer Facility Charge Compliance Report, and E) Letter to the
Board

Recommendation:
The Audit Committee recommends that the Board accept the reports.
Background/Justification:

Government auditing standards and generally accepted auditing standards require that,
annually, an independent external auditor perform an audit of the San Diego County
Regional Airport Authority’s (Authority) financial statements.

As per Section 170018 (f) (5) of the Public Utilities Code, the Audit Committee is
responsible for overseeing the Authority’s annual audit by the external auditor and for
any internal audits performed.

The Charter of the Audit Committee directs the Audit Committee to review the
Comprehensive Annual Financial Report (CAFR) and other external auditor annual
reports, and to forward them to the San Diego County Regional Airport Authority Board
for approval. The Charter of the Audit Committee encompasses the compliance and
regulatory oversight responsibilities of the Audit Committee regarding the engagement of
the Authority’s external auditor and the disclosure of financial matters.

On May 1, 2014, the Board adopted Resolution No. 2014-0039, approving and
authorizing the President/CEO to execute an agreement with BKD, LLP, as the
Authority’s external auditor for a three year term with an option for two (2) one year
extensions.

On November 5, 2018, the Authority’s external auditor, BKD, LLP, will present the Fiscal
Year Ended June 30, 2018, audited financial statements and reports (Attachments A
through E) to the Audit Committee for their review and acceptance.

Fiscal Impact:
Adequate funding for the audit conducted by BKD, LLP, is included in the adopted Fiscal

Year 2019 and conceptually approved Fiscal Year 2020 Operating Expense Budgets
within the Accounting Department Services — Auditing line item.
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Page 2 of 2

Authority Strategies:
This item supports one or more of the Authority Strategies, as follows:

[] Community [X] Customer [ ] Employee [X] Financial [X] Operations
Strategy Strategy Strategy Strategy Strategy

Environmental Review:

A. CEQA: This Board action is not a project that would have a significant effect on the
environment as defined by the California Environmental Quality Act (“CEQA”), as
amended. 14 Cal. Code Regs. §15378. This Board action is not a “project” subject to
CEQA. Cal. Pub. Res. Code §21065.

B. California Coastal Act Review: This Board action is not a "development" as defined
by the California Coastal Act. Cal. Pub. Res. Code §30106.

Application of Inclusionary Policies:
Not Applicable
Prepared by:

KATHY KIEFER
SENIOR DIRECTOR, FINANCE & ASSEST MANAGEMENT
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BKD 14241 Dallas Parkway, Suite 1100 | Dallas, TX 75254-2961

CPAs & Advisors 972.702.8262 | Fax 972.702.0673 | bkd.com

Independent Auditor’s Report

To the Members of the Board
San Diego County Regional Airport Authority
San Diego, CA

We have audited the accompanying financial statements of the San Diego County Regional Airport
Authority (Airport Authority) as of and for the years ended June 30, 2018 and 2017, and the related notes
to the financial statements, which collectively comprise the Airport Authority’s basic financial statements
as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Praxity.;



To the Members of the Board
San Diego County Regional Airport Authority
Page 2

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Airport Authority as of June 30, 2018 and 2017, and the changes in its financial
position and its cash flows for the years then ended in accordance with accounting principles generally
accepted in the United States of America.

Emphasis of Matter

As discussed in Note 1 to the financial statements, in 2018, the Airport Authority changed its method of
accounting for postemployment benefits other than pensions (OPEB) with the adoption of Governmental
Accounting Standards Board Statement No. 75, Accounting and Financial Reporting for Postemployment
Benefits Other Than Pensions. Our opinion is not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis and pension and other postemployment benefit information as listed in the table
of contents be presented to supplement the basic financial statements. Such information, although not a
part of the basic financial statements, is required by the Governmental Accounting Standards Board, who
considers it to be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic or historical context. We have applied certain limited procedures to
the required supplementary information in accordance with auditing standards generally accepted in the
United States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management's responses to our inquiries,
the basic financial statements and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

BED L

Dallas, Texas
October 17, 2018



SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY

Management’s Discussion and Analysis
For The Years Ended June 30, 2018 and 2017

INTRODUCTION

The San Diego County Regional Airport Authority (Airport Authority) was established on January 1, 2002,
as an independent agency. On January 1, 2003, the operations and assets of San Diego International
Airport (SDIA) transferred from the San Diego Unified Port District (District) to the Airport Authority.

The Airport Authority is a self-sustaining entity receiving most of its revenues through user fees and rents
from airline and non-airline business partners operating at SDIA. Since the Airport Authority is not funded
by tax revenues, accounts are maintained in an enterprise fund on the accrual basis of accounting. Under
accrual accounting, revenues are recognized as soon as they are earned, and expenses are recognized
as soon as a liability is incurred, regardless of the timing of related cash inflows and outflows. Users of
SDIA’s facilities provide most of the revenues to operate, maintain, and acquire necessary services and
facilities.

SAN DIEGO INTERNATIONAL AIRPORT
History of Ownership

The public policy decision to transfer responsibility for SDIA from the District to the newly created Airport
Authority emanated from recommendations made by the San Diego Regional Efficiency Commission
(Commission). The Commission was established to evaluate regional governance in San Diego County
and report recommended improvement measures to the California State Legislature.

Because of the significant regional consequences of airport development and operations, the
Commission concluded that a regional decision-making process should address the future development
of airport facilities in San Diego County. In October 2001, the enabling legislation, Assembly Bill 93 (AB
93) established the composition and jurisdiction of the Airport Authority’s governing body in a manner that
is designed to reflect the collective interests of the entire San Diego region.

Legislative Background

AB 93 was signed into California State law in October 2001. The Act established the Airport Authority on
January 1, 2002, as a local agency of regional government with jurisdiction throughout the County of San
Diego. Subsequent legislative changes to AB 93 were introduced and passed in California Senate Bill
1896 (Act). The amendment addresses several points pertaining to the transfer of aviation employees,
date of transfer, property leases, property acquisition and purchase of services from the District.

On January 1, 2008, Senate Bill 10 (SB 10), the San Diego County Regional Airport Authority Reform Act,
was enacted into law expanding the responsibilities of the Airport Authority. The Airport Authority is
vested with five principal responsibilities:

1. Operation of SDIA;

2. Planning and operation of any future airport that could be developed as a supplement or replacement
to SDIA;

3. Development of comprehensive airport land use plans for the airports in the county;
4. Serving as the region’s Airport Land Use Commission; and

5. In accordance with SB 10, preparing a Regional Aviation Strategic Plan (completed in fiscal year
2011).



In August 2013, Assembly Bill 1058 was signed into law. This bill made minor clarifying and technical
changes to the Airport Authority Act.

Airport Activities Highlights (2016 — 2018)

The Airport Authority experienced continued growth during the current and prior two fiscal years. This
followed the trend seen at many commercial airports reflecting the gradual improvements in the economy.

The changes in the SDIA’s major activities for the three years are as follows:

FY 2016 FY 2017 FY 2018
Enplaned passengers 10,206,222 10,596,483 11,728,880
% increase 5.1% 3.8% 10.7%
Total passengers 20,397,170 21,140,067 23,431,340
% increase 5.1% 3.6% 10.8%
Aircraft operations 193,451 201,011 218,671
% increase (decrease) (0.9%) 3.9% 8.8%
Freight and mail (in tons) 185,655 188,607 191,550
% increase 3.9% 1.6% 1.6%
Landed weight (in thousands) 12,048 12,616 13,781
% increase 4.6% 4.7% 9.2%

Overall, the strong economy is reflected in the FY 2018 Airport Activities results at SDIA. There was a
substantial increase in enplaned passengers in fiscal year 2018 of 10.7 percent. Additionally, freight and
mail tons increased by 1.6 percent. New airline routes also factored into the sizable increases of aircraft
operations and landed weight.

Statement of Revenues, Expenses and Changes in Net Position (in thousands)

The metric ‘Changes in Net Position’ is an indicator of whether the Airport Authority’s overall financial
condition has improved or deteriorated during the fiscal year. Net position increased by 4.5 percent in
2016, was followed by a slight 0.9 percent increase in 2017, and was followed by a larger increase of 3.4
percent in 2018. Following is a summary of the statements of revenues, expenses and changes in net
position (in thousands):

FY 2016 FY 2017 FY 2018

Operating revenues $ 233,994 $ 248,847 $ 265,830
Operating expenses (241,429) (258,954) (274,652)
Nonoperating revenues, net 31,933 15,428 21,528
Capital contributions and grants 10,477 1,904 13,328

Increase (decrease) in net position 34,975 7,225 26,034
Net position, beginning of year 742,741 775,949 783,174
Prior-period adjustment GASB 68 (1,767) - 717
Net position, end of year $ 775,949 $ 783,174 $ 809,925

Detailed descriptions of the components of operating revenues and expenses, and nonoperating
revenues and expenses are described in the sections that follow. The implementation of GASB 68 and 75
caused prior-period adjustments in fiscal years 2016 and 2018 respectively. The cumulative changes in
accounting for pension and postretirement benefit liabilities are reflected in these adjustments.



FINANCIAL HIGHLIGHTS

Operating Revenues (in thousands)

Airline revenue:
Landing fees
Aircraft parking fees
Building rentals
Security surcharge
Other aviation revenue
Total airline revenue
Concession revenue
Parking and ground transportation revenue
Ground rentals
Other operating revenue

Total operating revenue

Airline revenue:
Landing fees
Aircraft parking fees
Building rentals
Security surcharge
Other aviation revenue
Total airline revenue
Concession revenue
Parking and ground transportation revenue
Ground rentals
Other operating revenue

Total operating revenue

From 2017 to 2018

Increase
FY 2017 FY 2018 (Decrease) % Change
24,612 23,900 $ (712) (2.9%)
2,927 3,236 309 10.6%
56,575 62,241 5,666 10.0%
29,468 32,303 2,835 9.6%
2,799 1,477 (1,322) (47.2%)
116,381 123,157 6,776 5.8%
61,256 65,610 4,354 7.1%
49,407 53,254 3,847 7.8%
20,053 22,109 2,056 10.3%
1,750 1,701 (49) (2.8%)
248,847 265,831 $ 16,984 6.8%
From 2016 to 2017
Increase
FY 2016 FY 2017 (Decrease) % Change

23,985 24,612 $ 627 2.6%
2,701 2,927 226 8.4%
51,273 56,575 5,302 10.3%
29,223 29,468 245 0.8%
5,023 2,799 (2,224) (44.3%)
112,205 116,381 4,176 3.7%
56,274 61,256 4,982 8.9%
48,106 49,407 1,301 2.7%
16,226 20,053 3,827 23.6%
1,183 1,750 567 47.9%
233,994 $ 248,847 $ 14,853 6.3%

Fiscal year 2018 compared to 2017: Total airline revenues increased by $6.8 million, or 5.8 percent,

primarily due to an increased cost recovery for the airlines which was higher in fiscal year 2018,

compared to 2017. Landing fees decreased by $712 thousand or 2.9 percent due to airfield-related cost
savings. Aircraft parking fees increased by $309 thousand or 10.6 percent due to additional overnight
aircraft parking positions. Building rentals increased by $5.7 million or 10.0 percent due to increased cost
recovery from airline rents. Security surcharge increased by $2.8 million or 9.6 percent, primarily due to
increased terminal security charges. Other aviation revenue decreased by $1.3 million or 47.2 percent,
mostly due to common use cost recovery charges. Concession revenue increased by $4.4 million or 7.1
percent, reflecting increased enplanements. Parking and ground transportation increased by $3.8 million
or 7.8 percent, due to higher enplanements and higher trip fees from transportation network companies.
Ground and non-airline terminal rentals increased by $2.1 million or 10.3 percent. This increase was

primarily due to fuel facility rentals, and scheduled rent increases.



Fiscal year 2017 compared to 2016: Total airline revenues increased by $4.2 million, or 3.7 percent,
primarily due to an increased cost recovery from the airlines which was higher in fiscal year 2017,
compared to 2016. Landing fees increased by $627 thousand or 2.6 percent due to increased airfield
operating costs and new capital projects. Aircraft parking fees increased by $226 thousand or 8.4
percent, due to increased airfield-related costs. Building rentals increased by $5.3 million or 10.3 percent
due to higher terminal maintenance costs and changes in rentable square footage. Security surcharge
increased slightly by $245 thousand or .8 percent, partially due to increased security checkpoint
expenses and increased security equipment costs. Concession revenue increased by $5.0 million or 8.9
percent, reflecting higher sales per enplaned passenger. Parking and ground transportation increased by
$1.3 million or 2.7 percent, due to higher enplanements, valet parking revenue, and permits. Ground non-
airline terminal rentals increased by $3.8 million or 23.6 percent, due in part to new non-tenant
agreements and increased Fixed Base Operator rents. Other operating revenue increased by $567
thousand or 47.8 percent, primarily due to higher landing fees at the Fixed Base Operator, and higher
fees for miscellaneous services.

San Diego County Regional Airport Authority
Fiscal Year Ended June 30, 2018
Operating Revenues
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Operating Expenses (in thousands)

From 2017 to 2018

Increase

FY 2017 FY 2018 (Decrease) % Change
Salaries and benefits $ 46,874 $ 47,866 $ 992 2.1%
Contractual senvices 44,372 45,249 877 2.0%
Safety and security 28,422 30,733 2,311 8.1%
Space rental 10,190 10,190 - 0.0%
Utilities 10,736 12,509 1,773 16.5%
Maintenance 14,270 12,603 (1,667) (11.7%)
Equipment and systems 506 598 92 18.2%
Materials and supplies 611 656 45 7.4%
Insurance 956 1,098 142 14.9%
Employee development and support 1,347 1,248 (99) (7.3%)
Business development 2,347 3,246 899 38.3%
Equipment rentals and repairs 3,095 3,124 29 0.9%
Total operating expenses before
depreciation 163,726 169,120 5,394 3.3%
Depreciation 95,229 105,532 10,303 10.8%
Total operating expense $ 258,955 $ 274,652 15,697 6.1%
From 2016 to 2017
Increase
FY 2016 FY 2017 (Decrease) % Change
Salaries and benefits $ 42,025 $ 46,874 $ 4,849 11.5%
Contractual services 38,215 44,372 6,157 16.1%
Safety and security 28,721 28,422 (299) (1.0%)
Space rental 10,367 10,190 177) (1.7%)
Utilities 11,480 10,736 (744) (6.5%)
Maintenance 14,122 14,270 148 1.0%
Equipment and systems 708 506 (202) (28.5%)
Materials and supplies 536 611 75 14.0%
Insurance 950 956 6 0.6%
Employee development and support 1,242 1,347 105 8.5%
Business development 2,390 2,347 (43) (1.8%)
Equipment rentals and repairs 2,852 3,095 243 8.5%
Total operating expenses before
depreciation 153,608 163,726 10,118 6.6%
Depreciation 87,821 95,229 7,408 8.4%
Total operating expense $ 241,429 $ 258,955 $ 17,526 7.3%

Fiscal year 2018 compared to 2017: Total fiscal year 2018 operating expenses increased by $15.7
million or 6.1 percent. Salaries and benefits increased by $992 thousand or 2.1 percent, due to planned
wage and benefit increases. Contractual services increased by $877 thousand or 2.0 percent, mainly due
to higher expenses in custodial services. Safety and security increased by $2.3 million or 8.1 percent due
higher law enforcement and emergency services costs. Utilities increased by $1.8 million or 16.5 percent,
due to higher usage as a result of the increase in total passengers. Equipment and systems increased by
$92 thousand or 18.2 percent, mainly due to additional computer equipment and licenses. Insurance
increased by $142 thousand or 14.9 percent, primarily due to higher coverage costs of various policies.
Business development increased by $899 thousand or 38.3 percent, mainly due to community outreach.
Depreciation increased by $10.3 million or 10.8 percent, due to the Parking Plaza and international
passenger area (FIS) being placed in service.



Offsetting this increase in operating expenses was the following decrease: Maintenance expenses
decreased $1.7 million, or 11.7 percent, due in part to lower electrical and HVAC maintenance contract
costs.

Fiscal year 2017 compared to 2016: Total fiscal year 2017 operating expenses increased by $17.5
million or 7.3 percent. Salaries and benefits increased by $4.8 million or 11.5 percent, due to a GASB 68
valuation adjustment and planned wage and benefit increases. Contractual services increased by $6.2
million or 16.1 percent, mainly due to higher expenses in parking, noise monitoring, and a full year of
Rental Car Center bussing. Maintenance expenses increased $148 thousand, or 1.0 percent, due to
slightly higher major maintenance projects. Materials and supplies increased $75 thousand or 14.0
percent, partly due to higher maintenance and safety expenditures. Employee development and support
increased by $105 thousand or 8.5 percent, due to higher recruitment and training expenses. Depreciation
increased by $7.4 million or 8.5 percent, due to a full year of depreciation for the Rental Car Center.
Equipment rentals and repairs increased by $243 thousand or 8.5 percent, mainly due to higher
maintenance contract and computer licensing expenses.

Offsetting this increase in operating expenses were the following decreases: Safety and security
decreased by $299 thousand or 1.0 percent due to an estimate recorded in fiscal year 2016 pertaining to
expenses incurred in 2015. Space rental decreased by $177 thousand or 1.7 percent, due to the
termination of the taxi hold lot lease. Utilities decreased by $744 thousand or 6.5 percent, mainly due to
lower rates and usage, as well as state energy credits. Equipment and systems decreased by $202
thousand or 28.5 percent, due to lower office movement and reconfiguration expenses.

San Diego County Regional Airport Authority
Fiscal Year Ended June 30, 2018
Operating Expenses
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Nonoperating Revenues (Expenses) (in thousands)

From 2017 to 2018
Increase

FY 2017 FY 2018 (Decrease) % Change

Passenger facility charges $ 42,200 $ 46,953 $ 4,753 11.3%
Customer facility charges 36,528 41,037 4,509 12.3%
Quieter Home Program, net (785) (2,747) (1,962) (249.9%)
Joint studies program - (114) (114) 0.0%
Interest income 8,134 13,374 5,240 64.4%
Interest expense, net (53,528) (63,745) (10,217) (19.1%)
Other nonoperating income (expenses) (17,121) (13,230) 3,891 22.7%

Nonoperating revenues, net $ 15,428 $ 21,528 $ 6,100 39.5%

From 2016 to 2017

Increase
FY 2016 FY 2017 (Decrease) % Change

Passenger facility charges $ 40,258 $ 42,200 $ 1,942 4.8%
Customer facility charges 33,208 36,528 3,320 10.0%
Quieter Home Program, net (3,698) (785) 2,913 78.8%
Joint studies program (101) - 101 100.0%
Interest income 5,999 8,134 2,135 35.6%
Interest expense, net (45,979) (53,528) (7,549) (16.4%)
Other nonoperating income (expenses) 2,246 (17,121) (19,367) (862.3%)

Nonoperating revenues, net $ 31,933 § 15428 $ (16,505) (51.7%)

Passenger Facility Charges (PFCs) were established by Congress in 1990 as part of the Aviation
Safety and Capacity Expansion Act of 1990. The Airport Authority collects a $4.50 PFC from revenue
enplaned passengers to pay for the cost to design and construct eligible Airport capital projects or to
repay debt service issued to build such projects. PFCs are collected by the air carriers when passengers
purchase their tickets and are remitted to the Airport Authority the month following collection less a $0.11
administration fee.

Customer Facility Charges (CFCs) are authorized under Section 1936 of the California Civil Code and
approved by legislation under Senate Bill 1510. The revenues collected have been used to plan and
construct a consolidated rental car facility and related ground transportation system. The rental car
agencies remit to the Airport Authority collection of the fee monthly. In January 2017, the fee was
increased from $7.50 to $9.00 per day, up to five days for rental car transactions. This fee applies to
transactions that originated at the RCC. For car rental transactions of non-RCC tenants, the CFC rate
was increased from $2.17 to $2.42 per day, up to five days for rental car transactions.

Quieter Home Program includes sound attenuation construction improvements at all eligible single-
family and multifamily dwellings with six or fewer units located in the Year 2000 65 dB Community Noise
Equivalent Level contour. The project is eligible for the Airport Improvement Program (AIP). From
inception through the end of fiscal year 2018, the Airport Authority has spent $201.5 million and received
reimbursement for $162.2 million.

Interest income is derived from interest earned by the Airport Authority on investments and notes
receivable from the District.



Interest expense includes interest paid and accrued on the Bonds, Variable Debt, and Lease Interest.
This is netted with the capitalization of bond interest to the construction in progress assets that the bond
and variable debt finances. The capitalized interest in fiscal years ended June 30, 2018 and 2017 was
$7.2 million and $4.8 million, respectively. The bond premium amortization from all four bond series is
also netted with interest expense. The 2010 Series C Bonds were issued as Build America Bonds and, as
such, the Airport Authority receives a cash subsidy from the U.S. Treasury equal to 32.7 percent of the
interest payable. The interest subsidy for the fiscal years ended June 30, 2018 and 2017 was $4.7 million.

Other nonoperating income (expense) includes proceeds and expenses for legal settlements, gain
(loss) on the sale of assets, unrealized gain (loss) on investments, and other miscellaneous revenue and
expenses.

Fiscal year 2018 compared to 2017: Nonoperating revenues (net) increased by $6.1 million or 39.5
percent. Passenger facility charges increased by $4.8 million or 11.3 percent, due to a 10.7 percent
increase in enplaned passengers. Customer facility charges increased by $4.5 million or 12.3 percent,
due to a corresponding increase in rental car transactions and a full year receiving the increased daily fee
previously discussed. Interest income increased by $5.2 million or 64.4 percent, due to an increase in
dollars invested from the Series 2017 bond issuance as well as improved market performance compared
to fiscal year 2017. Other nonoperating expense increased by $3.9 million or 22.7 percent, primarily due
to a loss on fixed asset disposal resulting from the new Parking Plaza.

The increase in nonoperating income was offset by a Quieter Home Program expenses (net) increase of
$2.0 million or 250.1 percent, due to higher sound attenuation activity. Interest expense (net) was higher
by $10.2 million or 19.1 percent, due to the SE 2017 bond issuance.

Fiscal year 2017 compared to 2016: Nonoperating revenues (net) decreased by $16.5 million or 51.7
percent. Passenger facility charges increased by $1.9 million or 4.8 percent, due to a 3.8 percent
increase in enplaned passengers. Customer facility charges increased by $3.3 million or 10.0 percent,
due to a corresponding increase in rental car transactions and increase in fee effective January 1, 2017.
Quieter Home Program expenses (net) decreased by 2.9 million or 78.8 percent, due to lower sound
attenuation activity. Interest income increased by $2.1 million or 35.6 percent, due to an increase in
dollars invested as well as improved market performance compared to fiscal year 2016.

Offsetting the nonoperating income was a higher net interest expense of $7.5 million or 16.4 percent, due
to lower capitalized interest. Other nonoperating expense increased by $19.4 million or 862.3 percent,
primarily due to a loss on fixed asset disposal resulting from the new Federal Inspection Station project.

Capital Grant Contributions (in thousands)

From 2017 to 2018

Increase
FY 2017 FY 2018 (Decrease) % Change
Federal grants $ 1,904 $ 13,328 $ 11,424 600.0%

From 2016 to 2017

Increase
FY 2016 FY 2017 (Decrease) % Change
Federal grants $ 10,477 $ 1,904 $ (8,573) (81.8%)
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Capital Grant Contributions are comprised of Airport Improvement Project (AIP) entitlement and
discretionary grants through the Federal Aviation Administration (FAA) and other Federal and state
organizations. These funds are recognized as revenue as the work is completed on the eligible projects.
In fiscal year 2018 capital grant contributions increased by $11.4 million or 600.0 percent compared to
fiscal year 2017. Additionally in fiscal year 2017, capital grant contributions decreased by $8.6 million or
81.8 percent, compared to fiscal year 2016. This was due to the completion of the Runway 9 displaced
threshold, Northside taxiway bypass, and storm drain trunk projects.

Variances from year to year relate to the amount of work completed on eligible projects during the fiscal
year. In fiscal year 2018, the grant fund increase is primarily due to airfield projects.

Assets, Liabilities and Net Position (in thousands)

The statements of net position present the financial position of the Airport Authority as of a period in time.
The statements include all assets, deferred outflows, liabilities, deferred inflows and net position of the
Airport Authority. A summary comparison of the Airport Authority’s assets, liabilities and net position at
June 30, 2016, 2017 and 2018, is as follows:

FY 2016 FY 2017 FY 2018
Assets and Deferred Outflows of Resources
Current assets $ 169,078 $ 191,307 $ 223,610
Capital assets, net 1,551,007 1,544,909 1,704,141
Noncurrent assets 491,362 494,040 643,474
Total assets 2,211,447 2,230,256 2,571,225
Deferred outflows of resources 4,260 20,246 24,196
Total assets and deferred outflows
of resources 2,215,707 2,250,502 2,595,421
Liabilities and Deferred Inflows of Resources
Current liabilities 103,136 104,422 145,942
Long-term liabilities 1,334,816 1,361,090 1,635,326
Total liabilities 1,437,952 1,465,512 1,781,268
Deferred inflows of resources 1,807 1,815 4,228
Total liabilities and deferred inflows
of resources 1,439,759 1,467,327 1,785,496
Net Position
Net investment in capital assets 310,339 263,952 281,703
Restricted 214,533 225,088 244,188
Unrestricted 251,076 294,133 284,034
Total net position $ 775,948 $ 783,173 $ 809,925

As of June 30, 2018, the Airport Authority’s assets and deferred outflows of resources exceeded liabilities
and deferred inflows of resources by $809.9 million. This reflects a $26.8 million increase in net position
from June 30, 2017. The Airport Authority uses the capital assets to provide services to its passengers
and other users of SDIA; consequently, these assets cannot be sold or otherwise liquidated. Although the
Airport Authority’s investment in its capital assets is reported net of related debt, it is noted that the funds
required to repay this debt must be provided annually from operations. The unrestricted net position of
$284 million as of June 30, 2018, may be used to meet any of the Airport Authority’s ongoing obligations.
As of June 30, 2018, 2017 and 2016, management has designated unrestricted funds in the amount of
$39.3 million, $25.8 million, and $31.3 million, respectively, for capital contract commitments funded by
Airport Authority cash, earthquake insurance and operating contingency.
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Capital Program

The Capital Program is a rolling five-year program that provides critical improvements and asset
additions. The program includes capital projects that address federal security requirements, airfield
security, environmental remediation, terminal upgrades and development. Funding sources for the
projects include the Federal Aviation Administration’s Airport Improvement Program, Transportation
Security Agency grants, Passenger Facility Charges, Customer Facility Charges, airport operating
revenues, airport revenue bonds, special facility bonds, and short-term borrowing using commercial
paper/revolving lines of credit.

The current Capital Program, which includes projects through 2023, consists of $300.7 million for airside
projects, $258.9 million for landside and ancillary projects, $415.9 million for terminal projects, and $127.8
million for administrative projects.

Capital Program Projects by Type
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Additional information of the Airport Authority’s capital assets can be found in Note 4 to the financial
statements.

Capital Financing and Debt Management

On October 5, 2010, the Airport Authority issued $572.6 million of Subordinate Airport Revenue Bonds
Series 2010 A, B and C (Series 2010 Bonds). The bonds are rated A/A2/A by Standard & Poor’s,
Moody’s Investors Service and Fitch Ratings, respectively. The Subordinate Series 2010 Bonds were
issued to finance certain capital improvements at SDIA, fund a portion of the interest accruing on the
Subordinate Series 2010 Bonds, refund $142.2 million of the Airport Authority’s outstanding commercial
paper notes, fund the subordinate bond reserve fund and pay the costs of issuance of the Subordinate
Series 2010 Bonds.

The Series 2010 A and B bonds were structured as serial and term bonds that bear interest at rates
ranging from 2.00 percent to 5.00 percent and mature in fiscal years 2012 to 2041. The Series 2010 C
Bonds were issued as Build America Bonds and include a cash subsidy payment from the U.S. Treasury;
currently, 32.69 percent of interest payable. The interest rate on the Series 2010 C Bonds, net of subsidy,
is 4.46 percent and the bonds mature in fiscal year 2041.
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The Subordinate Series 2010 Bonds are special obligations of the Airport Authority, payable from and
secured by (a) a pledge of subordinate net revenues, which include certain income and revenue received
by the Airport Authority from the operation of the airport system, less all amounts that are required to pay
the operation and maintenance expenses of the airport system and all amounts necessary to pay debt
service on and fund the reserves for the senior bonds; and (b) certain funds and accounts held by the
subordinate trustee under the subordinate indenture. The Subordinate Series 2010 Bonds were issued
with a pledge of and lien on subordinate net revenues on parity with the Airport Authority’s subordinate
commercial paper notes. As of June 30, 2018, the principal balance on the subordinate Series 2010
Bonds was $537.0 million.

On January 30, 2013, the Airport Authority issued $379.6 million of Senior Airport Revenue Bonds Series
2013 A and B (Series 2013 Bonds). The Series 2013 Bonds are rated A+/A1/A+ by Standard & Poor’s,
Moody’s Investors Service and Fitch Ratings, respectively. The Senior Series 2013 Bonds were issued to
finance certain capital improvements at SDIA, fund a portion of the interest accrued on the senior Series
2013 Bonds, fund the senior reserve fund, and pay the costs of issuance of the Senior Series 2013
Bonds.

The Series 2013 Bonds were structured as serial and term bonds that bear interest at rates ranging from
3.00 percent to 5.00 percent and mature in fiscal years 2016 to 2044. The bonds were issued at a
premium of $55.9 million, which is being amortized over the life of the bonds. Interest on the Senior
Series 2013 Bonds is payable semiannually on January 1 and July 1 of each year. Interest expense for
the fiscal year ended June 30, 2018, amounted to $18.26 million, including accrued interest of

$9.48 million. The principal balance on the Series 2013 Bonds as of June 30, 2018 was $373.3 million.

The Senior Series 2013 Bonds are special obligations of the Airport Authority, payable solely from and
secured by (a) a pledge of net revenues, which include certain income and revenue received by the
Airport Authority from the operation of the airport system, less all amounts that are required to pay the
operation and maintenance expenses of the airport system (b) certain funds and accounts held by the
senior trustee under the senior indenture.

As senior lien bonds, the Series 2013 Bonds require that charges for services be set each fiscal year at
rates sufficient to produce pledged revenues at least 125 percent times the senior debt service for that
year. In addition, the Series 2013 Bonds require the Airport Authority to maintain a reserve account with
the bond trustee and to reserve certain amounts in the Airport Authority’s books, as shown in Note 2.

On February 19, 2014, the Airport Authority issued $305,285,000 of Series A and B Senior Special
Facilities Revenue Bonds (Series 2014 Bonds). The Series 2014 Bonds were issued to finance a portion
of the costs of the development and construction of a consolidated rental car facility and related
improvements at SDIA, fund a portion of the interest on the Series 2014 Bonds, fund deposits to the
senior reserve fund, the rolling coverage fund and pay the costs of issuance of the Series 2014 Bonds.

The Series 2014 A Bonds were structured as tax-exempt non-AMT term bonds that bear interest at 5.00
percent. The Series 2014 B Bonds were structured as federally taxable bonds that bear interest at rates
ranging from 2.54 percent to 5.59 percent and mature in fiscal years 2019 to 2045. As of June 30, 2018,
the principal balance on the Series 2014 Bonds was $305.3 million.

The Series 2014 Bonds are special limited obligations of the Airport Authority, payable solely from and
secured by a pledge of the Trust Estate, which includes, among other things, Customer Facility Charges
collected from the rental car companies operating at the Airport and remitted to the Trustee. No revenues
of the Airport Authority other than the Customer Facility Charges and the Bond Funding Supplemental
Consideration (as defined in the Indenture), are pledged to the payment of the Series 2014 Bonds.
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On August 3, 2017, the Airport Authority issued $291,210,000 of Series A and B Subordinate Airport
Revenue Bonds (Series 2017 Bonds). The Series 2017 Bonds were issued to finance certain capital
improvements at SDIA including the Parking Plaza and the FIS facility, fund a portion of the interest
accruing on the subordinate Series 2017 Bonds, refund $32,550,000 of the Airport Authority’s outstanding
variable rate debt, which was issued during 2017, fund the subordinate reserve fund and pay the costs of
issuance of the subordinate Series 2017 Bonds. The Series 2017 Bonds are structured as serial and term
bonds that bear interest at rates ranging from 4.00 percent to 5.00 percent and mature in fiscal years
2019 to 2048. The bonds were issued at a premium of $48,423,688, which is being amortized over the
life of the bonds. Interest on the senior Series 2017 Bonds is payable semiannually on January 1 and July
1, of each year. Interest expense for the fiscal year ended June 30, 2018, amounted to $13.2 million,
including accrued interest of $7.27 million. As of June 30, 2018, the principal balance on the Series 2017
was $291.2 million.

On September 5, 2014, the Airport Authority replaced its commercial paper program with a $125,000,000
Revolving Line of Credit, issued by US Bank, which was used to refund the outstanding Series B and
Series C commercial paper balances. The revolving line of credit is a three year agreement that was
extended through June 29, 2020. As of June 30, 2018, the Airport Authority’s outstanding debt under this
agreement consists of $14.8 million of Series B (AMT) and $5.4 million Series C (taxable).

The revolving line of credit is payable solely from and secured by a pledge of subordinate net revenues.
Subordinate net revenues are generally defined as all revenues and other cash receipts of the Airport
Authority’s airport operations remaining after Senior Lien payments have been deposited by the Trustee
in accordance with the Senior Lien Trust Indenture.

Additional information of the Airport Authority’s long-term debt can be found in Note 5 to the financial
statements.

The SDIA’s PFC program was established in 1994, and currently authorizes the imposition of a $4.50 fee
on enplaning passengers. There are currently four active applications which provide authority to impose
and use PFC revenue through November 1, 2037.

FAA entitlement and discretionary grants are awarded on a federal fiscal year running October 1 through
September 30. The Airport Authority has received approximately $25.4 million in grant awards for the
federal fiscal year ended September 30, 2018, as compared to $24.7 million for 2017. Grant awards are
recognized as nonoperating revenue or capital contributions as eligible expenses are incurred.

REQUEST FOR INFORMATION

This financial report is designed to provide a general overview of the Airport Authority’s finances.
Questions concerning any of the information provided in this report or request for additional information
should be addressed in writing to the Accounting Department, P.O. Box 82776, San Diego, CA 92138.
The Accounting Department can also be reached at (619) 400-2807. A copy of the financial report is
available at www.san.org.
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San Diego County Regional Airport Authority

Statements of Net Position
June 30, 2018 and 2017

Assets and Deferred Outflows of Resources 2018 2017
Current Assets
Unrestricted:
Cash and cash equivalents (Note 2) $ 7,243,688 10,743,557
Investments (Notes 2 and 11) 85,690,254 97,353,685
Tenant lease receivables, net 10,837,699 9,321,940
Grants receivable 10,955,228