SAN DIEGO COUNTVY
REGIONAL AIRPORT AUTHORITY

BOARD
AGENDA

Thursday, December 4, 2014
9:00 A.M.

San Diego International Airport
Commuter Terminal — Third Floor
Board Room
3225 N. Harbor Drive
San Diego, California 92101

Live webcasts of Authority Board meetings can be accessed at
http://www.san.orqg/airport authority/boardmeetings.asp.

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. |f 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 Corporate & Information Governance 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
Corporate & Information Governance/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 Corporate & Information Governance/Authority Clerk Department with your
request at (619) 400-2400 at least three (3) working days prior to the meeting.
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CALL TO ORDER:

PLEDGE OF ALLEGIANCE:
ROLL CALL:
PRESENTATIONS:

A. PRESENTATION OF THE CERTIFICATE OF ACHIEVEMENT FOR
EXCELLENCE IN FINANCIAL REPORTING FOR THE FISCAL YEAR ENDED
JUNE 30, 2013:
Presented to the San Diego County Regional Airport Authority, Scott Brickner, Vice
President, Finance & Asset Management/Treasurer, and Kathy Kiefer, Senior
Director, Finance & Asset Management by Lisa Marie Harris, Director of Finance,
San Diego County Water Authority

B. PRESENTATION FROM BKD, LLP, EXTERNAL AUDITOR, REGARDING
EXTERNAL AUDITOR'S FISCAL YEAR ENDED JUNE 30, 2014, REPORTS:
Presented by Kathy Kiefer, Senior Director, Finance & Asset Management; BKD, LLP

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

STANDING BOARD COMMITTEES

e AUDIT COMMITTEE:
Committee Members: Gleason, Hollingworth, Hubbs, Sessom, Smisek (Chair),
Tartre, Van Sambeek

e CAPITAL IMPROVEMENT PROGRAM OVERSIGHT COMMITTEE:
Committee Members: Alvarez, Gleason, Hubbs (Chair), Robinson

e EXECUTIVE PERSONNEL AND COMPENSATION COMMITTEE:
Committee Members: Cox, Desmond (Chair), Hubbs, Sessom, Smisek

e FINANCE COMMITTEE:
Committee Members: Alvarez, Cox (Chair), Hubbs, Robinson, Sessom

ADVISORY COMMITTEES

e AUTHORITY ADVISORY COMMITTEE:
Liaison: Robinson, Smisek

e ART ADVISORY COMMITTEE:
Committee Member: Gleason
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LIAISONS

e AIRPORT LAND USE COMPATIBILITY PLAN FOR SAN DIEGO
INTERNATIONAL AIRPORT:
Liaison: Robinson

e CALTRANS:
Liaison: Berman

e INTER-GOVERNMENTAL AFFAIRS:
Liaison: Cox

e MILITARY AFFAIRS:
Liaison:

e PORT:
Liaisons: Cox, Gleason (Primary), Robinson

BOARD REPRESENTATIVES (EXTERNAL)

e SANDAG TRANSPORTATION COMMITTEE:
Representatives: Hubbs, Smisek (Primary)

e WORLD TRADE CENTER:
Representatives: Alvarez, Gleason (Primary)

CHAIR'S REPORT:

PRESIDENT/CEOQO’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.



Board Agenda
Thursday, December 4, 2014
Page 4 of 10

CONSENT AGENDA (Items 1-12):

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 Board meetings.
RECOMMENDATION: Approve the minutes of the November 6, 2014, regular
meeting.

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.

(Corporate & Information Governance: Tony Russell, Director/Authority
Clerk)

AWARDED CONTRACTS, APPROVED CHANGE ORDERS FROM

OCTOBER 13, 2014, THROUGH NOVEMBER 9, 2014, AND REAL PROPERTY
AGREEMENTS GRANTED AND ACCEPTED FROM OCTOBER 13, 2014,
THROUGH NOVEMBER 9, 2014:

The Board is requested to receive the report.

RECOMMENDATION: Receive the report.

(Procurement: Jana Vargas, Director)

AMEND POLICY 5.12, PREFERENCE TO SMALL BUSINESSES 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: Adopt Resolution No. 2014-0132, amending Policy 5.12,
Preference to Small Businesses and Policy 5.14, Small Business, Local Business and
Service-Disabled Veteran Owned Small Business Goal and Preference Program to
increase the maximum allowable preference, to not exceed $200,000 on any single
bid.

(Procurement: Jana Vargas, Director, and Sonia Cruz, Small Business
Development Program Manager)
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5.

APPROVE ESTABLISHING THE DATE AND TIME OF BOARD AND ALUC
MEETINGS FOR 2015, AS INDICATED ON THE PROPOSED 2015 MASTER
CALENDAR OF BOARD AND COMMITTEE MEETINGS:

The Board is requested to approve establishing the 2015 meeting dates.
RECOMMENDATION: Adopt Resolution No. 2014-0133, establishing the date and
time of Board and ALUC meetings for 2015, as indicated on the proposed 2015
Master Calendar of Board and Committee Meetings.

(Corporate & Information Governance: Tony R. Russell, Director/
Authority Clerk)

CLAIMS

COMMITTEE RECOMMENDATIONS

6.

EXTERNAL AUDITOR'S FISCAL YEAR ENDED JUNE 30, 2014, REPORTS: A)
AUDITED FINANCIAL STATEMENT, B) COMPLIANCE (SINGLE AUDIT)
REPORT, C) PASSENGER FACILITY CHARGE COMPLIANCE REPORT, D)
CUSTOMER FACILITY CHARGE COMPLIANCE REPORT, AND E) REPORT TO
THE AUDIT COMMITTEE:

The Board is requested to accept the reports.

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

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

REVIEW OF THE COMPREHENSIVE ANNUAL FINANCIAL REPORT (CAFR)
FOR THE FISCAL YEAR ENDED JUNE 30, 2014:

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)

QUARTERLY AUDIT ACTIVITIES REPORT — FISCAL YEAR 2015 FIRST
QUARTER, 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: Mark A. Burchyett, Chief Auditor)
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CONTRACTS AND AGREEMENTS

0. APPROVE AND AUTHORIZE THE PRESIDENT/CEO TO EXECUTE A FIRST
AMENDMENT TO THE PEST CONTROL AND REMEDIATION SERVICES
AGREEMENT WITH CARTWRIGHT TERMITE & PEST CONTROL, INC.:

The Board is requested to authorize the President/CEO to execute an amendment.
RECOMMENDATION: Adopt Resolution No. 2014-0134, approving and authorizing
the President/CEO to execute a First Amendment to the Pest Control and
Remediation Services Agreement with Cartwright Termite & Pest Control, Inc.,
which revises and combines the pest control and remediation services
compensation language specified in Exhibit B, Compensation & Payment Schedule,
of the Agreement.

(Facilities Management: Murray Bauer, Director)

10. GRANT AN EASEMENT FOR ELECTRICAL EQUIPMENT TO SAN DIEGO GAS
& ELECTRIC:
The Board is requested to grant an easement.
RECOMMENDATION: Adopt Resolution No. 2014-0135, authorizing the
President/CEO to negotiate and execute an easement for electrical equipment with
San Diego Gas & Electric in support of the Electrical Distribution System project.
(Business and Financial Management: Troy Ann Leech, Sr. Manager,
Aviation and Commercial Business)

11. AUTHORIZE THE PRESIDENT/CEO TO CONSENT TO A SOLAR SERVICES
AND SITE SUBLEASE AGREEMENT BETWEEN LANDMARK AVIATION GSO-
SAN, LLC AND SAN DIEGO SPEAR POINT SOLAR ], LLC:

The Board is requested to authorize the President/CEO to consent to the sublease
agreement.

RECOMMENDATION: Adopt Resolution No. 2014-0136, authorizing the
President/CEO to negotiate and execute an agreement consenting to a Solar and
Site Sublease Agreement between Landmark Aviation GSO-SAN, LLC and San Diego
Spear Point Solar 1, LLC to allow the installation and operation of solar panels and
related improvements within the Landmark Aviation GSO-SAN, LLC premises.
(Business and Financial Management: Troy Ann Leech, Sr. Manager,
Aviation and Commercial Business)

CONTRACTS AND AGREEMENTS AND/OR AMENDMENTS TO CONTRACTS AND
AGREEMENTS EXCEEDING $1 MILLION
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PUBLIC HEARINGS:

OLD BUSINESS:

12.

APPROVE AND AUTHORIZE THE PRESIDENT/CEO TO NEGOTIATE AND
EXECUTE A SITE LEASE AGREEMENT AND SOLAR POWER PURCHASE
AGREEMENT TO FINANCE, DESIGN, INSTALL, OPERATE, AND MAINTAIN A
SOLAR PHOTOVOLTAIC GENERATING SYSTEM WITH LINDBERG FIELD
SOLAR 2, LLC, AT SAN DIEGO INTERNATIONAL AIRPORT (CONTINUED
FROM THE NOVEMBER 6, 2014 BOARD MEETING).

The Board is requested to authorize the President/CEO to negotiate and execute
the agreements.

RECOMMENDATION: Adopt Resolution No. 2014-0131, approving and authorizing
the President/CEO to negotiate and execute: (1) a site lease agreement with
Lindberg Field Solar 2, LLC, for the development and installation of a solar
photovoltaic (“PV") generating system, for a maximum term of 20 years; and (2) a
solar power purchase agreement with Lindberg Field Solar 2, LLC, to finance,
design, install, operate, and maintain the solar PV generating system in an amount
not-to-exceed $24,500,000 and a maximum term limit of 20 years, at San Diego
International Airport.

(Airport Design and Construction: Bob Bolton, Director)

NEW BUSINESS:

13.

14.

DECEMBER 2014 LEGISLATIVE REPORT AND 2015 LEGISLATIVE AGENDA:
The Board is requested to approve the report and agenda.

RECOMMENDATION: Adopt Resolution No. 2014-0137, approving the

December 2014 Legislative Report and 2015 Legislative Agenda.
(Inter-Governmental Relations: Michael Kulis, Director)

DISCUSSION AND POSSIBLE DIRECTION REGARDING DEFINITION AND
PREFERENCE FOR LOCAL BUSINESS ENTERPRISES AND A DOMESTIC
PARTNERS EQUAL BENEFITS CONTRACTING POLICY:

The Board is requested to provide possible direction.

RECOMMENDATION: Receive the report and provide possible direction.
(Procurement: Jana Vargas, Director; and Sonia Cruz, Small Business
Development Program Manager)
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CLOSED SESSION:

15. CONFERENCE WITH REAL PROPERTY NEGOTIATORS:
(Real property negotiations pursuant to Cal. Gov. Code § 54954.5(b) and § 54956.8.)
Property: Salt Plant — 17 acre parcel located at 1470 Bay Boulevard, San Diego.
Agency Negotiators: Scott Brickner, Finance & Asset Management, Vice
President/Treasurer.
Negotiating Parties: San Diego Gas & Electric, United States Fish and Wildlife
Service, GGTW, LLC (current tenant) and/or other interested parties.
Under Negotiation: Sale — terms and conditions.

16. CONFERENCE WITH LEGAL COUNSEL-EXISTING LITIGATION:
(Cal. Gov. Code § 54956.9(a) and (d)(1).)
Diego Concession Group, Inc. v. San Diego County Regional Airport Authority,
San Diego Superior Court Case No. 37-2012-00088083-CU-BT-CTL

17. CONFERENCE WITH LEGAL COUNSEL-EXISTING LITIGATION:
(Cal. Gov. Code 8§ 54956.9(a) and (d)(1).)
Dryden Oaks, LLC v. San Diego County Regional Airport Authority, et al.,
San Diego Superior Court, North County, Case No. 37-2014-00004077-CU-EI-NC

18. CONFERENCE WITH LEGAL COUNSEL — EXISTING LITIGATION:
(Cal. Gov. Code 8§ 54956.9(a) and (d)(1).)
Donna Wilson; John Wilson v. San Diego Port Authority; San Diego International
Airport; San Diego County Regional Airport Authority
San Diego Superior Court Case No. 37-2014-00015326-CU-PO-CTL (Meyer)

19. CONFERENCE WITH LEGAL COUNSEL — EXISTING LITIGATION:
(Cal. Gov. Code 854956.9(a) and (d)(1).)
Jennifer Cain v. San Diego County Regional Airport Authority, et al
San Diego Superior Court Case No. 37-2014-00030402-CU-PO-CTL

20. CONFERENCE WITH LEGAL COUNSEL — ANTICIPATED LITIGATION AND
EXISTING LITIGATION:
(Significant exposure to litigation pursuant to Cal. Gov. Code 88 54956.9(a) and
54956.9(b).)
Jay A. Bass, et a/v. San Diego City Employees’ Retirement System, et a/.,
San Diego Superior Court Case No. 37-2013-00077566-CU-OE-CTL

21. CONFERENCE WITH LEGAL COUNSEL — ANTICIPATED LITIGATION:
(Significant exposure to litigation pursuant to Cal. Gov. Code 88 54956.9 (b) and
54954.5.)

Re: Investigative Order No. R9-2012-0009 by the California Regional Water Quality
Control Board regarding submission of technical reports pertaining to an
investigation of bay sediments at the Downtown Anchorage Area in San Diego.
Number of potential cases: 1
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22. CONFERENCE WITH LEGAL COUNSEL — ANTICIPATED LITIGATION:
(Initiation of litigation pursuant to Cal. Government Code 8§ 54956.9(d).)
Number of cases: 2

REPORT ON CLOSED SESSION:

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.

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 Commuter Terminal. Bring your ticket to
the third floor receptionist for validation.

You may also reach the Commuter Terminal by using public transit via the San Diego

MTS system, Route 992. For route and fare information, please call the San Diego
MTS at (619) 233-3004 or 511.
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ITEMA

PRESENTATION OF THE CERTIFICATE
OF ACHIEVEMENT FOR EXCELLENCE
IN FINANCIAL REPORTING FOR THE
FISCAL YEAR ENDED JUNE 30, 2013:

THERE ARE NO MATERIALS FOR
THIS ITEM



ITEM B

PRESENTATION FROM BKD, LLP,
EXTERNAL AUDITOR, REGARDING
EXTERNAL AUDITOR'S FISCAL YEAR
ENDED JUNE 30, 2014, REPORTS:

THERE ARE NO MATERIALS FOR
THIS ITEM



ITEM 1

DRAFT
SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY BOARD
MINUTES
THURSDAY, NOVEMBER 6, 2014
SAN DIEGO INTERNATIONAL AIRPORT
BOARD ROOM

CALL TO ORDER: Chair Gleason called the regular meeting of the San Diego
County Regional Airport Authority Board to order at 9:02 a.m. on Thursday,
November 6, 2014, in the Board Room at the San Diego International Airport,
Commuter Terminal, 3225 North Harbor Drive, San Diego, CA 92101.

PLEDGE OF ALLEGIANCE: Board Member Boling led the Pledge of
Allegiance.

ROLL CALL:

PRESENT: Board Members: Boling, Cox, Desmond, Farnam (Ex
Officio), Gleason, Hubbs, Robinson,
Smisek

ABSENT: Board Members: Alvarez, Berman, (Ex Officio),

Ortega (Ex Officio), Sessom

ALSO PRESENT:  Thella F. Bowens, President/CEQ; Breton K. Lobner, General
Counsel; Tony R. Russell, Director, Corporate and Information
Governance/Authority Clerk; Lorraine Bennett, Assistant
Authority Clerk li

PRESENTATIONS:

A. FINANCIAL UPDATE OF THE UNAUDITED FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2014:
Scott Brickner, Vice President/Treasurer, Finance & Asset Management
provided a presentation on the Financial Update of the Unaudited
Financial Statements for the Three Months Ended September 30, 2014,
which included Operating Revenues by Percentage for the Three Months
Ended September 30, 2014 (Unaudited), Operating Expenses by
Percentage for the Three Months Ended September 30, 2014 (Unaudited),
Non-operating Revenues and Expenses (Unaudited), Financial Summary,
and Statement of Net Position, as of September 30, 2014 (Unaudited).

0pooo |
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PRESENTATION REGARDING THE POINT LOMA WASTEWATER
TREATMENT PLANT:

Brent Eidson, Deputy Director, External Affairs, Public Utilities
Department, City of San Diego, provided a presentation on Pure Water
San Diego, which included Numerous Water Challenges, What Options
Does San Diego Have, Pure Water: Our Opportunity, Advanced Water
Purification, Developing Our Local Water Supply, Wastewater Treatment
System, Secondary Equivalency, Pure Water Program Next Steps, and
Summary.

In response to Chair Gleason regarding the proposed location of the
wastewater facility and the impacts with its proximity to the Authority, Mr.
Eidson stated that with increased technology, there would most likely be
no odor on most days. He offered Board members a tour of one of their
facilities to demonstrate how odor control works and to view the
architecture of the building structures.

In response to Board Member Boling regarding whether there will be a
public process for the design of the proposed site, Mr. Eidson stated that
since the plan is 10-15 years out, that moving forward, the City will be
working with the Authority.

In response to Thella F. Bowens, President/CEQ, regarding whether there
will be a formal public process of the plan prior to being brought before the
City Council, Mr. Eidson stated that there will be notices of public hearings
scheduled beginning in January 2015, to discuss the plan, followed by
subsequent public hearings to talk about the program phases.

REPORTS FROM BOARD COMMITTEES, AD HOC COMMITTEES, AND

CITIZEN COMMITTEES AND LIAISONS:

STANDING BOARD COMMITTEES

AUDIT COMMITTEE:
Board Member Smisek announced that the next Committee Meeting is
scheduled on November 17, 2014.

CAPITAL IMPROVEMENT PROGRAM OVERSIGHT COMMITTEE:
Board Member Hubbs reported that the Committee met on October
21, 2014, and received an extensive overview of current projects.

EXECUTIVE PERSONNEL AND COMPENSATION COMMITTEE:
Board Member Desmond announced that the next Committee Meeting is
scheduled in January 2015.

FINANCE COMMITTEE: None.
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ADVISORY COMMITTEES

AUTHORITY ADVISORY COMMITTEE:

Board Member Smisek reported that at its meeting in October, the
committee was presented with a 4" option for the Airport Development
Plan, which will be presented to the Board at a future meeting.

ART ADVISORY COMMITTEE:

Chair Gleason announced that a public meeting is scheduled on
November 14, 2014 to receive community input regarding future mural
displays for the Commuter Terminal wall. He also announced that a Teen
Workshop will be held on November 15, 2014 from 10:00 a.m. to 4:00
p.m. at the Authority. He noted that Item 8 is on the agenda for Board
approval.

LIAISONS

AIRPORT LAND USE COMPATIBILITY PLAN FOR SAN DIEGO
INTERNATIONAL AIRPORT: None.
CALTRANS: None.

INTER-GOVERNMENTAL AFFAIRS:

Board Member Cox reported that on October 31st, the Airport Authority
hosted the directors of California’s 34 commercial airports for the
California Airports Council Board meeting. He reported that on November
7, 2014, several members of the Congressional Black Caucus Institute
and staff will participate in a security tour of the airport hosted by the
Transportation Security Administration. He also reported that State and
Federal legislative consultants will provide an update to the Board at its
December meeting, on what the results of the recent elections mean for
aviation and, specifically, for airports in the coming year.

MILITARY AFFAIRS:
Board Member Farnam announced that the Marine Corps Ball is
scheduled on November 10, 2014.

PORT: None.

BOARD REPRESENTATIVES (EXTERNAL)

SANDAG TRANSPORTATION COMMITTEE:
Board Member Smisek reported that the Committee met on October 17,
2014, to discuss amendments to existing plans and grants, and received
an update on the North Coast Corridor Project.
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e WORLD TRADE CENTER:
Chair Gleason reported that the Port Commission and City of San Diego
have approved the amended and restated license agreement with the
World Trade Centers Association, which is owned by the Authority, the
San Diego Unified Port District and the City of San Diego. He stated that
the three license holders will be working on ways to deliver services, and
will be bringing more definitive plans to the Board at a future meeting.

CHAIR’S REPORT:

Chair Gleason announced that information has been circulated to the appointing
jurisdictions regarding the upcoming vacancies on the Authority Board of
Directors. He requested that, as Board Members review the 2015 Master
Calendar of Board and Committee meetings, they should consider that new
Committee assignments will be made in February, and he encouraged Board
members to let him know if anyone was interested in serving on other
Committees.

PRESIDENT/CEO’S REPORT:

Thella F. Bowens, President/CEQ, reported that the Authority will welcome three
participants to participate in our Veterans Fellowship Program that assists
veterans in the transition from active duty to the civilian workforce, by providing
practical work experience, networking opportunities and an understanding of the
aviation environment. She reported that at the Airports Going Green conference
in Chicago, the Authority received the Five Airplane Award, the highest level
award for the Authority’s Green Build Project. She reported on the success of
the recent AirEx exercise on October 8", related to an exercise to test critical first
responders in an emergency scenario at the airport. She also reported on the
ongoing Airport Development Plan outreach efforts.

NON-AGENDA PUBLIC COMMENT:

MARGY WEST, SAN DIEGO, representing Pro Point Loma, expressed concerns
with the proposed instaliation of stadium lighting at Point Loma High School. She
asked the Board to be more proactive in managing inherent safety risks of this
project.

Chair Gleason requested that staff provide a written briefing to the Board on the
issue.

LEX OLBREE, SAN DIEGO, spoke regarding ongoing issues related to
employee contract negotiations with High Flying Foods and SSP America. She
provided a letter dated April 20, 2013, from the Port of Oakland regarding
Oakland Food/Beverage Concessionaires.
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DANI RAMOS, SAN DIEGO, asked for assistance from the Board regarding
ongoing employee and concessionaire contract negotiations.

Chair Gleason requested that staff provide an update regarding the status of this
issue and what other airports are doing.

Board Member Hubbs left the dais at 9:55 a.m.

CONSENT AGENDA (items 1-18):

ACTION: Moved by Board Member Cox and seconded by Board Member
Robinson to approve the Consent Agenda. Motion carried by the following
vote: YES - Boling, Cox, Desmond, Gleason, Robinson, Smisek; NO —
None; ABSENT - Alvarez, Hubbs, Sessom. (Weighted Vote Points: YES —
67; NO - 0; ABSENT 33).

1. APPROVAL OF MINUTES:
RECOMMENDATION: Approve the minutes of the October 2, 2014,
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 8, 2014 THROUGH OCTOBER 12, 2014, AND REAL
PROPERTY AGREEMENTS GRANTED AND ACCEPTED FROM
SEPTEMBER 8, 2014 THROUGH OCTOBER 12, 2014:
RECOMMENDATION: Receive the report.

4. NOVEMBER 2014 LEGISLATIVE REPORT:
RECOMMENDATION: Adopt Resolution No. 2014-0117, approving the
November 2014 Legislative Report.

CLAIMS
5. REJECT THE CLAIM OF LYNETTE ZIEGENFUSS:

RECOMMENDATION: Adopt Resolution No. 2014-0118, rejecting the
claim of Lynette Ziegenfuss.
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6.

REJECT THE CLAIM OF HANI MAHADIN:
RECOMMENDATION: Adopt Resolution No. 2014-0119, rejecting the
claim of Hani Mahadin.

REJECT THE CLAIM OF LINDA ELEFANTE:
RECOMMENDATION: Adopt Resolution No. 2014-0120, rejecting the
claim of Linda Elefante.

COMMITTEE RECOMMENDATIONS

10.

AWARD A CONTRACT TO UEBERALL INTERNATIONAL LLC TO
DESIGN INTEGRATED ARTWORK FOR THE RENTAL CAR CENTER:
RECOMMENDATION: The Airport Art Advisory Committee recommends
that the Board adopt Resolution No. 2014-0121, awarding a Public
Artwork Opportunity contract to Ueberall International LLC for the
commission to design integrated artwork for the Rental Car Center in an
amount not to exceed $800,000.

ACCEPT THE UNAUDITED FINANCIAL STATEMENTS FOR THE
THREE MONTHS ENDED SEPTEMBER 30, 2014:
RECOMMENDATION: The Finance Committee recommends that the
Board accept the report.

ACCEPT THE AUTHORITY’S INVESTMENT REPORT AS OF
SEPTEMBER 30, 2014:

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

CONTRACTS AND AGREEMENTS

11.

12.

AWARD A CONTRACT TO VASQUEZ CONSTRUCTION COMPANY
FOR TERMINAL 2 EAST COMMON USE PASSENGER PROCESSING
SYSTEMS (CUPPS) EXPANSION AT SAN DIEGO INTERNATIONAL
AIRPORT:

RECOMMENDATION: Adopt Resolution No. 2014-0122, awarding a
contract to Vasquez Construction Company in the amount of $565,915 for
Project No. 104182, Terminal 2 East Common Use Passenger Processing
Systems (CUPPS) Expansion at San Diego International Airport.

APPROVE AND AUTHORIZE THE PRESIDENT/CEO TO EXECUTE
THE FIRST AMENDMENT TO THE AGREEMENT WITH KUTAK ROCK
LLP FOR BOND COUNSEL LEGAL SERVICES:

RECOMMENDATION: Adopt Resolution No. 2014-0123, approving and
authorizing the President/CEO to execute the First Amendment to the
Agreement with Kutak Rock LLP, for Bond Counsel Legal Services, to
increase the amount of the contract by $100,000 for a total not to exceed
amount of $400,000.
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13.

APPROVE AND AUTHORIZE THE PRESIDENT/CEO TO EXECUTE AN
ENCROACHMENT MAINTENANCE AGREEMENT WITH THE CITY OF
SAN DIEGO:

RECOMMENDATION: Adopt Resolution No. 2014-0124, approving and
authorizing the President/CEO to execute an Encroachment Maintenance
Agreement with the City of San Diego in support of the North Side Interior
Road and Utilities Project.

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

14.

15.

16.

APPROVE THE AUTHORITY’S PARTICIPATION IN A COOPERATIVE
AGREEMENT AND AUTHORIZE THE PRESIDENT/CEO TO EXECUTE
A PURCHASE ORDER FOR AT&T CORPORATION CALNET Il
TELECOMMUNICATION SERVICES:

RECOMMENDATION: Adopt Resolution No. 2014-0125, approving the
Authority’s participation in a cooperative purchasing agreement and
authorizing the President/CEO to execute a Purchase Order with AT&T
Corporation CALNET Ill Telecommunication Services for a term of four
years, with the option for two one-year extensions, plus an additional
eighteen (18) month extension to be exercised at the discretion of the
President/CEQ, in an amount not-to-exceed $2,100,000, to allow
negotiation of a CALNET IV contract.

AWARD A CONTRACT TO S&L SPECIALTY CONTRACTING, INC,,
FOR QUIETER HOME PROGRAM PHASE 8, GROUP 3, PROJECT NO.
380803 (36 HISTORIC AND NON-HISTORIC SINGLE AND MULTI-
FAMILY UNITS ON 19 RESIDENTIAL PROPERTIES LOCATED EAST
AND WEST OF THE AIRPORT):

RECOMMENDATION: Adopt Resolution No. 2014-0126, awarding a
contract to S&L Specialty Contracting, Inc., in the amount of $1,640,050,
for Phase 8, Group 3, Project No. 380803, of the San Diego County
Regional Airport Authority’s Quieter Home Program.

AWARD A CONTRACT TO S&L SPECIALTY CONTRACTING, INC,,
FOR QUIETER HOME PROGRAM PHASE 8, GROUP 2, PROJECT NO.
380802 (34 HISTORIC AND NON-HISTORIC SINGLE AND MULTI-
FAMILY UNITS ON 11 RESIDENTIAL PROPERTIES LOCATED EAST
AND WEST OF THE AIRPORT):

RECOMMENDATION: Adopt Resolution No. 2014-0127, awarding a
contract to S&L Specialty Contracting, Inc., in the amount of $1,415,850,
for Phase 8, Group 2, Project No. 380802, of the San Diego County
Regional Airport Authority’s Quieter Home Program.
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17. APPROVE AND AUTHORIZE THE PRESIDENT/CEO TO EXECUTE A
REIMBURSABLE AGREEMENT WITH THE DEPARTMENT OF
TRANSPORTATION FEDERAL AVIATION ADMINISTRATION:
RECOMMENDATION: Adopt Resolution No. 2014-0128, approving and
authorizing the President/CEO to execute a Reimbursable Agreement with
the Department of Transportation Federal Aviation Administration (FAA),
for an amount not-to-exceed $1,285,657.97 to fund an improvement
project by the FAA in support of the Runway 09 Displaced Threshold
Relocation Project at San Diego International Airport.

18. APPROVE AND AUTHORIZE THE PRESIDENT/CEO TO EXECUTE AN
ON-CALL SURVEY CONSULTANT SERVICES AGREEMENT:
RECOMMENDATION: Adopt Resolution No. 2014-0129, approving and
authorizing the President/CEO to execute an On-Call Survey Consultant
Services Agreement with Nolte Associates, Inc., an NV5 Company, for a
term of three years, with the option for two one-year extensions, in an
amount not-to-exceed $2,000,000, in support of the Capital Improvement
and Major Maintenance Programs, at the San Diego International Airport.

Board Member Hubbs returned to the dais at 9:58 a.m.

PUBLIC HEARINGS: None.

OLD BUSINESS: None.

The Board recessed at 9:58 a.m. and reconvened at 10:10 a.m.

NEW BUSINESS:

19. PRESENTATION AND POSSIBLE DIRECTION ON THE AIRPORT
NOISE MITIGATION PROGRAM:
Sjohnna Knack, Program Manager, provided a presentation on the Airport
Noise Mitigation Program, which included Curfew Violation Review, Airport
Noise and Operations Monitoring System, State of California Title 21,
Airport Noise Advisory Committee (ANAC), Quieter Home Program, and
Proposed Fly Quiet Program which included Program Elements, Curfew
Violations, Fleet Noise Quality, Early Turns, Sample Report, Benefits, and
Next Steps.

Board Member Desmond suggested increasing the fines associated with
curfew violations.

Thella F. Bowens, President/CEQ stated that increasing fines for curfew
violations has to go through the Federal Aviation Administration, and that it
is not an easy process.

RECOMMENDATION: Receive the report and provide possible direction.

ACTION: No action taken.
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20.

PRESENTATION AND POSSIBLE DIRECTION ON THE APPLICATION
OF SMALL BUSINESS INCLUSIONARY POLICIES:

Jana Vargas, Director, Procurement, and Sonia Cruz, Manager, Small
Business Development Program, provided a presentation on the
Application of Small Business Inclusionary Policies, which included,
Inclusionary Practices, Policy 5.12 Preference to Small Businesses
Overview, Policy 5.12 Impacts (Bids Only), Policy 5.12 Impacts (RFP’s &
RFQ’s), Policy 5.14 Small Business, Local Business & Service Disabled
Veteran Owned Small Business (SDVOSB), Policy 5.14 Methodology and
Calculations, Policy 5.14 Impacts, Preference Programs Findings, and
Inclusionary Practices.

Board Member Desmond stated that he would like to see the local goal for
business participation increased from 60%.

ACTION: Moved by Board Member Desmond and seconded by Board
Member Cox to increase the Small Business Preference cap from 100,000
to 200,000, and always give a 5% preference to local companies.

Bret Lobner, General Counsel, stated that there are no laws dealing with
the cap. He further stated that as to the local preference, there appears to
be no statute for local contracts as opposed to federal contracts.

In response to Board Member Robinson regarding if any potential issues
may result from a gift of public funds, Mr. Lobner responded that a legal

issue could be raised. He also stated that any increase to a higher local
preference, would result in a financial impact to the Authority.

Board Member Boling questioned the impact on small business
participation, if the number of company employees required to live within
San Diego County, was increased to 50%.

Chair Gleason stated that there needs to be more analysis by staff about
what it would cost to increase the goal for local business participation, and
to look at the definition for “local, and how that might impact the numbers if
the criteria were different.

RECOMMENDATION: Receive the report and provide possible direction.

ACTION: Moved by Board Member Desmond and seconded by
Board Member Cox to increase the Small Business Preference cap
from 100K to 200K. Motion carried by the following vote: YES —
Boling, Cox, Desmond, Gleason, Hubbs, Smisek; NO — Robinson;
ABSENT - Alvarez, Sessom. (Weighted Vote Points: YES —71; NO -
8; ABSENT 21).

Chair Gleason requested that staff bring back for future discussion,
benefits equality offered by contractors, and whether or not benefits that
are being offered to married opposite sex partners, are also offered to
married same sex partners.
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21.

APPROVE AND AUTHORIZE THE PRESIDENT/CEO TO NEGOTIATE
AND EXECUTE A SITE LEASE AGREEMENT AND SOLAR POWER
PURCHASE AGREEMENT TO FINANCE, DESIGN, INSTALL,
OPERATE, AND MAINTAIN A SOLAR PHOTOVOLTAIC GENERATING
SYSTEM WITH LINDBERG FIELD SOLAR 2, LLC, AT SAN DIEGO
INTERNATIONAL AIRPORT:

Bob Bolton, Director, Airport Design and Construction, and Ajay Babla,
Program Manager, Airport Design and Construction, provided the
presentation which included Solar Implementation Plan, Project
Milestones, Present and Future Electricity Demand, Electricity Costs and
Assumptions, and Electricity Cost Comparison on a Proposed Solar
Implementation Plan.

In response to Chair Gleason’s concern about the length of the agreement
term with the proposed solar provider, Cameron Thorne, Borrego Solar,
stated that the relevant trade-off is the potential savings that the Authority
woulid forgo in the intervening time, while waiting for potential
technological improvements. He further stated that a shorter term would
result in a higher rate, which would no longer be competitive.

Thella F. Bowens, President/CEOQ stated that staff is working on an
Energy Master Plan for the Authority’s long-term energy needs, that will be
presented to the Board at a future meeting.

Board Member Desmond stated that he would like to see more of a
realistic blending of cost sharing.

Board Member Boling stated that she would have liked to see the costs
over a 10-year period, instead of a 20-year period.

In response to Board Member Hubbs regarding what are the benefits of
tax credits, Mr. Thorne stated that significant tax credits would be captured
by Borrego Solar through depreciation and a 30% federal investment tax
credit, and a portion of these savings would be passed on to the Authority.

Chair Gleason stated that the Board needs to understand the assumptions
staff used to get to this recommendation.

Ms. Bowens stated that staff would address Board Member concerns and
place it on the December Agenda.

Board Member Boling requested that staff provide information to clarify the
process by SDG&E for determining its rates.

Board Member Robinson requested that staff provide information on

private parties who have purchased solar and whether they have
contracted over a 20-year period.
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Board Member Cox requested that staff look at the proposed City of San
Diego Climate Action Plan to achieve 100% renewables, to see to what
extent it may affect the Authority.

RECOMMENDATION: Adopt Resolution No. 2014-0130, approving and
authorizing the President/CEO to negotiate and execute: (1) a site lease
agreement with Lindberg Field Solar 2, LLC, for the development and
installation of a solar photovoltaic (“PV”) generating system, for a
maximum term of 20 years; and (2) a solar power purchase agreement
with Lindberg Field Solar 2, LLC, to finance, design, install, operate, and
maintain the solar PV generating system in an amount not-to-exceed
$24,500,000 for a maximum term limit of 20 years, at San Diego
International Airport.

ACTION: This item was continued to the December Board meeting.

CLOSED SESSION: The Board recessed into Closed Session at 12:05 p.m. to

discuss Items 23 and 28.

22.

23.

24.

CONFERENCE WITH REAL PROPERTY NEGOTIATORS:

(Real property negotiations pursuant to Cal. Gov. Code § 54954.5(b) and §
54956.8.)

Property: Salt Plant — 17 acre parcel located at 1470 Bay Boulevard, San
Diego.

Agency Negotiators: Scott Brickner, Finance & Asset Management, Vice
President/Treasurer.

Negotiating Parties: San Diego Gas & Electric, United States Fish and
Wildlife Service, GGTW, LLC (current tenant) and/or other interested
parties.

Under Negotiation: Sale — terms and conditions.

CONFERENCE WITH LEGAL COUNSEL-EXISTING LITIGATION:
(Cal. Gov. Code § 54956.9(a) and (d)(1).)
Diego Concession Group, Inc. v. San Diego County Regional Airport

Authority,
San Diego Superior Court Case No. 37-2012-00088083-CU-BT-CTL

CONFERENCE WITH LEGAL COUNSEL-EXISTING LITIGATION:

(Cal. Gov. Code § 54956.9(a) and (d)(1).)

Dryden Oaks, LLC v. San Diego County Regional Airport Authority, et al.,
San Diego Superior Court, North County, Case No. 37-2014-00004077-
CU-EI-NC
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25. CONFERENCE WITH LEGAL COUNSEL - EXISTING LITIGATION:
(Cal. Gov. Code § 54956.9(a) and (d)(1).)
Donna Wilson; John Wilson v. San Diego Port Authority: San Diego
International Airport; San Diego County Regional Airport Authority
San Diego Superior Court Case No. 37-2014-00015326-CU-PO-CTL
(Meyer)

26. CONFERENCE WITH LEGAL COUNSEL — ANTICIPATED LITIGATION
AND EXISTING LITIGATION:
(Significant exposure to litigation pursuant to Cal. Gov. Code §§
54956.9(a) and 54956.9(b).)
Jay A. Bass, et alv. San Diego City Employees’ Retirement System, et al.,
San Diego Superior Court Case No. 37-2013-00077566-CU-OE-CTL

27. CONFERENCE WITH LEGAL COUNSEL - ANTICIPATED LITIGATION:
(Significant exposure to litigation pursuant to Cal. Gov. Code §§ 54956.9
(b) and 54954.5.)
Re: Investigative Order No. R9-2012-0009 by the California Regional
Water Quality Control Board regarding submission of technical reports
pertaining to an investigation of bay sediments at the Downtown
Anchorage Area in San Diego.
Number of potential cases: 1

28. CONFERENCE WITH LEGAL COUNSEL - ANTICIPATED LITIGATION:
(Initiation of litigation pursuant to Cal. Government Code § 54956.9(d).)
Number of cases: 2

REPORT ON CLOSED SESSION: The Board reconvened into Open Session at
12:44 p.m. Chair Gleason stated that there was no reportable action on Iltem 23.

Breton Lobner, General Counsel, reported that in regards to Item 28, it was
moved by Board Member Cox and seconded by Board Member Smisek by a 7-0
vote, to approve a settlement with the City of San Diego with regard to damage
to a fire truck, in the amount of $14,403.86, noting Board Members Alvarez and
Sessom as ABSENT.

NON-AGENDA PUBLIC COMMENT: None.

GENERAL COUNSEL REPORT: None.

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

BOARD COMMENT: None.

0000 (2



DRAFT - Board Minutes
Thursday, November 6, 2014
Page 13 of 13

ADJOURNMENT: The meeting was adjourned at 12:46 p.m.

APPROVED BY A MOTION OF THE SAN DIEGO COUNTY REGIONAL
AIRPORT AUTHORITY BOARD THIS 4" DAY OF DECEMBER, 2014.

TONY R. RUSSELL

DIRECTOR, CORPORATE &
INFORMATION GOVERNANCE /
AUTHORITY CLERK

APPROVED AS TO FORM:

BRETON K. LOBNER
GENERAL COUNSEL
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, SAN DIEGO COUNTY item No.
N REGIONAL AIRPORT AUTHORITY 2

STAFF REPORT

Meeting Date: DECEMBER 4, 2014

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-
trainings and events not covere

fember attendance at other m

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 briefings by representatives of a local police department or a state or
federal governmental agency regarding safety, security, immigration or
customs affecting San Diego International Airport.

Fiscal Impact:

Board and Committee Member Compensation is included in the FY 2015 Budget.
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ITEM NO. 2

Page 2 of 2

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

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, CORPORATE & INFORMATION GOVERNANCE/AUTHORITY CLERK
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SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORIT!

Board Member Event/Meeti raining Report Summary
Period Covered: 0\/9 M bt’ [ 20 )LF

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:
Pavd AlNarez. =241

TYPE OF DATE/TIME/LOCATION OF SUMMARY AND DESCRIPTION

MEETING EVENT/MEETING/TRAINING OF THE EVENT/MEETING/TRAINING
yBrown Act Date; 11/21 /}L} #;FPD(+ ‘./:7_”4”060&14/143"/'7%6
©J Pre-approved Time: G M)
i Res, 2009-0149R | Location:§ DC A+
Z Brown Act Date:
= Pre-approved Time:

5 Res. 2009-0149R Location:

Z Brown Act Date:
i1 Pre-approved Time:
.1 Res. 2009-0149R Location:
(3 Brown Act Date:
1 Pre-approved Time:
.+ Res. 2009-0149R | Location;
-~ Brown Act Date:
* Pre-approved Time:
T Res. 2009-0149R Location;
0 Brown Act Date:
G Pre-approved Time:
[C Res. 2009-0149R | Location:
Z Brown Act Date:
! Pre-approved Time:
7> Res, 2009-0149R | Location;
2 Brown Act Date:
. Pre-approved Time:

L Res. 2009-0149R Location:

I certify that I was present for at least hal eeting, event and

training listed herein.

Signaturg;
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NOV
SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY 2 l 20M
Board Member Event/Meeting/Training Report Summary [P0t & Information Goverance
Period Covered: __ NoV__\ - 30 2o/4

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.

L_ BOARD MEMBER NAME: (Please print) DATE OF THIS REPORT:
GLEG Cox KoV, 21, 2o1d

TYPE OF DATE/TIME/LOCATION OF SUMMARY AND DESCRIPTION
MEETING EVENT/MEETING/TRAINING OF THE EVENT/MEETING/TRAINING

Brown Act Date: 11/07/4 SOCAAA Boemp MEETING

Pre-approved Time: 4 00~

Res. 2009-0149R | Location: s A

Brown Act Date: [//;7///7_/ spheim ExXECuTIvE //'/,u,jwc{' Co bttt

Pre-approved Time: 4 von~ SPeifv Bogrs METING

Res. 2009-0149R Location: SNIA

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: | A -
I certify that I was present for at least half of the tim for ea¢h/ meeting, event and

training listed herein.
Signature:
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SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORIT rporate & Infarmation Governancd
Board Member Event/Meeting/Training Report Summary

Period Covered: s, /y7/20/7

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:
fvidetw  Ho llmaworih 1z lz04
TYPE OF DATE/TIME/LOCATION OF SUMMARY AND DESCRIPTION
MEETING EVENT/MEETING/TRAINING OF THE EVENT/MEETING/TRAII\__IING
_ Brown Act Date: /I/I7/20/L( At//}ﬁ ff/f;,LL?’ /cf,,/,f/m Le /’}:}{’gﬁyy
Pre-approved Time:  /P:0v—2 00
Res. 2009-0149R Location: 57 UARD Brre
" 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:

L

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:
"t Pre-approved Time:

7 Res. 2009-0149R Location:

I certify that 1 was present for at least half of the time set for each meeting, event and

training listed herein. /
Signature: M / 7%/‘7”\/#//'
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SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY
Board Member Event/Meeting/Training Report Summary

Noy. 20/

Period Covered:

SDCRAA
NOV 21 2014

Corporate & Information Governance

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:

Loy D HUYBBS

///z/// &

_ Pre-approved

: Res. 2009-0149R

Date: //,é_/‘f

Time: .00 —
Location: Ay 7pto24 TV E(’IRM

TYPE OF DATE/TIME/LOCATION OF SUMMARY AND DESCRIPTION
MEETING EVENT/MEETING/TRAINING OF THE EVENT/MEETING/TRAINING
"vBrown Act

= M 1%_)

#Brown Act
" Pre-approved

.- Res. 2009-0149R

Date: ////7 - /J

Time: /O o

Location: Azs7 7 Bef. Ry~

Lot/ Comm e

e
zBrown Act

_i Pre-approved

1 Res. 2009-0149R

Date: //-2/( //L'ﬁ
Time: 9~ x>

Location &p( Vi ‘

ZXea’o(?L’fUé /ﬁmmgg

~ Brown Act Date:
I~ Pre-approved Time:
U Res. 2009-0149R Location:
~1 Brown Act Date:
"~ Pre-approved Time:
_ Res. 2009-0149R Location:
 Brown Act Date:
i Pre-approved Time:
“i Res. 2009-0149R Location:
_ Brown Act Date:
" Pre-approved Time:
[’ Res. 2009-0149R Location:
"1 Brown Act Date:
"1 Pre-approved Time:
_i Res. 2009-0149R Location:

training listed herein.

event and
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SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORIT NOV 21 204
Board Member Event/Meeting?‘ raining Report Summary [Lorporate & Information Governance
Period Covered: [| /'3 v /1

7

Dircctions: 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. ARer completing this Form, please forward it to Tony Russell, Authority Clerk.

BOARD MEMBER NAME: (Please print) DATE OF THIS REPORT:
Paul E. Robinson
TYPE OF DATE/TIME/LOCATION OF SUMMARY AND DESCRIPTION
MEETING EVENT/MEETING/TRAINING OF THE EVENT/MEETING/TRAINING
X Brown Act Date: /, /(. <R Ar B / pLud V'V\fqz <,
i Pre-approved Time: “[ ce s
7 Res. 2009-0149R | Location: SHAZ AN Red i
X Brown Act Date; /1 /20 /wf EX vor /ﬁ nwanae (a1 7\43) .
O Pre-approved Time: 57 2  — /o od £
O Res. 2009-0149R | Location: & 57z A~ 6.4 T
2 Brown Act Date:
"1 Pre-approved Time:
1 Res. 2009-0149R Location:
71 Brown Act Date:
U Pre-approved Time:
O Res. 2009-0149R Location:
{1 Brown Act Date;
[} Pre-approved Time:
J Res. 2009-0149R Location:
™ Brown Act Date:
71 Pre-approved Time:
{1 Res. 2009-0149R Location:
{J Brown Act Date:
{J Pre-approved Time:
{1 Res. 2009-0149R Location:
{1 Brown Act Date:
(3 Pre-approved Time:
U1 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: t 4 t—-(’{*"
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SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY

Mors Sessom

6196974141

Board Member Event/Meeting/Training Report Summary

Period Covered:

October 2014

P.B91

SDCRAA
NOV 24 2014

Corporate & Information Governance

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

Teresa Sessom . _ _
x aﬂ‘ct Dm:IMi
1o Pre»amovad Time:9
| 0 Res, 200:0149R | Location:Board Room
[ %0) Brown Act Date:10/27
0 Preapproved Time:9 Executive and Finance committee
1 Res, 2009:0149R | Location:Board Room
0 Brown: At Date:
[J Pre-approved Time:
[ Res. 2009-0149R | Location:
0 Brown: Act Date:
| O Pre-approved . Time:
0 Res. 2009@1-49};\ Location:
T BrownAcs | | Date: ,
OPrepoeoved | Time:
[ Res, 20000149R | Location:
O Pre-approved Time:
[ Res. 3009:0149R | Location:
L1 Pr-appron Time:
0 R, J009:0149R | Location:
O Pre-approved Time:
| 0 Res, 2003:0149R | Location:

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

‘s g hiing listed hereln.

%




TOM SMISEK
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SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY
Board Member Event/Meeting/Training Report Summary
Period Covered: Ao vVEMBERZ /-3D zo)1d

SPCRAA
NOV 21 2014

Comarate & Informagon U emancy

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

IyBr‘own Act
Pre-approved
" Res. 2009-0149R

.Date /I—é ZOI‘}-

Time: §:00 g

SPLA

Location:

5 Pc,éﬂr/} Eo,q.f?:.:»m ME/—‘ ; .,u(,.

7’(_ Brown Act Date: j) — /ef 2ol SANDAL- ARG Pt A TId n/
" Pre-approved Time: 9. o0 Aw#1 COMMITIEL MUELTING ST A A
* Res. 2009-0149R | Location: 5,20 D46 TILECRESEANTATINE

X Brown Act Date: /J /7 -2/¢- SpcaZai apsT Q)MM! e

Pre-approved Time: /© 20 F HEET (6,
 Res. 2009-0149R | Location: 5 P51 A
2 Brown Act Date: /7 -/ Q’ZOI% QoroNeDPd (7 CbuNCaIL-)M'TG;-
Pre-approved Time: ¢/ ;oo PmM) SOCEAR REZZESEMTRTIVE
“_Res. 2009-0149R | Location: 18 ROrPC2D [.'77 Hac QuoezTe2ry KEeErzorT
X Brown Act Date: /[~2(-2 of L Spcz AA E%ECuI—/V’EZF;/‘-)QMCE-
Pre-approved Time: ? ;led AZrt COMMTTELS P7TEs.
Res. 2009-0149R Location: 59 =4
" Brown Act Date:
. Pre-approved Time:
_ Res. 2009-0149R Location:
Brown Act Dat}::
" Pre-approved Time: .
" Res. 2009-0149R Location:
" Brown Act Date:
Pre-approved Time:
" Res. 2009-0149R Location:

training listed herein

I certify that I was present for at least half of t y for each meetmg, event and

Slgnature
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SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITYNOV 17 2014
Board Member Event/Meeting/Tyaining Report Summ Fporae & Infornation Govemance
Period Covered: \}

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:
RN \\\\\’—\ L
TYPE OF DATE/TIME/LOCATION OF SUMMARY AND DESCRIPTION

MEETING EVENT/MEETING/TRAINING OF THE EVENTMEETING/TRAINING

" Brown Act D.ate: WA\ -y (\Q_ \’\tt\(‘\"ﬁ

. Pre-approved Time: \ BN
. Res. 2009-0149R | Location: (g o \\L —
_ Brown Act Date:
"~ Pre-approved Time:

“Res. 2009-0149R Location:

" Brown Act Date:

" Pre-approved Time:

“. Res. 2009-0149R Location:

i 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: J
I certify that I was present for at least half of\the ¥me r each meeting, event and

training listed herein.
Signature:




. SAN DIEGO COUNTY Item No.
§ REGIONAL AIRPORT AUTHORITY 3

STAFF REPORT

Meeting Date: DECEMBER 4, 2014

Subject:

Awarded Contracts, Approved Change Orders from October 13, 2014 through
November 9, 2014 and Real Property Agreements Granted and Accepted from
October 13, 2014 through November 9, 2014

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

coluld



ITEM NO. 3

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:

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

Prepared by:

JANA VARGAS
DIRECTOR, PROCUREMENT

SRV
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Attachment "A"

AWARDED CONTRACTS AND CHANGE ORDERS SIGNED BETWEEN OCTOBER 13, 2014 - NOVEMBER 9, 2014

New Contracts
Solicitation Contract
Date Signed | CIP # Compan Description Owner End Date
9 pany P Method Value
The Contractor will provide maintenance and support services for the Uninterruptable
10/110/2014 N/A Computer Protection Technology, Inc. Power Supply (UPS) systems controlled by the San Diego Courty Regional Airport {nformal RFP M. Bauer $30,096.25 8/31115
Authority.
1011772014 NiA  |AB Engineering. Inc. The Cpnlraclor will provide on-call architectural and engineering consutting services at RFQ M. Bauer $950,000.00 o147
San Diego International Airport.
. The Contractor will provide services to assist with employee rewards and
1012112014 N/A Gallagher Benefit Services, Inc. compensation initiatives at San Diego County Regional Alrport Authortty. RFP K Gering $75,000.00 9/30/17
Tajen Graphics, Inc. dba Apollo Printing & |The Contractor will provide on-call printing services for business cardsfforms for San
111312014 N/A Graphics Diego Courty Regional Airport Authority. RFB J. Kane $60,000.00 10/23/15
The Contractor will provide CISCO and NetAPP equipment for the Information
111312014 N/A COW-G Technology Services department. The equipment is needed to support the Electronic RFP R. Belliotti $116,980.20 11/06/14
Content Management System (ECMS).
New Cont ca
Solicitation Contract
Date Signed | CIP # Compan Description Owner End Date
9 pany P Method Value

No New Board Approved Contracts to Report
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Attachment "A"

AWARDED CONTRACTS AND CHANGE ORDERS SIGNED BETWEEN OCTOBER 13, 2014 - NOVEMBER 9, 2014

Amendmenis and Change Orders

Previous
Date Change Order | Change Order New Contract
. CIP # Company Description of Change Contract g 9, New End Date
Signed Value(+/-) |Value{(% )(+/-) Value
Amount
The First Amendment replaces existing equipment servicing the
. Authority, adds new equipment to cover Ground Transportation needs
10/17/2014 N/A  |Rackspace Hosting, Inc. and increases the maximum amount of compensation by $10,000.00 for $ 50,000.00{ $ 10,000.00 20% $ 60.000.00 3/31/2015
web hosting services for the Authority’s website.
The Second Amendment increases the maximum amount of
Rosa Lowinger & compensation by $28,000.00 for professional cleaning, maintenance, o
1053172014 NIA Associates, Inc. conservation, and restoration services for the Authority's public art $ 45000001 28,000.00 62% $ 73.000.00 613012015
collection located throughout San Diego International Airport.
The Second Amendment revises Exhibit B, Compensation and Payment
Ricondo & Associates, Scheduie to inciude NelsorvNygaard Consulting Associates as a sub
f . - 0.00% X
11512014 NIA Inc. consultant to support the Airport Transit Plan Update. There is no $ 3,000,000.001 $ 00% $ 3,000,000.00 2612017

increase in compensation.

No New Board Approved Amendments to Report




Attachment "B"
REAL PROPERTY AGREEMENTS EXECUTED FROM OCTOBER 13, 2014 TO NOVEMBER 9, 2014

Real Property Agreements
. Authority . . .
Begin/End Dates Doc. # Tenant/Company Agreement Type Property Location Use Property Area (s.f) |Consideration Comments
. . The greater of $150,000 [Sponsorship of complimentary public
9M14-831119 LEgg34 |Advanced Wireless Group LLC, a Sponsorship Agreement Airport wide Sponsorship of airport N/A annual minimum or 55% of|Wi-Fi with pay option for higher
Boingo Wireless Company Wi-Fi X X
Gross Receipts bandwidth use.
Allows access to SDIA
Non-exclusive Airport for shuttling airport The greater of $100
8/28/14 - 133115 LE-0832 |Coronado Transportation Car Rental Licenses SDIA passengers to its off- N/A monthly minimum or 10%
Agreement airport car rental of Gross Revenues
business
Traveler assistance
Terminal 1. Terminal 2 & services and 745 s f. in Terminals
71114-6/30117 LE-0833 |Traveler's Aid Society Rental Agreement na L'lS 0 management of 1,145 si. mezzanine of | No monitary consideration
Volunteer Airport uso
Ambassador Program
. - . . No rent; Affiliate pays
7/1/13 - 6/30/18 LE-0835 [US Airways, Inc & Republic Airdines Affiiate Airiine Operating Terminal 2 West at SDIA Aidine Pa;senger N/A approximately $3,000 |Affiliate conducts occasional charters.
Agreement Service . .
annually in landing fees
Real Property Agreement Amendments and Assignments
. Authority . . .
Effective Date Doc. # Tenant/Company Agreement Type Property Location Use Property Area (s.f) |Consideration Comments

No Agreements or Assignments to Report

Ya¥al
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11/17/2014

2014 10.13-11.9 Real Property Agreements Executed-CURRENT
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HUI/% SAN DIEGO COUNTY Hem No.
' fd}}@ § REGIONAL AIRPORT AUTHORI ¥ 4
S STAFF REPORT
Meeting Date: DECEMBER 4, 2014
Subject:

Amend Policy 5.12, Preference to Small Businesses and Policy 5.14, Small
Business, Local Business and Service-Disabled Veteran Owned Small Business
Goal and Preference Program

Recommendation:

Adopt Resolution No. 2014-0132, amending Policy 5.12, Preference to Small Businesses
and Policy 5.14, Small Business, Local Business and Service-Disabled Veteran Owned
Small Business Goal and Preference Program to increase the maximum allowable
preference, to not exceed $200,000 on any single bid.

Background/Justification:

Authority Policy 5.12 was originally adopted by the Board in April 2009 and fast
amended in April 2012. Policy 5.12 provides for a preference of up to 5%, not to
exceed $100,000 on Authority solicitations where a small business respondent is the
prime contractor.

Policy 5.14 adopted by the Board in January 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 $100,000.

On November 6, 2014 the Authority Board took action and approved an amendment to
Policies 5.12 and 5.14 to increase the maximum preference from $100,000 to $200,000
on applicable bids solicited by the Authority. Therefore, Policy 5.12 and 5.14., should be
amended as follows:

Policy 5.12. “The lowest responsive and responsible bidder that is a small business shall
have their bid adjusted by subtracting the amount of the small preference from the
small business’s original bid. The adjusted bid is used in determining the award of the
contract. If the small business’s adjusted bid is lower than the lowest non-small
business bid amount, the contract shall be awarded to the small business. The
maximum amount of the adjustment cannot exceed $200,000. The final contract award
shall be in the amount of the original bid.

S ep4
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ITEM NO. 4

Page 2 or 2

When applicable, the combined preference for sections (3) and (5) above shall not
exceed 5% or $200,000, whichever is less.”

Policy 5.14 “The maximum allowable combined participation preference shall not exceed
seven percent (7%) or a combined price preference of $200,000 on any single bid.”
Fiscal Impact:

Increasing the maximum preference to $200,000 on applicable bids, may lead to higher
costs on Authority contracts. The fiscal impact of increasing the maximum preference is
dependent on the number of contracts awarded due to the preference.

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:

JANA VARGAS
DIRECTOR, PROCUREMENT

A
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RESOLUTION NO. 2014-0132

A RESOLUTION OF THE BOARD OF THE
SANDIEGO COUNTY REGIONAL AIRPORT
AUTHORITY, AMENDING POLICY 5.12
PREFERENCE TO SMALL BUSINESSES AND
POLICY 5.14 SMALL BUSINESS, LOCAL BUSINESS
AND SERVICE-DISABLED VETERAN OWNED
SMALL BUSINESS GOAL AND PREFERENCE
PROGRAM TO INCREASE THE MAXIMUM
ALLOWABLE PREFERENCE TO NOT EXCEED
$200,000 ON ANY SINGLE BID.

WHEREAS, the San Diego County Regional Airport Authority (Authority)
adopted Policy 5.12 and Policy 5.14; and

WHEREAS, Policy 5.12 (Attachment A) provides for a preference for small
businesses, and Policy 5.14 (Attachment B) establishes goals for small business,
local business and service disabled veteran owned small businesses (SDVOSB)
participation; and

WHEREAS, on November 6, 2014, staff provided an update on the
impacts of the Authority’s Inclusionary Policies 5.12 and 5.14, and

WHEREAS, the Authority Board took action approving an increase to the
maximum allowable preference to not exceed $200,000 on any single bid.

NOW, THEREFORE, BE IT RESOLVED that the Board hereby amends
Policies 5.12, Preference to Small Businesses, and Policy 5.14, Small Business,
Local Business and Service-Disabled Veteran Owned Small Business Goal and
Preference Program to increase the maximum allowable preference to not
exceed $200,000 on any single bid; and

BE IT FURTHER RESOLVED the Board finds 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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Resolution No. 2014-0132
Page 2 of 2

PASSED, ADOPTED, AND APPROVED by the Board of the San Diego
County Regional Airport Authority at a regular meeting this 4" day of December,
2014, by the following vote:

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

ATTEST:

TONY R. RUSSELL

DIRECTOR, CORPORATE &
INFORMATION GOVERNANCE /
AUTHORITY CLERK

APPROVED AS TO FORM:

BRETON K. LOBNER
GENERAL COUNSEL

P
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Attachment A

SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY

POLICIES
ARTICLE 5§ - CONTRACTING AND DEBARMENT
PART 5.1 - EQUAL OPPORTUNITY
SECTION 5.12 - PREFERENCETO SMALL BUSINESSES

PURPOSE: To establish a policy allowing a preference to small businesses in the award of
construction and non-construction contracts for 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.

(D Applications and Definitions.

(a) This policy relates to the Authority’s procurement of service and consulting
agreements and the purchase of supplies, materials and equipment as defined in Article 5, Part
5.0, Section 5.01, and procurement of contracts for public projects as defined in Article 5, Part
5.0, Section 5.02 on a selected basis.

(b) In the event policy 5.14 is implemented in the procurement of service and
consulting agreements and the purchase of supplies, materials and equipment, sections (2), (3),
(4) and (6) of this policy will not apply.

(©) For the purpose of this policy, a small business shall be a firm that (1) is enrolled
in the Authority’s Bonding and Contract Financing Assistance Program which requires
verification by staff that the firm meets Small Business Administration (SBA) size standards, or
(2) a business concern that is certified as a disadvantaged business enterprise (DBE) by the
California Unified Certification Program, or (3) possesses valid certification issued by an
agency, approved by the Authority, that verifies the firm is within the SBA size standards, or (4)
is an airport concessionaire that provides evidence that its business size is within standards
established under 49 CFR Part 23, Section 23.33.

(2) Objectives. The objectives of this policy are to:

(a) Establish principles and practices to facilitate a small business preference program
that will provide full disclosure and transparency of the Authority’s commitment, and

(b) Provide a preference of up to five percent (5%) to small businesses in the award
of selected Authority contracts.

3) Preference for Procurement When Bid Price is Primary Selection Criteria. As provided
under Policy Section 5.01 and Policy Section 5.02, the contractor is selected based on being the
lowest responsive and responsible bidder. In the event of a contract award where the pricing is
primary selection criteria, the following shall apply:

008025



PoLICY SECTION NoO. 5.12

(a) The bid amount of the lowest responsive and responsible bidder that is not a small
business shall be multiplied by five percent (5%). The resulting five percent (5%) amount shall
be considered as the small business preference.

(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 the small
business’s original bid. The adjusted bid is used in determining the award of contract. If the
small business’s adjusted bid is lower than the lowest non-small business bid amount, the
contract shall be awarded to the small business.

(c) The maximum amount of the adjustment cannot exceed

(d) The final contract award should be in the amount of the original bid.

4) Preference for Procurement on Qualification Based Selection Criteria. When a contractor
is selected based on a scoring matrix that includes multiple criteria, points can be included for
being a small business provided that the maximum points allowed for being a small business do
not exceed five percent (5%) of the total allowable points used in the recommendation.

(5) Preference for Bonding and Contract Financing Program (“Program”). The Authority
may allow an additional preference in a bid under this policy for a Public Project only when all
of the following are present:

(a) The bidder is a participating small business contractor formally enrolled in the
Authority’s Program, and

(b) The bidder is the apparent low bidder for the Public Project contract, or the bidder
will be the successful bidder under one of the scenarios listed above, and

(¢c) The amount of the additional preference does not exceed five percent (5%) of the
contract price, and

(d) The total amount of the additional preference allowed bidder is only administrative
costs incurred or to be incurred under the Program and are solely related to the specific bid under
consideration by the Authority, and

(e) As a result of the additional preference extended under this policy, the bidder’s
contract bid amount is not altered or increased.

(6) When annlicable. the combined preference for sections (3) and (5) above shall not exceed
5%
whichever 1s less.

[Amended by Resolution No. 2012-0043 dated April 12, 2012.]
[Amended by Resolution No. 2011-0011 dated January 6, 2011.]
[Amended by Resolution No. 2009-0141 R dated November 5, 2009.]
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SAN DIEGO COUNTY REGIONAL AIRPORT AUTHORITY

POLICIES
ARTICLE 5 - CONTRACTING AND DEBARMENT
PART 5.1 -  EQUAL OPPORTUNITY
SECTION 5.14 - SMALL BUSINESS, LOCAL BUSINESS AND SERVICE
DISABLED VETERAN OWNED SMALL BUSINESS GOAL AND
PREFERENCE PROGRAM

PURPOSE: To establish a program of goals and incentives benefiting small businesses, local
businesses, and/or service disabled veteran owned small businesses in the contract
procurement process of the San Diego County Regional Airport Authority
(“Authority”).

POLICY STATEMENT:

In the procurement of contracts, the Authority’s President/Chief Executive Officer or his or her
designee (“President/CEQO”) shall be responsible for following all procedures required by
(1) the Board, (2) the San Diego County Regional Airport Authority Act, as amended, and (3) all
other applicable federal, state, and local laws.

1) Definitions.

(a) 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.

(b) 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.

(¢) Contract Owner — A department within the Authority having responsibility for
oversight and management of the contract to which the bid or proposal solicitation
applies.

(d) Disadvantaged Business Enterprise (DBE) — A small business concern that has been
certified by the California Unified Certification Program (UCP) in compliance with
49 CFR Parts 23 or 26.

(e) Good Faith Effort — The demonstration of a sustained d deliberate effort by a
contractor responding to a bid or proposal solicitation issued by the Authority for the
purpose of achieving meaningful participation by small businesses, local businesses
and/or service disabled veteran owned small businesses.

(f) Local Business — A business as defined under Policy 5.13.

(g) Prime Contractor — A party or entity with whom the Authority enters into a legally
binding agreement.

Page 1 of 6
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POLICY SECTION NoO. 5.14

(h) Small Business — A profit-making corporation, sole proprietorship, or partnership
that: (1) is enrolled in the Authority’s Bonding and Contract Financing Assistance
Program which requires verification by staff that the firm meets Small Business
Administration (SBA) size standards, or (2) a business concern that is certified as a
disadvantage business enterprise (DBE) by the California Unified Certification
Program, or (3) possesses valid certification issued by an agency, approved by the
Authority, that verifies the firm is within the SBA size standards, or (4) is an airport
concessionaire that provides evidence that its business size is within standards
established under 49 CFR Part 23, Section 23.33.

(1) Subcontractor — A party or entity that enters into a legally binding agreement with a
Prime Contractor.

() Service Disabled Veteran Owned Small Business (SDVOSB) — A profit-making
corporation, sole proprietorship, or partnership in which at least 51 percent of the
shares or stock or other equitable securities are owned by one or more persons who
are service-disabled veterans and included in the “VetBiz Registry” maintained by the
United States Department of Veteran Administration (DVA) or any subsequent
database preferred by the DVA.

(k) Small Business Development — A department within the Authority, or any subsequent
department identified by the President/CEQO, that oversees and monitors compliance
with this Policy 5.14.

(1) Trade Assessment — An estimated breakdown of specific trades needed to complete a
defined scope of work.

(m)Vendor Management System — The registration system used by the Authority for
business concerns to express interest in a particular trade and/or business opportunity.

(2) Application.

This policy shall be applied to designated projects at the discretion of the Contract Owner, that
will promote participation by small, local or SDVOSB business concerns.

When a small business goal is not established under this Policy, Policy 5.12 will apply.

3) Methodology Used to Establish Small Business, [ ~~~! Business, ~~/9r Semi~a Nicahlad
Veteran Owned Small Business Goals.

(a) Small Business Goal — A small business goal shall be established by the following
methodology:
i.  The Trade Assessment cat~ ~-ries needed to fulfill the scope of work will be
devel _ 1based on the contract owner’s estimate.
ii. A Trade Assessment Scope Percentage (Scope%) will 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.

Page 2 of 6
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PoOLICY SECTION NO. 5.14

A Trade Assessment Availability Percentage (Availability%) will 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 Policy
5.14; and (2) are capable to perform 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 which will
result 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.

(b) Local Business Goal — A local business goal shall be established by the following
methodology:

1.
1l

1il.

iv.

V1.

Identify the Trade Assessment categories needed to fulfill the scope of work.

A Trade Assessment Scope Percentage (Scope%) will 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%) will 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 Policy
5.14; and (2) are capable to perform the 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.

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 which
will result in the applicable goal.

The total local business goal cannot exceed sixty percent (60%) 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.

(c) A Service Disabled Veteran Owned Small Business (SDVOSB) C-~' - A SDVOSB

goal shall be established at three percent (3%).

Goal Application When Price is Primary Selection Criteria for public ~~‘ects or pur~h~-=

of supplies, materials or equipment.

Page 3 of 6
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PoLICY SECTION No. 5.14

(a) A Small Business participation goal will be established for each identified project
based on the methodology set forth in section (3) above. For those bids that meet or
exceed the established goal, a price preference equal to three percent (3%) shall be
awarded. For those businesses that have some participation, but do not meet the goal,
a partial preference point will be provided for every full third of the goal achieved.

(b) A Local Business participation goal will be established for each identified project
based on the methodology set forth in Section (3) above. For those bids that meet or
exceed the established goal, a price preference equal to two percent (2%) shall be
awarded. For those businesses that have some participation, but do not meet the
goal, a single preference point will be provided if bid exceeds one-half of the goal.
However, there will be no preference points awarded if the Authority’s overall Local
Business participation is at a level above sixty percent (60%) of current contract
participation excluding those contracts that utilize federal funds and The Green Build
terminal expansion project. A Local Business participation goal shall only be applied
to contracts in excess of twenty-five thousand dollars ($25,000).

(c) A Service Disabled Veteran Owned Small Business (SDVOSB) participation goal of
three percent (3%) shall be established for each identified project. For those bids that
meet or exceed the 3% goal, a price preference equal to two percent (2%) shall be
awarded. For those businesses that have at least 1% participation, but less than the
3% goal, a single preference point will be provided.

(d) Partial goal achievement will be determined by dividing the goal percentage by the
available preference points. All goals shall be expressed in whole percentage
numbers and rounding for partial goals shall always be up to the next whole
percentage number. (EXAMPLE: Goal is 32% and there are three preference points
available 31% + 3 = 10.33% shall be rounded up to 11%)

(¢) The maximum allowable combined participation oreference shall not exceed seven
percent (7%) or a combined price preference o n any single bid.

(f) The bid amount of the lowest responsive and responsible bidder (low bidder) shall be
multiplied by the combined percentage points attributed to the eligible preferences
identified in (4)(a), (4)(b), & (4)(c) above, for each responsive and responsible bidder
(bidder). This will result in a unique bid adjustment amount specific to each bidder.
(For example, a bidder that meets two of the three criteria for a combined preference
of 5% will be awarded the contract if their bid price is within 5% or less of the lowest
bid). The corresponding bid adjustment amount will be subtracted from each bidders’
original bid price, including the low bidder, to create the adjusted bid price. The
adjusted bid price is used in determining the award of contract.

(g) The final contract award shall be in the amount set forth in the original bid.

Page 4 of 6
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PoOLICY SECTION No. 5.14

(5) Goal Application for Quali©--*" -~ Based Selection Crite=~

(a) A Small Business participation goal will be established for each identified project
based on the methodology set forth in section (3) above. For those submittals that
meet or exceed the established goal, a scoring preference equal to three percent (3%)
of the total available points shall be awarded as part of the overall scoring matrix used
in determining selection. For those submittals that have some participation, but do not
meet the goal, a partial points can be awarded provided it is limited to one point for
every full third of the goal achieved.

(b) A Local Business participation goal will be established for each identified project
based on the methodology set forth in section (3) above. For those submittals that
meet or exceed the established goal, a scoring preference equal to two percent (2%)
of the total available points shall be awarded as part of the overall scoring matrix used
in determining selection. For those submittals that have some participation, but do not
meet the goal, one (1) point will be awarded provided submittal achieves one-half of
the goal. A local goal is not permitted in awarding airport concessions under Federal
regulations as long as the airport is recipient of federal grant monies.

(c) A SDVOSB participation goal of three percent (3%) will be established for each
identified project. For those submittals that meet or exceed the established goal, a
scoring preference equal to two percent (2%) of the total available points shall be
awarded as part of the overall scoring matrix used in determining selection. For those
businesses that have at least 1% participation, but less than the 3% goal, a single
preference point will be provided.

(d) Partial goal achievement will be determined by dividing the goal percentage by the
available preference points. All goals shall be expressed in whole percentage
numbers and rounding for partial goals shall always be up to the next whole
percentage number. (EXAMPLE: Goal is 32% and there are three preference points
available 31% + 3 = 10.33% shall be rounded up to 11%)

(e) The points awarded shall not exceed seven percent (7%) of the total allowable points
used in the overall recommendation.

(f) The use of the preference points shall be applied to determine which proposers will be
interviewed for final consideration. Preference points will not be used in the final
ranking.

(g) The Prime Contractor must provide a distinct  d clearly defined portion of work for
all subcontractors whose participation is submitted in response to the corresponding
goal. Any substitution 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.

P 50f6
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PoLICY SECTION NoO. 5.14

6) Exemptions.

(a) Federally funded projects require conformance with grant assurance requirements as
established pursuant to 49 CFR Part 18.36.

(b) Concession contracts pursuant to 49 CFR Part 23 prohibit the use of local
participation in the award of contracts.

(c) This Policy shall not apply if it conflicts with applicable federal, state or local laws or
regulations.

[Amended by Resolution No. 2012-0043 dated April 12, 2012.]
[Adopted by Resolution No. 2011-0011 dated January 6, 2011.]
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Revised 12/01/14

% SANDIEGO COUNTY Item No.
' REGIONAL AIRPORT AUTHORITY 5

STAFF REPORT

Meeting Date: DECEMBER 4, 2014

Subject:

Approve Establishing the Date and Time of Board and ALUC Meetings for
2015, as Indicated in the Proposed 2015 Master Calendar of Board and
Committee Meetings

Recommendation:

Adopt Resolution No. 2014-0133, establishing the date and time of Board and ALUC
meetings for 2015, as indicated in the proposed 2015 Master Calendar of Board and
Committee Meetings.

Background/Justification:

Pursuant to the Ralph M. Brown Act (§54954(a)), a legislative body shall provide for the
time and place for regular meetings by ordinance, resolution, or by-laws. The Board
adopted Resolution No. 03-074R, 2007-0008 and Resolution No. 2007-0053, setting the
date and time of Board and Committee meetings. The Board also adopted Resolution
No. 03-058R, 2004-0028 and 2007-0089, setting the frequency of Committee meetings.

The proposed calendar was developed in accordance with the 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.

Fiscal Impact:

Not applicable.
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ITEM NO. 5

Page 2 of 2

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:

TONY R. RUSSELL
DIRECTOR, CORPORATE & INFORMATION GOVERNANCE/AUTHORITY CLERK
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RESOLUTION NO. 2014-0133

A RESOLUTION OF THE BOARD OF THE
SAN DIEGO COUNTY REGIONAL AIRPORT
AUTHORITY ESTABLISHING THE DATE AND
TIME OF BOARD AND ALUC MEETINGS FOR
2015 AS INDICATED IN THE PROPOSED 2015
MASTER CALENDAR OF BOARD AND
COMMITTEE MEETINGS

WHEREAS, Pursuant to the Ralph M. Brown Act (§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. 2007-0053 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 to provide
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 2015, as
indicated in the proposed 2015 Master Calendar of Board and Committee
Meetings (Exhibit A); and

BE IT FURTHER RESOLVED that all prior resolutions setting the date and
time of Board and ALUC meetings, are hereby rescinded; and

BE IT FURTHER RESOLVED by the Board that it finds that this Board
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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Resolution No. 2014-0133
Page 2 of 2

PASSED, ADOPTED, AND APPROVED by the Board of the San Diego
County Regional Airport Authority at a regular meeting this 4™ day of December,

2014, by the following vote:

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

APPROVED AS TO FORM:

BRETON K. LOBNER
GENERAL COUNSEL

ATTEST:

TONY R. RUSSELL

DIRECTOR, CORPORATE &
INFORMATION GOVERNANCE /
AUTHORITY CLERK

000032. ¢
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REVISED -12/01/14 xhibit A
2015 DRAFT MASTER CALENDAR OF BOARD AND COMMITTEE MEETINGS

MONTH ALUC/BOARD EXECUTIVE AUDIT EXECUTIVE FINANCE CAPITAL
COMMITTEE COMMITTEE PERSONNEL AND COMMITTEE IMPROVEMENT
(Tsoart?) Mardigs Mond COMPENSATION PROGRAM OVERSIGHT
Preceding the ondays COMMITTEE Meets with COMMITTEE
Thursdays Bondiimesdng (Quarterly) the Executive
“E 3 Wednesdays Committee Quarterly
9:00 AM > . : .
9:00 AM 10:00 AM 10:00 AM 9:00 AM 9:00 AM
January 15 5 21 5 22
February 19 9 9 9
27 & 28
February Retreat
March 19 9 8
April 23 13 13 30
11
May Budget Workshop 4
May 21 1 11
June 25 15 11 15
July 23 13 13 23
August 17 19
September 17 *8 8
OCtObCI 15 5 5 22
November 19 9 16 9
December 17 7 7

*Denotes a change in the regular schedule due to holidays



, SAN DIEGO COUNTY Item No.
§ REGIONAL AIRPORT AUTHORITY 6

STAFF REPORT

Meeting Date. DECEMBER 4, 2014

Subject:

External Auditor’s Fiscal Year Ended June 30, 2014, Reports: A) Audited
Financial Statement, B) Compliance (Single Audit) Report, C) Passenger
Facility Charge Compliance Report, D) Customer Facility Charge Compliance
Report, and E) Report to the Audit Committee

Recommendation:
The Audit Committee recommends that the Board accept the reports.
Background/Justification:

An external audit of financial statements is the verification of the financial statements of
a legal entity, conducted by external (independent) qualified accountant(s), with a view
to express an audit opinion. Its objective is to determine, among other things, whether
(1) the accounting records are accurate and complete, (2) prepared according to the
provisions of Generally Accepted Accounting Principles (GAAP), and (3) the statements
prepared from the accounts are a fair representation of the organization's financial
position, and the results of its financial operations.

The National Council of Non Profits states that all non-federal government agencies and
nonprofit organizations that expend $500,000 or more in federal awards in a given fiscal
year are required to conduct a single audit, also known as a "A-133 Audit". The
requirement for a nonprofit to conduct a "single audit" is triggered when a nonprofit
receives funding from either one or several federal government funding sources
(whether in the form of a government contract or a grant) and when that nonprofit
expends a certain amount of government funding in a single year. The Single Audit Act
of 1984 was passed by the government to ensure that those organizations receiving
substantial federal funds use the funds in compliance with the federal government’s
funding requirements.

The government auditing standards and generally accepted auditing standards require
that an independent external auditor perform an annual audit of the Airport Authority’s
financial statements.

As per Section 170018 (f) (5) of the Public Utilities Code, the Audit Committee is
responsible for overseeing the annual audit by the external auditors and any internal
audits. .
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ITEM NO. 6

Page 2 of 3

In Fiscal Year 2014, Authority staff conducted a search for a new external auditor. On
May 1, 2014, the Authority Board adopted Resolution No. 2014-0039, approving and
authorizing the President/CEO to execute an agreement with BKD, LLP, for an amount
not to exceed $950,000 for a three year term with an option for two (2) one year
extensions, which may be exercised, subject to Board approval, at the sole discretion of
the Authority’s President/CEO.

During the May 12, 2014, Audit Committee Meeting, BKD, LLP communicated its scope,
timing, and approach to planning the Authority’s Fiscal Year Ended June 30, 2014,
Financial and Compliance audit.

On November 17, 2014, during a regular meeting of the Audit Committee, Joe Vande
Bosche, CPA, Partner, from BKD, LLP, gave a presentation on the Fiscal Year Ended
June 30, 2014, audited financial statements (Attachments A through E). He stated that
the San Diego County Regional Airport Authority had a clean report and that no material
weaknesses were found. Following an exchange of questions and answers, the Audit
Committee accepted the reports and recommended that they be forwarded to the Board
for approval.

Fiscal Impact:
Adequate funding for the audit conducted by BKD, LLP is included in the adopted FY

2015 and conceptually approved FY 2016 Operating Expense Budgets within the
Accounting Department Services — Auditing line item.

Authority Strategies:

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

[J Community [] 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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ITEM NO. 6
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Application of Inclusionary Policies:

Not applicable
Prepared by:

MARK A. BURCHYETT
CHIEF AUDITOR
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ATTACHMENT A

San Diego County Regional Airport Authority

Financial Statement

For the Fiscal Years Ended June 30, 2014 and 2013
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San Diego County Regional Airport Authority

June 30, 2014 and 2013
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Independent Auditor’s Report

To the Members of the Board
San Diego County Regional Airport Authority
San Diego, CA

Report on the Financial Statements

We have audited the accompanying basic financial statements of the San Diego County Regional Airport Authority
(Airport Authority) which are comprised of a statement of net position as of June 30, 2014, and statements of
revenues, expenses and changes in net position and of cash flows for the year then ended and the related notes to
the 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 audit. We conducted our audit
in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free 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.

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, 2014, and the changes in financial position and its cash flows for the year then
ended in accordance with accounting principles generally accepted in the United States of America.
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To the Members of the Board
San Diego County Regional Airport Authority
Page 2

Prior Year Audited by Other Auditors

The 2013 financial statements were audited by other auditors and their report thereon, dated October 18, 2013,
expressed an unmodified opinion.

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 listed in the table of contents be presented
to supplement the basic financial statements. Such information, although not 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.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 24, 2014, on our
consideration of the Airport Authority’s internal control over financial reporting and our tests of its compliance with
certain provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that report
is to describe the scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on the internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing Standards in considering the
Airport Authority's internal control over financial reporting and compliance.

< )
4+ -, LLP
Dallas, Texas
October 24, 2014
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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 nonairline 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 ena | into law expanding the responsibilities of the Airport Authority. The Airport Authority
is vested with tive 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). P
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FINANCIAL HIGHLIGHTS
Operating Revenues (in thousands)

From 2013 to 2014

Increase
FY 2013 (Decrease) % Change

Airline revenue:
Landing fees $ 19,6¢ (551) (2.8%)
Aircraft parking fees 3,1¢ (688) (21.6%)
Building rentals 41,8¢ 4,161 9.9%
Security surcharge 23, 3¢ 2,417 10.3%
Other avation revenue 1,5¢ 2,897 182.1%
Total airline revenue 39_6¢ 8,236 9.2%
Non-airline terminal rent 9 186 19.1%
Concession revenue 42,0« 5,729 13.6%
Parking and ground transportation revenue 35,7¢ 3,209 9.0%
Ground rentals 8,1¢ 255 3.1%
Other operating revenue 9( 624 69.0%
Total operating revenue % 177,44 ) 18239 10.3%

From 2012 to 2013
Increase
FY 2012 FY 2013 (Decrease) % Change

Airline revenue:
Landing fees $ 18,419 $ 19,658 $ 1,239 6.7%
Aircraft parking fees 3,135 3,191 56 1.8%
Building rentals 30,633 41,840 11,207 36.6%
Security surcharge 18,649 23,360 4,711 25.3%
Other aviation revenue 1,695 1,591 4) (0.3%)
Total airine revenue 72,431 89,640 17,209 23.8%
Non-airline terminal rent 907 972 65 7.2%
Concession revenue 40,427 42,041 1,614 4.0%
Parking and ground transportation revenue 31,470 35,750 4,280 13.6%
Ground rentals 7,136 8,190 1,054 14.8%
Other operating revenue 1,179 905 (274) (23.2%)
Total operating revenue 3 153,660 « 177 408 & 23 Q48 15.6%
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Operating Expenses (in thousands)

Salaries and benefits

Contractual senices

Safety and security

Space rental

Utilities

Maintenance

Equipment and systems

Materials and supplies

Insurance

Employee dewelopment and support

Business dewelopment

Equipment rentals and repairs

Total operating expenses before
depreciation and amortization

Depreciation and amortization

Total operating expense

Salaries and benefits

Contractual senices

Safety and security

Space rental

Utilities

Maintenance

Equipment and systems

Materials and supplies

Insurance

Employee dewelopment and support

Business dewelopment

Equipment rentals and repairs
Total operating expenses before

depreciation and amortization
Depreciation and amortization

Total operating expense

From 2013 to 2014

Increase
FY 201: (Decrease) % Change
$ 38 1,043 2.7%
29 2,275 7.8%
23 157 0.7%
10 (419) (3.8%)
6 2,021 30.3%
11 2,778 24.8%
174 37.1%
34 8.4%
193 24.3%
1 (64) (5.2%)
2 217 8.9%
1 1,615 122.6%
126 10,024 7.9%
41 35,581 85.5%
$ 168 45,605 27.1%
From 2012 to 2013
Increase
FY 2012 FY 2013 (Decrease) % Change
$ 37,237 $ 38,092 $ 855 2.3%
26,906 29,284 2,378 8.8%
22,625 23,994 1,369 6.1%
11,415 10,897 (518) (4.5%)
6,674 6,659 (15) (0.2%)
8,497 11,204 2,707 31.9%
403 469 66 16.4%
304 406 102 33.6%
764 795 31 4.1%
916 1,235 319 34.8%
2,093 2,444 351 16.8%
1,335 1,317 (18) (1.3%)
119,169 126,796 7,627 6.4%
44 532 41,624 (2,908) (6.5%)
$ 163,701 § 168,420 $ 4,719 2.9%
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Fiscal year 2014 compared to 2013: Total fiscal year 2014 operating expenses increased by $45.6
million, or 27.1 percent. The primary increase was due to the full year's depreciation of the terminal
expansion that was partiaily placed in service in fiscal year 2013 and continued to increase as the
expansion was completed in fiscal year 2014, $35.6 million or 85.5 percent. Additionally contributing to
the increase were the increased salaries and benefits of $1.0 million, primarily resulting from increased
head count due to expansion, salary increases and higher costs for medical benefits. There were also
increased contractual services of $2.2 million, primarily resulting from increased shuttles and parking
contract costs; safety and security increased $157 thousand due to greater usage from the terminal
expansion; utilities increased $2.0 million due to increased rates and usage; maintenance increased
by $2.8 million, reflecting costs of airfield repairs, elevator and escalator repairs and runway restriping.
Additional support was provided to a new common use passenger processing system, contributing to
the $174 thousand increase. Insurance increased by $193 thousand, business development increased
$217 thousand and equipment rental and repairs increased $1.6 million due to amortization of new
system warranties on baggage handling systems and common use passenger systems.

Offsetting this increase were the following decreases: space rental of $419 thousand reflecting the
cancellation of an employee parking lease, and other minor reductions in employee development and
support.

Fiscal year 2013 compared to 2012: Total fiscal year 2013 operating expenses increased by $4.7
million, or 2.9 percent. Contributing to this increase included: increased salaries and benefits of $855
thousand, primarily due to salary increases and higher costs for medical benefits; increased
contractual services of $2.4 million, primarily due to the Green Build associated consulting services
such as, ramp control professional services and selecting software to manage the new systems and
building. Additionally, safety and security increased by $1.4 million, due to increased Harbor Police
salaries and benefits expense under a new proposed agreement; maintenance increased by $2.7
million reflecting costs of sink hole repair, elevator and escalator repairs and runway restriping;
employee development and support increased by $319 thousand, due to the new Green Build
systems training; business development increased by $351 thousand, reflecting advertising and
marketing for Japan Airlines and Green Build related promotions.

Offsetting this increase were the following decreases: space rental of $518 thousand reflecting the
cancellation of an employee parking lease, and other minor reductions in utilities and equipment
rentals and repairs. Depreciation expense decreased by $2.9 million, due to fully depreciated assets
of approximately $113 million which included HVAC systems, parking lots, airfield rehabilitations and
aircraft fuel storage.

San Diego County Regional Airport Authority Fiscal Year Ended June 30, 2014
Operating Expenses

o Salaries and
Depreciation ts
a?d _ Safety and
amortization_ securityand
0,
36% insurance
12%
Utilities
/ 4%
Business and
employee
development
2%
Contractual— ——— Maintenance
services —spaceremal and equipment oo ‘, Jrs .. g
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Nonoperating Revenues and Expenses (in thousands)

From 2013 to 2014

Increase
FY 2013 (Decrease) % Change

Passenger facility charges $ 35,43t $ 332 0.9%
Customer facility charges 19,117 8,428 44.1%
Quieter Home Program, net (1,58¢ (1,161) 73.1%
Joint studies program (5 97) 176.4%
Interest income 4,14 1,071 25.9%
Interest expense, net (11,75: (39,988) (340.3%)
Other nonoperating income (expenses) (4,27¢ 4,713 110.1%

Nonoperating revenues, net $ 41,021 $  7R702) (65.1%)

From 2012 to 2013

Increase
FY 2012 FY 2013 (Decrease) % Change

Passenger facility charges $ 34,639 $ 35438 $ 799 2.3%
Customer facility charges 11,487 19,117 7,630 66.4%
Quieter Home Program, net (3,531) (1,589) 1,942 (55.0%)
Joint studies program (73) (55) 18 (24.7%)
Interest income 5,491 4,140 (1,351) (24.6%)
Interest expense, net 2,969 (11,752) (14,721) (495.8%)
Other nonoperating income (expenses) (3,032) (4,279) (1,247) (41.1%)

Nonoperating revenues, net $ 47950 $ 41 mon g (6,930) (14.5%)

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 Airport Authority began collecting a $10 per
contract CFC on rental cars in May 2009. The revenues collected are being used to plan and
construct a consolidated rental car facility and related ground transportation system. The rental car
agencies remit to the Airport Autharity collection of the fee monthly. In November 2012, the rate of
$10 per contract was cha :d dser day up to five days. The fee \ nincr din uary
2014, to $7.50 per day up w five days. The fee is scheduled to increase to $9.00 per day in January
2017.

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 to fiscal year 2014, the Airport Authority has spent $162.9 million and received
reimbursement for $132.7 million.
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Interest income is derived from interest earned by the Airport Authority on investments, commercial
paper reserves, bond reserves, and notes receivable from the District.

Interest expense includes interest paid and accrued on the 2010, 2013 and 2014 Series Bonds and
Commercial Paper Series A, B and C. This is netted with the capitalization of bond interest to the
construction in progress assets that the debt finances. The capitalized interest in fiscal years ended
June 30, 2014 and 2013 was $7 million and $29.4 million, respectively. Also included in interest
expense is the Series C Bonds that were issued as Build America Bonds and include a cash subsidy
from the U.S. Treasury equal to 35 percent of the interest payable. During mid- fiscal year 2013 the
35 percent subsidy ended due to the federal government’s sequestration measures and was replaced
with a reduced rate of 31.96 percent. The interest subsidy for the fiscal years ended June 30, 2014
and 2013 was $4.6 million and $4.8 miilion, respectively.

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 2014 compared to 2013: Nonoperating revenues (net) decreased by $26.7 million or
65.1 percent. This is primarily due to the $40 million increased interest expense that no longer was
capitalized in fiscal year 2014 due to the completion of the Green Build assets and the additional
2014 bond debt. Additionally, there was a net $1.1 million in reduced Quieter Home Program.

Offsetting the decrease was the $8.4 million in customer facility charges due to the January 1, 2014
increase from $6 to $7.50 per day per transaction up to five days. Other nonoperating income
increased by $4.7 million due to fiscal year 2013 unrealized investment losses of $2.3 million and loss
on disposal of assets, $2.3 million, due to the Green Build expansion and replacement of assets.

Fiscal year 2013 compared to 2012: Nonoperating revenues (net) decreased by $6.9 million or

14.5 percent. This is primarily due to the increased interest expense on the 2013 bonds. Additionally,
there was reduced interest income of $1.4 million due to lower interest rates and other nonoperating
income (expenses) of $1.2 million due to unrealized investment losses.

Offsetting the decrease is the $799 thousand increase in passenger facility charges reflecting
increased enplanements and $7.6 million increased customer facility charges. The increased
customer facility charges are due to a rate increase effective November 1, 2012, from $10 per
contract to $6 per day up to five days. Additionally, the Quieter Home Program contributed
$1.9 miltion due to higher activity.

Capital Grant Contributions are comprised of 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. Variances relate to the
amount of work completed on eligible projects during the fiscal year.
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Assets, Liabilities and Net Position

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, 2012, 2013 and 2014 is as follows:

FY 2012 FY 20°
Assets
Current assets $ 197,586 $ 22
Capital assets, net 896,477 1,17
Noncurrent assets 333,352 52
Total assets ) 1,427,415 1,93
Deferred outflows of resources 1,855
Total assets and deferred outflows
of resources $ 1,429,270 $ 1,93
Liabilities
Current liabilities $ 115,071 $ 12
Long-term liabilities 653,310 1,08
Total liabilities 768,381 1,20
Net Position
Net investment in capital assets 339,467 35
Restricted 172,076 16
Unrestricted 149,346 20
Total net position 660,889 72
Total liabilities and net position < 1420970 ¢ 1,93

As of June 30, 2014, the Airport Authority’s assets and deferred outflows of resources exceeded
liabilities by $727.0 million, a $47 thousand decrease from June 30, 2013. The June 30, 2013 total
net position was $66.2 million greater than June 30, 2012. The largest portion of the Airport
Authority's net position represents its net investment in capital assets. The Airport Authority uses
these 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 $209.6 million as of June 30,
2014, $200 million as of 2013 and $149.3 million as of 2012, may be used to meet any of the Airport
Authority’s ongoing obligations. As of June 30, 2014, 2013, and 2012 management has designated
unrestricted funds in the amount of $17.1 million, $9.5 million, and $9.0 million respectively, for capital
contract commitments funded by Airport Authority cash, earthquake insurance, net pension asset and
operating contingency.
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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, 31.96 percent of interest payable. The interest rate on the Series 2010 C Bonds,
net of subsidy, is 4.48 percent and the bonds mature in fiscal year 2041.

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. In addition, the Airport Authority has
irrevocably committed a portion of the PFCs; it has received and expects to receive through 2016.
The amounts of irrevocably committed PFCs are $19 million annually for fiscal years 2014 through
2016. As of June 30, 2014, the principal balance on the subordinate Series 2010 Bonds was

$569.9 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 accruing
on the senior Series 2013 Bonds through and including July 1, 2015, 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, 2014 amounted to $18.48 million, including accrued interest of
$9.2 million. The principal balance on the Series 2013 Bonds as of June 30, 2014 was $379.6 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 1, 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 accruing on the Series 2014 Bonds
through January 1, 2016, fund deposits to the senior reserve fund, and pay the costs of issuance of
the Series 2014 Bonds.

The Series 2014 A Bond were structured as tax-exempt and 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 3.73 percent.

’

o
o
<
C.
(1

13



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.

As of June 30, 2014, $44.9 million in commercial paper was outstanding. The commercial paper
program was established in 1997 to fund the then-approved CIP and related Terminal 2 expansion
projects. The Airport Authority’s outstanding commercial paper, Series A (non-AMT), Series B (AMT)
and Series C (taxable) is secured by a pledge of airport revenues, subordinated to the pledge of net
airport revenues securing the payment of the Series 2005 Bonds. The authorized program provides
for borrowings up to $250 million through September 1, 2027. Each commercial paper note matures
at the end of a period not to exceed 270 days and can be continually rolled into another issuance until
the earlier of September 10, 2014, or five days prior to the letter of credit expiration date. The letter of
credit is currently securing the commercial paper notes. At the expiration date, the total outstanding
principal becomes due. The commercial paper notes require that the charges for services be set each
year at rates sufficient to produce pledged revenues of at least 1.10 times the debt service on
subordinate obligations, including the commercial paper notes, for that year.

Each series of notes are additionally secured by an irrevocable letter of credit issued by Lloyds TSB

Bank plc and is rated A-1 by Standard & Poor's and P-1 by Moody’s Investors Service. The letter of

credit expires on September 10, 2014. Interest on the notes is paid at a rate based on the market for
similar commercial paper notes.

The Airport Authority will replace the commercial paper program with a $125,000,000 revolving line of
credit, issued by US Bank, which will be used to refund the outstanding Series B and Series C
commercial paper balances. The revolving line of credit is a three year facility and will take effect on
September 5, 2014.

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 § 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 three active applications which provide collection
authority 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 $18 million in grant awards
for the federal fiscal year ended September 30, 2014, as compared to $22.3 million for 2013. 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 additionat
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.












Nonoperating revenues (expenses):

Passenger facility charges

Customer facility charges

Quieter Home Program grant revenue (Note 1)

Quieter Home Program expenses (Note 1)

Joint Studies Program

Interest income

Interest expense (Note 5)

Build America Bonds subsidy (Note 5)

Other revenues (expenses), net
Nonoperating revenue, net
Income (loss) before capital grant contributions

Capital grant contributions (Note 1)
Change in net position

Net position, beginning of year

Net position, end of year

See Notes to Financial Statements.

2013

35,437,453
19,117,217
13,241,658

(14,830,457)

(55,254)
4,140,068

(16,530,425)
4,778,599

(4,279,123)

41,019,736
50,097,522

16,077,280

66,174,802

660,888,566

727,063,368









San Diego County Regional Airport Authority

Notes to Financial Statements

Note 1. Nature of Organization and Summary of Significant Accounting Policies

Reporting entity: The San Diego County Regional Airport Authority (the Airport Authority), an
autonomous public agency, was established as a result of legislation, Assembly Bill 93 (2001), as
modified by Senate Bill 1896 (2002), which together comprise the San Diego County Regional Airport
Authority Act (the Act). The Act required, among other things, the transfer of the assets and
operations of the San Diego International Airport (SDIA) from the San Diego Unified Port District (the
District) to the Airport Authority. Effective January 1, 2003 (inception), the District transferred all
airport operations and certain related assets and liabilities to the Airport Authority, pursuant to the Act
and the Memorandum of Understanding (MOU) dated as of December 31, 2002, between the Airport
Authority and the District, which implemented the Act.

Senate Bill 10 (SB 10), the San Diego County Regional Airport Authority Reform Act, was effective
January 1, 2008. Responsibilities of the Airport Authority include, among other things, the operation,
maintenance, development, management and regulation of SDIA and its facilities. In addition, the
Airport Authority has the responsibility to plan or to expand the existing SDIA. Under one of the
requirements of SB 10, the Airport Authority completed a Regional Aviation Strategic Plan and the
Airport Authority prepared and adopted an Airport Multimodal Accessibility Plan. In addition, the
Airport Authority acts as the Airport Land Use Commission within San Diego County.

In accordance with the Codification of Governmental Accounting and Financial Reporting Standards,
the basic financial statements include all organizations, agencies, boards, commissions and
authorities for which the Airport Authority is financially accountable. The Airport Authority has also
considered all other potential organizations for which the nature and significance of their relationships
with the Airport Authority are such that exclusion would cause the Airport Authority’s financial
statements to be misleading or incomplete. The Governmental Accounting Standards Board (GASB)
has set forth criteria to be considered in determining financial accountability. Based on these criteria,
there are no other organizations or agencies which should be included in these basic financial
statements.

The Airport Authority is governed by a nine-member, appointed Board of Directors (Board),
representing all areas of San Diego County and three additional members serving as non-voting, ex-
officio Board members. Three Board members are appointed by the Mayor of the City of San Diego.
Two Board members are appointed by the San Diego County Board of Supervisors. The remaining
four Board members are each appointed by the Mayors of the following defined jurisdictions: the east
county cities, south county cities, north coastal area cities and north county inland cities. The Board
members serve three year terms in accordance with California SB 10.

Measurement focus and basis of accounting: The accounting policies of the Airport Authority
conform to accounting principles generally accepted in the United States of America applicable to
state and local government agencies, and as such, the Airport Authority is accounted for as a
proprietary fund. The basic financial statements presented are reported using the economic
resources measurement focus and the accrual basis of accounting. Under this method, revenues are
recorded when earned and expenses are recorded at the time liabilities are incurred. This
measurement focus emphasizes the determination of the change in Airport Authority net position.

Use of estimates: The preparation of the financial statements requires management to make
estimates and assumptions that affect the reported amounts of assets, deferred outflows of resources
and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements,
and the reported amounts of revenues and expenses during the reporting period. Actual results could
differ from those estimates.
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San Diego County Regional Airport Authority

Notes to Financial §*-*-—--*-

Note 1. Nature of Organization and Summary of Significant Accounting Policies
(Continued)

Cash and cash equivalents: For purposes of the statements of cash flows, cash and cash
equivalents includes unrestricted (including designated) cash on hand, demand deposits and
investment securities with original maturities of three months or less from the date of acquisition.

Investments: Investments in the state and county investment pools are recorded at fair value based
upon the Airport Authority’s pro rata share of the fair value provided by the state and county
investment pools for the entire respective pool. Guaranteed investment contracts are recorded at
contract value. All other investments are stated at fair market value based on quoted market prices.

Tenant lease receivables: Tenant lease receivables are carried at the original invoice amount for
fixed-rent tenants and at estimated invoice amount for concession (variable) tenants, less an estimate
made for doubtful receivables for both fixed-rent and concession tenants. Management determines
the allowance for doubtful accounts by evaluating individual tenant receivables and considering a
tenant’s financial condition and credit history and current economic conditions. Tenant lease
receivables are written off when deemed uncollectible. Recoveries of tenant lease receivables
previously written off are recorded when received.

Federal grants: Outlays for airport capital improvements and certain airport nonoperating expenses,
primarily those relating to the Airport Authority’s Quieter Home Program, are subject to
reimbursement from federal grant programs. Funding provided from government grants is considered
earned as the related approved capital outlays or expenses are incurred. Costs claimed for
reimbursement are subject to audit and acceptance by the granting agency.

Airport Improvement Program (AIP): AIP grants are authorized and disbursed by the FAA under
the Airway Improvement Act of 1982, as amended, which provides funding for airport planning and
development projects at airports included in the National Plan of Integrated Airport Systems. As such,
the AIP grants must be used to pay for the allowable costs of approved projects. As of June 30, 2014
and 2013, the Airport Authority recovered $3,924,332 and $16,077,280, respectively, for approved
capital projects and $12,373,861 and $13,241,658, respectively, for the Quieter Home Program.
Related recoverable costs as of June 30, 2014 and 2013 were $4,633,107 and $20,096,600,
respectively, for capital projects and $15,124,141 and $14,830,457, respectively, for the Quieter
Home Program.

Passenger facility charges (PFC): The PFC program is authorized by the Aviation Safety and
Capacity Expansion Act of 1990 (the Expansion Act). In accordance with the Expansion Act, the
Airport Authority’s AIP Passenger Entitlement Apportionment is reduced by certain percentages,
dependent upon the level of PFC received by the Airport Authority.

In accordance with the program, PFC revenue must be used to pay allowable costs for approved
capital projects. As of June 30, 2014 and 2013, accrued PFC receivables totaled $4,066,248 and
$5,545,716, respectively, and there were $60,769,935 and $53,856,259 PFC amounts collected but
not yet applied for approved capital projects as of June 30, 2014 and 2013, respectively.

On May 20, 2003, the FAA approved an increase in the Airport Authority’s PFC charge per enplaned
passenger from $3.00 to $4.50, beginning August 1, 2003. Currently, the Airport Authority’s impose
and use authority of $1.2 billion from three active applications allows collection through November 1,
2037. The Airport Authority has formally closed five previously approved applications and withdrawn
one pending application which has been integrated in a ninth application to impose and use
approximately $32 million in PFC revenue. The latest application was approved by the FAA in July
2012. In accordance with the Aviation Investment Reform Act (AIR-21), airports imposing a $4.50
collection level are required to reduce AIP Passenger Entitlement Apportionment to 75 percent.
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San Diego County Regional Airport Authority

Notes to Financial Statements

Note 1. Nature of Organization and Summary of Significant Accounting Policies
(Continued)

Customer facility charges (CFC): The Airport Authority received approval in May 2009 from the
State of California under Section 1936 of the California Civil Code to impose a $10 CFC per contract
on rental cars at SDIA.

In accordance with the program, the CFC revenue must be used to pay allowable costs for approved
capital projects. Effective January 1, 2014, the CFC rate went from $6.00 to $7.50 per day for a
maximum of five days. As of June 30, 2014 and 2013, accrued CFC receivables totaled $3,394,812
and $2,301,027, respectively. CFC amounts collected, including interest, but not yet applied for
approved capital projects as of June 30, 2014 and 2013 were $41,652,322 and $41,009,333,
respectively.

Net pension asset: The Airport Authority funds additional contributions to the defined pension plan in
excess of the annual required contribution (ARC) to strive for a 95 percent funding ratio. The
difference between the Airport Authority’s actual contributions and its ARCs results in a net pension
asset.

Net other postemployment benefit (OPEB) asset: Annually, the Airport Authority funds 100 percent
of the actuarially calculated ARC for its OPEB. In previous years, the Airport Authority has made
contributions above the annual ARC which has resulted in a net OPEB asset.

Deferred outflows of resources: The Airport Authority defers recognition of losses incurred on debt
refundings and reports such losses as deferred outflows of resources in the statements of net
position. Deferred losses on debt refundings are amortized using the effective interest method over
the lesser of the remaining life of the original bonds or the life of the new bonds.

Capital assets: Capital assets are recorded at cost, except for property contributed by third parties,
which is recorded at fair market value at the date of contribution, less an allowance for accumulated
depreciation. The Airport Authority capitalizes incremental overhead costs and interest cost
associated with the construction of capital assets. Capital assets are defined by the Airport Authority
as assets with an initial, individual cost of more than $5,000 and an initial useful life of one year or
greater.

Depreciation is computed by use of the straight-line method over the following estimated useful lives:

Useful Life

Asset Category (Years)
Land improvements 3040
Runways, roadways and parking lots

Lighting, secunty and minor improvements 3-10

Airfield and parking lots and improvermnents 12-25

Drainage systems, gas lines, pedestnan bridges 30

Roadways, bridges and infrastructure 40-50
Buildings and structures

Passenger loading bridges, security systems, general upgrades and remodeis 3-10

Baggage handling systems, HVAC, structural improvements, fuel and storage facility 12-20

Buildings and smart curb improvements 25-50
Machinery and equipment

Vehicles and emergency wehicles 3-15

Office fumiture and equipment 3-10

Communication and electronic systems 3-20
Works of art 15-30
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San Diego County Regional Airport Authority

Notes to Financial Statements

Note 1. Nature of Organization and Summary of Significant Accounting Policies
(Continued)

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend the life of the asset are expensed as incurred. Major outlays for capital assets and
improvements are capitalized as construction in progress as projects are constructed. Interest
incurred during the construction phase of capital assets is included as part of the capitalized value of
the assets constructed. For the fiscal years ended June 30, 2014 and 2013, the Airport Authority
capitalized interest of $6,962,979 and $29,438,080, respectively.

Evaluation of long-lived assets: The Airport Authority accounts for long-lived assets under GASB
No. 42, Accounting and Financial Reporting for Impairment of Capital Assets and for Insurance
Recoveries. The Airport Authority’s capital assets include property, equipment and infrastructure
assets. A capital asset is considered impaired if both the decline in service utility of the capital asset
is large in magnitude and the event or change in circumstances is outside the normal life cycle of the
capital asset. The Airport Authority is required to evaluate prominent events or changes in
circumstances affecting capital assets to determine whether impairment of a capital asset has
occurred. Common indicators of impairment include evidence of physical damage where restoration
efforts are needed to restore service utility, enactment or approval of laws or regulations setting
standards that the capital asset would not be able to meet, technological development or evidence of
obsolescence, a change in the manner or expected duration of use of a capital asset or construction
stoppage. This statement requires the Airport Authority to report the effects of capital asset
impairments in its financial statements when they occur and to account for insurance recoveries in the
same manner. The Airport Authority’s management has determined that no impairment of capital
assets currently exists.

Retentions payable: The Airport Authority enters into construction contracts that may include
retention provisions such that a certain percentage of the contract amount is held for payment until
completion of the contract and acceptance by the Airport Authority. The Airport Authority’s policy is to
record the retention payable only after completion of the work and acceptance of the contractor
invoices have occurred. Retentions payable on completed contracts are included with accounts
payable on the accompanying statements of net position. Amounts related to unpaid retentions on
uncompleted contracts are included in accrued liabilities.

Compensated absences: All employees of the Airport Authority earn annual leave that is paid upon
termination or retirement. Annual leave is accrued at current rates of compensation and based on
assumptions concerning the probability that certain employees will become eligible to receive these
benefits in the future.

Bond discounts, premiums and issuance costs: Bond discounts and premiums are deferred and
amortized over the term of the respective bonds using the effective interest method. Bond issuance -
costs are expensed as incurred.

Airport Authority net position: Net investment in capital assets consists of capital assets, net of
accumulated depreciation, reduced by the outstanding balances of any borrowings used for the
acquisition, construction or improver it of those a ts. Net investmentin ital assets excludes
unspent debt proceeds.

Restricted net position represents amounts that are appropriated or legally segregated for a specific
purpose. Airport Authority net position is reported as restricted when there are limitations imposed on
its use, either through the enabling legislation adopted by the Airport Authority or through external
restrictions imposed by creditors, grantors, laws or regulations of other governments.
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San Diego County Regional Airport Authority

Notes to Financial Statements

Note 1. Nature of Organization and Summary of Significant Accounting Policies
(Continued)

Unrestricted net position as of June 30, 2014, includes designations of net position that represent
tentative management plans that are subject to change, consisting of:

2013
Operating contingency ] 2,000,000
Insurance contingency (Note 9) 6,659,982
Capital projects and other commitments (Note 12) 905,769
Total designated net position b 9,565,751

Revenue classifications: Revenue is recognized when earned. The Airport Authority will classify
revenues as operating or nonoperating based on the following criteria:

Operating revenues are from the revenue sources that constitute the principal ongoing activities
of the Airport Authority’s operations. The major components of the Airport Authority’s operating
revenue sources consist of landing fees and terminal building and ground rentals, concession and
parking fees, and other miscellaneous fees and charges. Landing fees and terminal building rates
are charged on the basis of recovery of actual costs for operating and maintaining the SDIA
airfield and terminal areas. Ground rentals consist mainly of rent received for leased cargo
facilities. Concession fees are determined as a percentage of gross monthly revenues generated
by each concession lessee’s monthly operations. Parking fees are generated from the airport
parking lots.

Nonoperating revenues are from revenue sources related to financing activities and other
activities, which do not constitute the principal ongoing activities of the Airport Authority’s
operations. The major components of the nonoperating revenue sources are interest income from
cash and investments, PFCs, CFCs and grant revenue related to the Quieter Home Program.

Concentrations: A significant portion of the Airport Authority’s earnings and revenues are directly or
indirectly attributed to the activity of a number of major airlines. The Airport Authority’s earnings and
revenues could be materially and adversely affected should any of these major airlines discontinue
operations and should the Airport Authority be unable to replace those airlines with similar activity.
The level of operations is determined based upon the relative share of enplaned passengers.

The three largest airlines in terms of enplaned passengers are as follows:

2n13
Southwest Airines 37.2%
United Airlines 13.5%
Aidi 10.4%

Expense classifications: The Airport Authority will classify expenses as operating or nonoperating
based on the following criteria:

Operating expenses relate to the principal ongoing activities of the Airport Authority’s operations.
The major components of the Airport Authority’s operating expense sources consist of salaries
and benefits, contractual services, space rental, utilities, maintenance, equipment and systems,
materials and supplies, insurance, employee development and support, business development,
and equipment rentals and repairs. . .
SETEY E) 33

22



San Diego County Regional Airport Authority

Notes to Financial Statements

Note 1. Nature of Organization and Summary of Significant Accounting Policies
(Continued)

Nonoperating expenses relate to financing, investing and other activities that do not constitute the
principal ongoing activities of the Airport Authority’s operations. The major components of
nonoperating expenses sources are expenditures for the Quieter Home Program, interest
expense and other nonoperating expenses such as legal settlements and unrealized loss on
investments.

Pronouncements issued but not yet adopted: GASB has issued several pronouncements that may
impact future financial presentations. Management has not currently determined what, if any, impact
implementation of the following statements may have on the financial statements of the Airport
Authority:

e GASB Statement No. 68, Accounting and Financial Reporting for Pensions—an amendment
of GASB Statement No. 27, effective for the Airport Authority's year ending June 30, 2015;

e GASB Statement No. 69, Government Combinations and Disposals of Government
Operations, effective for the Airport Authority’s year ending June 30, 2015; and

¢ GASB Statement No. 71, Pension Transition for Contributions Made Subsequent fo the
Measurement Date—an amendment of GASB Statement No. 68 effective for the Airport
Authority's year ending June 30, 2015.

Pronouncements adopted: The Airport Authority has adopted and implemented the following GASB
Statements during the year ended June 30, 2014:

e GASB Statement No. 66, Technical Corrections—2012—and amendment of GASB
Statements No. 10 and No. 62; and

¢ GASB Statement No. 70, Accounting and Financial Reporting for Nonexchange Financial
Guarantees

The implementation of GASB Statements No. 66 and No. 70 did not impact net position or the change
in net position of the Airport Authority as of or for the year ended June 30, 2014.

Reclassifications: Certain reclassifications have been made to the 2013 financial information in
order to conform to the 2014 presentation. These reclassifications had no impact on the Airport
Authority’s net position or change in net position.
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San Diego County Regional Airport Authority

Notes to Financial Stater--—ts

Note 2.

Cash, Cash Equivalents and Investments (Continued)

This table does not address investments of bond proceeds held by the bond trustee that are
governed by provisions of debt agreements of the Airport Authority, in addition to the general
provisions of the Airport Authority’s investment policy and State Government Code.

Minimum Maximum Maximum
Maximum Quality Percentage of Investmentin

Authorized Investment Type Maturity Requirements Portfolio One Issuer
U.S. Treasury obligations 5 years N/A None None
U.S. agency securities 5 years N/A None None
Bankers’ acceptances 180 days AAA/Aaa 40 percent 10 percent
Commercial paper 270 days A-1; P-1; F-1 25 percent 10 percent
Negotiable certificates of deposit < 25 months A 30 percent 10 percent

25-36 months AA 30 percent 10 percent
Medium-term notes < 25 months A 15 percent 10 percent

25-36 months AA 15 percent 10 percent
Repurchase agreements 1 year A None None
Local Agency Investment Fund N/A N/A None $50 million
San Diego County Investment Pool N/A N/A None $50 million
Local Govemment investment Pool N/A N/A None $50 mitlion
Money market mutual funds N/A AAA/Aaa 20 percent 10 percent
U.S. State and Califomia agency 5 years A 20 percent 5 percent

indebtedness

Placement senice certificates of deposits 3 years N/A 30 percent 10 percent
Bank deposits N/A * None None
Time certificates of deposit 3 years * 20 percent 10 percent

* Financial institution must have at least an overall satisfactory rating under the Community Reinvestment Act for
meeting the credit needs of California communities in its most recent evaluation. Collateralization required per

Cal. Gov. Code Section 53630 et seq.

Investment in state investment pools: The Airport Authority is a voluntary participant in the Local
Agency Investment Fund (LAIF) that is regulated by California Government Code Section 16429

under the oversight of the Treasurer of the State of California. The Airport Authority’s investments in

this pool are reported in the accompanying financial statements at fair value based upon the Airport

Authority’s pro rata share of the amortized cost basis provided by LAIF for the entire LAIF portfolio (in
relation to the amortized cost of each portfolio). The balance available for withdrawal is based on the
accounting records maintained by LAIF.

Investment in county investment pool: The Airport Authority is a voluntary participant in the San

Diego County Investment Pool (SDCIP) that is regulated by California Government Code Section
16429 under the oversight of the County Treasurer of San Diego. The Airport Authority’s investments
in this pool are reported in the accompanying financial statements at fair value based upon the Airport

Authority’s pro rata share of the amortized cost basis provided by SDCIP for the entire SDCIP

portfolio (in relation to the amortized cost of that portfolio). The balance available for withdrawal is
r | by SDCIP.

b d on the accounting records r



San Diego County Regional Airport Authority

Notes to Financial Statements

Note 2. Cash, Cash Equivalents and Investments (Continued)

Investments authorized by debt agreements: Investments held by the bond trustee are governed
by the provisions of the debt agreement, in addition to the general provisions of the California
Government Code and the Airport Authority’s investment policy. The table below identifies the
investment types that are authorized for investments held by the bond trustee, according to the
Master Trust Indenture. In the event of a conflict between the Airport Authority’s investment policy
and permitted investments associated with any Airport Authority debt issuance, the debt agreement
shall control. The table also identifies certain provisions of these debt agreements that address
interest rate risk, credit risk and concentration of credit risk.

Minimum Maximum Maximum
Maximum Quality Percentage of Investmentin
Authorized Investment Type Maturity Requirements Portfolio One Issuer
U.S. Treasury obligations None N/A None None
U.S. agency securities None N/A None None
Bankers’ acceptances 360 days AAA/Aaa None None
Commercial paper 270 days A-1; P-1; F-1 None None
Repurchase agreements None N/A None None
Money market portfolio None Two highest None None
ratings
Cash None N/A None None
Deposit accounts None N/A None None
Municipal bonds None Two highest None None
ratings
Local Agency Investment Fund None N/A None None
San Diego County Investment Pool None N/A None None
Certificates of deposit None Two highest None None
ratings
Investment agreements None N/A None None

The primary objective of the Airport Authority’s investment policy is 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 Airport Authority. Assets of the Airport Authority that are not bond proceeds,
which are invested in securities as permitted in the bond indenture, are described in the preceding
table. In addition, there are various credit criteria as defined in the Airport Authority’s investment
policy as depicted in the previous section entitled “Investments authorizes in accordance with
California Government Code Section 53601 and under the provisions of the Airport Authority’s

investment policy.”

Investments held by Trustee: The Airport Authority has monies held by trustees pledged for the
security and payment of certain debt instruments, the payment of bond interest during construction

and the payment of capital project costs.
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San Diego County Regional Airport Authority

Notes to Financial Statements

Note 2. Cash, Cash Equivalents and Investments (Continued)

Disclosures related to interest rate risk: Interest rate risk is the risk that changes in market interest
rates will adversely affect the fair value of an investment. Generally, investments with longer
maturities have greater fair value sensitivity to changes in market interest rates. One of the ways the
Airport Authority manages its exposure to interest rate risk is by purchasing a combination of shorter-
term and longer-term investments and by timing cash flows from maturities. These staggered
maturities also provide consistent cash flow and fulfill liquidity needs for operations. The Airport
Authority monitors interest rate risk inherent in its portfolio by measuring the segmented time
distribution of its portfolio. The Airport Authority has no specific limitations with respect to this metric.

Information about the sensitivity of the fair values of the Airport Authority’s investments (including
investments held by bond trustee) to market rate fluctuations is provided by the following tables,
which shows the distribution of the entity’s investments by maturity as of June 30:

2014
12 Months 13to 24 25 w ov More Than
Investment Type Total or Less Months Months 60 Months
Investments subject to interest
rate risk:
CalTrust $ 15,027,791 § 15,027,791 - $ - $ -
LAIF 183,293,665 183,293,665 - - -
SDCIP 336,285,168 336,285,168 - - -
Commercial paper 15,494,684 15,494,684 - - -
Medium-term notes 22,018,642 - 21,219,370 799,272 -
Money market mutual funds 28,013,480 28,013,480 - - -
U.S. Treasury notes 64,082,562 - 36,552,992 27,529,570 -
U.S. agency securities 38,442,680 - 17,972,890 20,469,790 -
Total investments subject to
interest rate risk: $ 702,658,672 $ 578,114,788 75,745,252 $§ 48,798,632 $ -
Investments not subject to interest
rate risk:
Certificates of deposit 35,808,518
$ 738,467,190
2013
12 Months 13to 24 25to 60 More Than
Investment Type Total or Less Months Months 60 Months
Investments subject to interest
rate risk:
CalTrust $ 5000000 % - 5,000,000 $ - 3 -
LAIF 143,440,968 143,440,968 - - -
SDCIP 255,287,217 255,287,217 - - -
Commercial paper 35,485,205 35,485,205 - - -
Medium-term notes 8,126,320 - - 8,126,320 -
Money market mutual funds 25,157,336 25,157,336 - - -
U.S. Treasury notes 11,759,303 - - 11,759,303 -
U.S. agency secur T4 NEDTNE 4 nem 950 o nrnent .
Total investments subject to _
interest rate nisk: $ 558,309, ™ 4£n 370,726 9992950 $ 88,945458 § -

Investments not subject to interest
rate risk:
Certificates of deposit

30,578,627

$ 588,887,761
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San Diego County Regional Airport Authority

Notes to Financial Statements

Note 2. Cash, Cash Equivalents and Investments (Continued)

Custodial credit risk (deposits): Custodial credit risk for deposits is the risk that, in the event of the
failure of a depository financial institution, a government will not be able to recover its deposits or will
not be able to recover collateral securities that are in the possession of an outside party. The Airport
Authority maintains deposits at several institutions in order to minimize custodial credit risk. These
deposits are collateralized by various instruments such as U.S. government securities (guaranteed)
or U.S. agency securities (government sponsored). California Government Code requires that a
financial institution secure deposits made by a state or local government by pledging securities in an
undivided collateral pool held by a depository regulated under state law. The market value of the
pledged securities in the collateral pool must equal at least 110 percent of the total amount deposited
by the public agencies. California law also allows financial institutions to secure Airport Authority
deposits by pledging first trust deed mortgage notes having a value of 150 percent of the secured
deposits.

Insurance through the Federal Deposit Insurance Corporation (FDIC) may be applicable to the first
$250,000 of institutional deposit accounts, with any balance above this amount covered by the
collateralization requirement. Certificates of deposit held by the Airport Authority’s third-party
custodians are fully insured by the FDIC, as the individual amounts do not exceed the FDIC-insured
limits, or are collateralized in accordance with the California Government Code.

Custodial credit risk (investments): Custodial credit risk for investments is the risk that the Airport
Authority will not be able to recover the value of its investments in the event of a counterparty failure.
The Airport Authority uses third-party banks’ custody and safekeeping services for its registered
investment securities. Securities are held in custody at third-party banks registered in the name of the
Airport Authority and are segregated from securities owned by those institutions or held in custody by
those institutions.

Disclosures related to credit risk: Generally, credit risk is the risk that an issuer of an investment
will not fulfill its obligation to the holder of an investment. This is measured by the assignment of a
rating by a nationally recognized statistical rating organization. California Government Code Section
53601 (as referenced previously in this note) limits the types of investment instruments that may be
purchased by the Airport Authority. Presented below is the actual rating for each investment type held
by the Airport Authority as of June 30, 2014 and 2013:

2014
Investment Type Total Unrated" AAA/Aaa! AA/ A A A-1+/P-11"
Investments subject to credit rate risk:
CalTrust $ 15,027,791 $ - $ 15027,791 $ - $ - $
LAIF 183,293,665 183,293,665 - -
SDCIP 336,285,168 - 336,285,168 - -
Commercial paper 15,494,684 - - - 15,494,684
Medium-term notes 22,018,642 - - 17,011,542 5,007,100 -
Money market mutual funds 28,013,480 - 28,013,480 - -
U.S. Treasury notes 64,082,562 - 64,082,562 -
U.S. agency securities 38,442,680 - 8 AAD ean _
Total investments subject to
credit risk: $7028=2c72  § 183,293,665 $ 481,851,681 $ 17,011,542 § 5,007,100 $ 15,494,684
Investments not subject to credit risk:
Certificates of deposit 35,808,518
373846710
"' Source: Standard and Poor’s, Moodys and Fitch
e (oo
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San Diego County Regional Airport Authority

Notes to Financial Statements

Note 2. Cash, Cash Equivalents and Investments (Continued)
2013

Investment Type Total Unrated") AAA/Aaal" AA/ A" A-1+/P-10

Investments subject to credit rate risk:
CalTrust $ 5000000 $ - $ 5000000 $ - $ -
LAIF 143,440,968 143,440,968 - - -
SDCiP 255,287,217 - 255,287,217 - -
Commercial paper 35,485,205 - - - 35,485,205
Medium-term notes 8,126,320 - - 8,126,320 -
Money market mutual funds 25,157,336 - 25,157,336 - -
U.S. Treasury notes 11,759,303 - 11,759,303 - -
U.S. agency securities 74,052,785 - 74,052,785 - -
Total investments subject to

credit risk: $ 558,309,134  $ 143,440,968 §$ 371,256,641 $ 8,126,320 $ 35,485,205

Investments not subject to credit risk:

Certificates of deposit 30,578,627

$ 588,887,761

O Source: Standard and Poor’s, Moodys and Fitch

Concentration of credit risk: The investment policy of the Airport Authority contains no limitations
on the amount that can be invested by any one issuer beyond that stated in the table provided earlier
in this note. The Airport Authority requires a diversified investment portfolio to avoid risk of losses
resulting from an over-concentration of assets in a specific maturity, issuer or class of securities. Tl
Airport Authority had no concentrations of credit risk at June 30, 2014.

Foreign currency risk: The Airport Authority’s investment policy does not allow investments in
foreign securities.

Note 3. Note Receivable

As part of the transfer of airport operations from the District to the Airport Authority, and pursuant to
the associated MOU, the District issued a $50,000,000 unsecured promissory note to the Airport
Authority. According to an agreement with the District that commenced on January 1, 2008, the note
will be amortized over 25 years, maturing on December 31, 2030. The note is subordinate to all bond
indebtedness of the District and carries a fixed interest rate of 5.5 percent per annum. At June 30,
2014 and 2013, the balance of the note receivable was $39,886,768 and $41,333,664, respectively.

The required principal payments owed from the District for note receivable for the fiscal years ending
June 30 are as follows (rounded):

Years Ending June 30, Amount

2015 $ 1,529,000
2016 1,609,000
2017 1,705,000
2018 1,802,000
2019 1,903,000
2020-2024 11,244,000
2025-2029 14,802,000
2030-2034 5,293,000

$ 39,887,000
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San Diego County Regional Airport Authority

Notes to Financial Statements

Note 4. Capital Assets

Capital asset activity for the years ended June 30, 2014 and 2013 are as follows:

Nondepreciable assets:
Land
Construction in progress
Intangible asset
Total nondepreciable
assets

Depreciable assets:
Land improvements
Buildings and structures (1)
Machinery and equipment (2)
Runw ays, roads and parking lots
Total capital assets being
depreciated

Less accumulated depreciation for:
Land improvements
Building and structures
Machinery and equipment
Runw ays, roads and parking lots
Total accurmulated
depreciation
Total capital assets being
depreciated, net

Capital assets, net

Balance at
June 30, 2013 Increases {
$ 22415851 $ - $
401,825,140 214,293,229 (
440,000
424,680,991 214,293,229 (
43,009,936 5,656,060
715,421,387 317,174,867
50,717,389 1,573,410
526,061,707 43,041,675
1,335,210,419 367,446,012
(2,298,540) (1,816,359)
(346,153,840) (52,962,879)
(38,920,696) (3,792,848}
(194,374,525) (22,573,579)
(581,747,601) (81,145,665)
753,462,818 286,300,347
$ 1,178,143809 $ 500593576 § (

(1) hcludes capitalized lease of building w ith initial net present value of future lease payments of $8,040,531
(2) Includes capitalized leases of office equipment w ith initial net present value of future lease payments of $760,332

Construction in progress contains projects such as the Green Build, upgrading certain major
equipment, and improvements to the runway, parking lots and terminals. Current contracts with the
Airport Authority related to these projects are discussed later in these notes.

volUu?il
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San Diego County Regional Airport Authority

Notes to Financial Statements

Note 4.

Nondepreciable assets:
Land
Construction in progress
intangible asset
Total nondepreciable
assets

Depreciable assets:
Land improvements
Buildings and structures (1)
Machinery and equipment (2)
Runw ays, roads and parking lots
Total capital assets being
depreciated

Less accumulated depreciation for:
Land improvements
Building and structures
Machinery and equipment
Runw ays, roads and parking lots
Total accumulated
depreciation
Total capital assets being
depreciated, net

Capital assets, net

Capital Assets (Continued)

Balance at Balance at

June 30, 2012 Increases Decreases June 30, 2013

3 22,415,851 3 - 3 - $ 22415851
632,390,868 320,205,929 (550,771,657) 401,825,140
440,000 - - 440,000
655,246,719 320,205,929 (550,771,657) 424,680,991
2,071,198 40,938,738 - 43,009,936
463,735,113 252,587,679 (901,405) 715,421,387
47,676,803 3,336,199 (295,613) 50,717,389
269,535,431 262,222,156 (5,695,880) 526,061,707
783,018,545 559,084,772 (6,892,898) 1,335,210,419
(1,190,389) (1,108,151) - (2,298,540)
(320,299,753) (26,459,140) 605,053 (346,153,840)
(35,344,261) (3,870,881) 294 446 (38,920,696)
(184,953,993) (12,950,700) 3,530,168 (194,374,525)
(541,788,396) (44,388,872) 4,429 6R7 1581,747,601)
241,230,149 514,695,900 (2,463,231) 753,462,818

$ 896,476,868 $ 834,901,829 $ (553,234,888) $1,178,143,809

(1) hcludes capitalized lease of building w ith initial net present value of future lease payments of $8,040,531

(2) Ihcludes capitalized leases of office equipment w ith initial net present value of future lease payments of $760,332



San Diego County Regional Airport Authority

Notes to Financial Statements

Note 5.

Long-Term Liabilities

The following is a summary of changes in the long-term liability activity for the years ended June 30,

2014 and 2013:

Debt obligations:
Commercial paper
Bonds payable:

Series 2010 Bonds
Series 2013 Bonds
Series 2014 Bonds
Bond premiums
Total bonds
payable
Total debt
obligations

Capital Leases
Compensated absences
Total long-term
liabilities

Debt obligations:
Commercial paper
Bonds payable:

Series 2005 Bonds
Series 2010 Bonds
Series 2013 Bonds
Bond premiums
Total bonds
payable
Total debt
obligations

Capital Leases
Compensated absences
Total long-term
liabilities

Principal Additions/
Balance at New Reductions ithin
liima 20 2013 Issuances Repaymenl ‘ear
$ 50,969,000 $ - $ (6,085,00 -
570,870,000 - (1,000,00 1,000
379,585,000 - - -
- 305,285,000 - R
76,956,188 594,266 (4,392,86 -
1,027,411,188 305,270 2ea ‘£,392,86 1,000
1,078,380,188 305,879,266 (11,477,86 1,000
8,152,588 - (341,66 1,559
3,089,756 2,664,509 (2,659,58 1,580
$1,089622,532 $308,543,775 $ (14,479,10 1,139
Principal
Balance at Additions/ Principal
June 30,2012 New Reductions/ Balance at Due Within
(as restated) Issuances Repayments June 30,2013 One Year
$ 20,772 "3 $ 31,045000 $ (805,c0m < 50,969,000 § -
37,960,000 - (37,960,000) - -
571,850,000 - (980,000) 570,870,000 1,000,000
- 379,585,000 - 379,585,000 -
25,497 968 55,934,101 (4,475,881) 76,956,188 -
635,307,968 435,519,101 (43,415,881 1027 411 188 1,000,000
656,036,968 466,564,101 (44,220,881) 1,078,38p,188 1,000,000
361,641 8,040,531 (249,584) 8,152,588 328,012
2,932,985 2,514 696 (2,357,925) 3,089,756 2,357,925
$ 659,331,594 $477,119328 § (46,828,390) $ 1,089,622,532 §$ 3,685,937
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San Diego County Regional Airport Authority

Notes to Financial Statements

Note 5. Long-Term Liabilities (Continued)

Senior Lien Airport Revenue Bonds, Series 2005 and Refunded Series 1995: The California
Maritime Infrastructure Authority issued $76,690,000 of Airport Revenue Bonds (Series 1995 Bonds)
for the District, pursuant to a trust agreement dated December 1, 1995. The proceeds of the

Series 1995 Bonds, together with investment income thereon, were used solely to pay a portion of the
construction and installation of the West Terminal Expansion at SDIA, fund a Reserve Account and
pay certain expenses in connection with the issuance of the Series 1995 Bonds. in conjunction with
the transfer of airport operations to the Airport Authority on January 1, 2003, these bond obligations
were assumed by the Airport Authority.

On November 9, 2005, the Airport Authority issued $56,270,000 of senior lien Series 2005 Bonds to
refund all of the then-outstanding Series 1995 Bonds, fund a debt service reserve account and to pay
cost of issuance. The Series 2005 Bonds were structured as serial bonds that bear interest at rates
ranging from 4.5 percent to 5.25 percent and mature in fiscal years 2007 to 2021.

On December 21, 2012, the Airport Authority defeased all of its outstanding Series 2005 Bonds, by
depositing proceeds of Subordinate CP Notes and certain other available monies into an irrevocable
escrow fund. The amounts on deposit in the escrow fund will be used to pay the principal of and
interest on the Series 2005 Bonds until their final maturity date of July 1, 2020. As of June 30, 2014
and 2013, the amount held in escrow by the trustee was $35,775,109 and $36,489,675, respectively,
and the amount of the defeased Series 2005 Bonds still outstanding was $30,920,000 and
$34,530,000, respectively.

Commercial Paper Series A, B and C (CP Notes): On September 6, 2007, the Board authorized
issuance of subordinate CP Notes with up to $250,000,000 of principal outstanding at any time. The
CP Notes may be issued from time to time and proceeds from the issuance of the CP Notes are to be
used, among other things, to finance improvements to SDIA. The CP Notes are obligations secured
by a pledge of airport revenues subordinated to the pledge of net airport revenues securing payment
of the senior lien Series 2013 and Series 2014 Bonds and on parity to the subordinate Series 2010
Bonds. Each commercial paper note matures at the end of a period not to exceed 270 days. The
matured commercial paper can be continually rolled into another issuance until the eartier of
September 10, 2014, or five days prior to the irrevocable letter of credit expiration date.

The CP Notes are secured by an irrevocable letter of credit provided by Lloyds TSB Bank that expires
no later than September 10, 2014. There were no unreimbursed draws by the Airport Authority on this
letter of credit during the year ended June 30, 2014, nor were there any amounts outstanding under
this letter of credit agreement at June 30, 2014.

On October 6 and 13, 2010, the Airport Authority refinanced $115,776,000 and $26,400,000,
respectively, of Series A, B and C commercial paper with proceeds from the sale of subordinated
Series 2010 Bonds. ‘

At June 30, 2014, the aggregate principal amount outstanding of the CP Notes was $44,884,000,
carrying a weighted-average interest rate of 0.17 percent. At June 30, 2013, the principal amount of
CP Notes outstanding wi 10,969,000, rying a weighted-aver : interest rate of 0.19 percent.
Commercial paper intere pense for the years ended June 30, zu {4 and 2013 amoun |to
$85,142 and $87,683 respectively, including accrued interest of $6,513 and $6,867, respectively.
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San Diego County Regional Airport Authority

Notes to Financial Statements

Note 5. Long-Term Liabilities (Continued)

As subordinate obligations, the CP Notes require that the charges for services be set each year at
rates sufficient to produce pledged revenues at least 110 percent times the subordinate debt service
for that year. In addition, the commercial paper notes require the Airport Authority to maintain an
interest reserve account with the note trustee and to reserve a certain amount in the Airport
Authority’s books. At June 30, 2014 and 2013, the amount held by the trustee was $12,906 for both
years and the amount reserved by the Airport Authority was $4,352 and $18,408, respectively.

Revolving Line of Credit program in Fiscal Year 2015: Subsequent to June 30, 2014, the Airport
Authority replaced its commercial paper program with a $125,000,000 revolving line of credit issued
by US Bank. The revolving line of credit will be used to refund the outstanding Series B and Series C
CP Note balances. The revolving line of credit is a three-year agreement and will take effect on
September 5, 2014.

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.

The existing balance of the Series B CP Notes of $18,929,000 will be reconstituted as the Series B
Revolving Line of Credit and will bear interest at the tax-exempt LIBOR rate. The existing balance of
the Series C CP Notes of $25,955,000 will be reconstituted as the Series C revolving line of credit
and will bear interest at the taxable LIBOR rate.

Subordinate Lien Series 2010 Bonds: On October 5, 2010, the Airport Authority issued
$572,565,000 of Series A, B, and C Subordinate Airport Revenue Bonds (Series 2010 Bonds). 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 through and including

January 1, 2013, refund $142,176,000 of the Airport Authority’s outstanding commercial paper notes,
fund the subordinate reserve fund and pay the costs of issuance of the subordinate Series 2010
Bonds.

The Series 2010 A and 2010 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 taxable Build America Bonds, which benefit from periodic cash subsidy
payments from the U.S. Treasury equal to 35 percent of interest payable. However, in fiscal year
ended June 30, 2013, due to the impact of the federal government’s sequestration measures, subsidy
payments were reduced by 4.3 percent. The Build America Bonds interest subsidy for the fiscal years
ended June 30, 2014 and 2013 was $4,636,215 and $4,778,599, respectively. The interest rate on
the Series 2010 C Bonds, net of the subsidy, is 4.31 percent and the bonds mature in fiscal year
2041. The bonds were issued at a premium of $26,154,344, which is being amortized over the life of
the bonds. Interest on the subordinate Series 2010 Bonds is payable semiannually on January 1 and
July 1 of each year. Interest for the fiscal years ended June 30, 2014 and 2013 amounted to
$31,705,498 and $31,735,498, respectively, including accrued interest of $15,852,749 and
$15,867,749, respectively. The principal balance on the subordinate Series 2010 Bonds as of

June 30, 2014 and 2013 was $569,870,000 and $570,870,000, r  »ectively.
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San Diego County Regional Airport Authority

Notes to Financial Statements

Note 5. Long-Term Liabilities (Continued)

The subordinate Series 2010 Bonds are special obligations of the Airport Authority, payable solely
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. In addition, the Airport Authority has
irrevocably committed a portion of the PFCs it has received and expects to receive through 2016. The
irrevocably committed PFC amount of $19,208,838 was fully utilized in fiscal year 2014. The
irrevocably committed PFC amounts for fiscal years ended June 30, 2015 and 2016 are $19,206,113
and $19,209,388 respectively.

As subordinate lien bonds, the Series 2010 Bonds require that charges for services be set each fiscal
year at rates sufficient to produce pledged revenues at least 110 percent times the subordinate debt
service for that year. In addition, the subordinate Series 2010 Bonds require the Airport Authority to
maintain a reserve account with the bond trustee. At June 30, 2014 and 2013, the amount held by the
trustee was $72,631,467 and $70,706,509, respectively, which inciuded the July 1 payment, unspent
project fund proceeds and a debt service reserve fund.

The public ratings of the Series 2010 Bonds as of June 30, 2014 are A/A2/A by Standard & Poor’s,
Moody’s Investors Service and Fitch Ratings.

The required debt service payments for the Series 2010 Bonds for the fiscal years ending June 30
are as follows:

Years Ending June 30, Principal Interest Total

2015 $ 5,785,000 $ 31,59494800 $ 37,379,948
2016 8,665,000 31,318,098.00 39,983,098
2017 9,000,000 30,934,023.00 39,934,023
2018 9,430,000 30,487,998.00 39,917,998
2019 9,890,000 30,020,298.00 39,910,298
2020-2024 57,155,000 142 174,548.00 199,329,548
2025-2029 72,780,000 126,152,054.00 198,932,054
2030-2034 126,555,000 102,133,609.00 228,688,609
2035-2039 184,500,000 54,968,046.00 239,468,046
2040-2041 86,110,000 5,269,210.00 91,379,210

$ 569,27n nnn @ 585,052,832 ®1 184,022 837
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San Diego County Regional Airport Authority

Notes to Financial Statements

Note 5. Long-Term Liabilities (Continued)

Senior Lien Airport Revenue Bonds, Series 2013: On January 30, 2013, the Airport Authority
issued $379,585,000 of Series A and B Senior Airport Revenue Bonds (Series 2013 Bonds). The
Series 2013 Bonds were issued to finance certain capital improvements at SDIA, fund a portion of the
interest accruing on the Series 2013 Bonds through and including July 1, 2015, fund the senior
reserve fund and pay the costs of issuance of the 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 $55,934,101, 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 for the
fiscal years ended June 30, 2014 and 2013 was $18,475,501 and $7,749,446, respectively, including
accrued interest of $9,237,750 and $7,749,446. The principal balance on the Series 2013 Bonds as
of June 30, 2014 and 2013 was $379,585,000.

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 previously in the notes. For the fiscal years ended June 30, 2014 and 2013, the amount held
by the trustee was $143,184,120 and $293,709,919, which included the July 1 payment, unspent
project fund proceeds, the debt service reserve fund, and capitalized interest funds. The total amount
reserved by the Airport Authority for fiscal years 2014 and 2013 was $54,943,135 and $52,007,087,
respectively. The public ratings of the Series 2013 Bonds as of June 30, 2014 are A+/A1/A+ by
Standard & Poor’s, Moody's Investors Service and Fitch Ratings.

The required debt service payments for the Series 2013 Bonds for the fiscal years ending June 30
are as follows:

Years Ending June 30, Principal Interest Total

2015 $ - $ 18,475,500 $ 18,475,500
2016 2,030,000 18,445,050 20,475,050
2017 2,090,000 18,382,275 20,472,275
2018 2,155,000 18,306,850 20,461,850
2019 2,240,000 18,218,950 20,458,950
2020-2024 36,455,000 87,143,275 123,598,275
20252 ) 53,155,000 75,547,025 128,702,025
2030-2034 38,740,000 63,204,425 101,944,425
2035-2039 36,645,000 55,408,875 92,053,875
2040-2044 206,075,000 32,900,375 238,975,375

$ 379,585,000 $ 406,032.600 $ 785.617.600

Sl
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San Diego County Regional Airport Authority

Notes to Financial Statements

Note 5. Long-Term Liabilities (Continued)

Senior Lien Airport Revenue Bonds, Series 2014: On February 1, 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 accruing on the Series 2014 Bonds through January 1, 2016, fund deposits to the senior
reserve fund, and pay the costs of issuance of the Series 2014 Bonds.

The Series 2014 A Bonds were structured as tax-exempt and non-AMT term bonds that bear interest
at 5.00 percent. The Series 2014B Bond were structured as federally taxable bonds that bear interest
at rates ranging from 2.54 percent to 3.73 percent.

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 bond indenture), are pledged to the payment of the

Series 2014 Bonds.

The required debt service payments for the Series 2014 Bonds for the fiscal years ending June 30

are as follows:

Years Ending June 30, Principal Interest Total
2015 $ - $ 16,341,210 $ 16,341,210
2016 - 16,341,210 16,341,210
2017 - 16,341,210 16,341,210
2018 5,580,000 16,341,210 21,921,210
2019 5,720,000 16,199,646 21,919,646
2020-2024 32,015,000 77,578,877 109,593,877
2025-2029 41,600,000 67,999,047 109,599,047
2030-2034 54,610,000 54,986,842 109,596,842
2035-2039 71,690,000 37,905,564 109,595,564
2040-2044 94,070,000 15,531,476 109,601,476
$ 305,285,000 $ 335,566,292 $ 640,851,292
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San Diego County Regional Airport Authority

Notes to Financial Statements

Note 5. Long-Term Liabilities (Continued)

Line of credit: In fiscal year 2013, the Airport Authority established a $4,000,000 line of credit with
Wells Fargo, which is collateralized with a certificate of deposit. This line of credit replaced a line
maintained with Union Bank. This line is utilized to issue letters of credit to surety companies who are
partnering with the Airport Authority to provide bonding assistance to contractors accepted into the
bonding assistance program at the Airport Authority. As of June 30, 2014, nothing had been drawn on
the line of credit and one issued letter of credit was outstanding, totaling $687,320 for projects in
progress. The letter of credit is due to expire June 16, 2015.

Capital Leases

Office equipment leases: The Airport Authority entered into capital lease agreements for office
equipment that require monthly lease payments of $14,806.

Receiving distribution center lease: The Airport Authority entered into an installment purchase
agreement for a receiving and distribution center (RDC) in fiscal year 2013. This agreement has been
determined to be a capital lease and requires monthly lease payments of $73,108. The Airport
Authority will become the owner of the RDC at the conclusion of the 20 year installment purchase
agreement.

The following is a schedule of future lease payments applicable to the RDC installment purchase
agreement, the office equipment capital leases, and the net present value of the future lease
payments at June 30, 2014:

Years Ending June 30, Amount

2015 $ 829,321
2016 877,298
2017 877,298
2018 877,298
2019 877,298
2020-2024 4,386,489
2025-2029 4,386,489
2030-2032 2997 434
Total Lease Payments TR
Less amount representing interest (8,297,998)
Present value of future lease payments $ 7.810.927
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San Diego County Regional Airport Authority

Notes to Financial Statements

Note 6. Defined Benefit Plan

Plan description: The Airport Authority’s defined benefit pension plan is separately administered by
the City of San Diego’s City Employees’ Retirement System (CERS). The San Diego County
Regional Airport Authority Retirement Plan and Trust provides retirement and disability benefits,
annual cost of living adjustments, and death benefits to plan members and beneficiaries. CERS is an
agent muitiple-employer public employee retirement system that acts as a common investment and
administrative agent for the City of San Diego, the District and the Airport Authority, administered by
the Retirement Board of Administration (the CERS Board). San Diego City Charter Section 144 and
San Diego Municipal Code Sections 24.0100 et seq. assign the authority to establish and amend the
benefit provisions of the plans that participate in CERS to the CERS Board. The Airport Authority
contributes to the Federal Social Security Program. The CERS Board issues a publicly available
financial report that includes financial statements and required supplementary information for CERS.
The financial report may be obtained by writing to the San Diego City Employees’ Retirement System,
401 B Street, Suite 400, San Diego, California 92101.

Funding policy: The City of San Diego municipal code requires member contributions to be
actuarially determined to provide a specific level of benefit. Member contribution rates, as a
percentage of salary, vary according to age at entry, benefit tier level and certain negotiated
contracts, which provide for the Airport Authority to pay a portion of the employees’ contributions. The
Airport Authority contribution rate, as determined through actuarial valuation, was 11.9 percent for
2014, 10.9 percent for 2013, and 14.5 percent for 2012, and is expressed as a percentage of covered
payroll.

Annual pension cost: For the years ended June 30, 2014, 2013 and 2012, the annual pension cost
included in salaries and benefits was $4,882,000, $4,582,000 and $4,356,000, respectively, for the
CERS pension. Comparing the June 30, 2013 actuarial valuation to the June 30, 2012 actuarial
valuation, total membership increased by 3.0 percent. The increase was attributable to both the
growth in active membership, terminated vested, disabled, retirees and beneficiaries. Active member
payroll increased by 1.8 percent. Additionally, active member total payroll increased by 6.2 percent,
and the average pay per active member increased by 4.4 percent. The actuarial liability increased by
18.5 percent but the actuarial value of assets increased by 12.3 percent. The funding ratio decreased
from 98.5 percent as of June 30, 2012 to 93.4 percent as of June 30, 2013. CERS employs a
commonly used actuarial smoothing method on the market value that dampens market volatility, so
the actuarial value of assets did not decrease as much as the market value (94.6 percent).

Valuation basis: Effective January 1, 2013, new Airport Authority employees who are deemed to be
“New Members” under the California Public Employees’ Pension Reform Act (PEPRA) are subject to
a number of plan provisions, including reduced benefit accrual factors, a cap on pensionable salary,
three-year averaging for final salary, and mandatory exclusion of certain items from pensionable
salary. PEPRA also requires New Members to pay at least 50 percent of the normal cost, with more
than 50 percent allowed subject to collective bargaining. There are less significant changes for
current employees and retirees.

There are a few New Members in the current valuation. In calculating the fiscal year 2015 annual
required contribution (ARC), the valuation reflects an estimate of PEPRA's impactont  1ormal cost.
There is no impact on the unfunded actuarial liability. As experience for New Members emerges in
the June 30, 2014 and subsequent valuations, the actual cost implications will vary and further study
may be required.



San Diego County Regional Airport Authority

Notes to Financial Statements

Note 6. Defined Benefit Plan (Continued)

As of the latest actuarial valuation dated June 30, 2013, significant actuarial assumptions are as
follows:

¢ The rates of retirement were based on age and service as opposed to just the service of a
member.

e The percent married assumption was 55 percent for females and 80 percent for males, and
the assumed age difference between husbands and wives was three years.

e The reciprocity assumption was 10 percent.
e Rates of termination were based on service as opposed to the age of a member.

¢ Disability rates were modified to reflect actual experience through June 30, 2010 and include
a projection to 2013.

e Mortality rates for active Airport Authority members were modified to reflect actual experience
through June 30, 2010 and include a projection to 2013.

¢ Mortality rates for retired Airport Authority members were modified to reflect actual
experience through June 30, 2010. No modifications have been made to project future
mortality improvements.

e The investment return assumption was 7.25 percent.

¢ The inflation assumption was 3.0 percent

e Cost of living adjustment was assumed 2 percent.

e Actuarial funding method is entry age normal

¢ Amortization method is level percent closed

e Asset valuation method is expected value method

e Equivalent single amortization period is 13.539 years. This consists of 9 years for the
outstanding balance of the 2007 UAL, 15 years for experience gains and losses, 30 years for
changes in methods and assumptions, 20 years for benefit changes.

e The rate of employer contributions to CERS is composed of the normal cost and an
amortization of the unfunded actuarial liability. The normal cost is a level percent of payroll
cost which, along with the member contributions, wili pay for projected benefits at retirement
for the average plan participant. The actuarial liability is that portion of the present value of
projected benefits that will not be paid by future employer normal costs or member

contributions. The difference between this liability and the funds accumulated as of the same
date is the unfunded actuarial liability.
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San Diego County Regional Airport Authority

Notes to Financial Statements

Note 6. Defined Benefit Plan (Continued)

On September 16, 2004, the Airport Authority made a contribution payment in the amount of
$3,900,000, in addition to the ARC, to reflect a desired funded ratio of 90 percent. On June 21, 2005,
the Airport Authority made an additional contribution of $1,000,000. During the year ended June 30,
2006, the Airport Authority made an additional contribution of $513,627. On June 30, 2010, the
Airport Authority made a contribution of $4,600,000 to increase the funded rate reported in the
January 2010 CERS 2009 actuarial calculation from 86.9 percent to the desired funded ratio of

90 percent. In April 2014, the Airport Authority again made a contribution of $827,945 to increase the
funded ratio to 94 percent. At June 30, 2014, the total contribution of $10,841,572 less amortization of
$3,921,797 is recorded as a net pension asset of $6,919,775. At June 30, 2013 and 2012, the total
contribution of $10,013,627 less amortization of $3,365,485 and $2,809,172, respectively, is recorded
as a net pension asset of $6,648,142, and $7,204,455, respectively. The contributions are being
amortized over an 18-year period.

The Airport Authority’s contribution for fiscal year 2015 measured as a percentage of membership
payroll increased from 11.9 percent to 14.29 percent. The required beginning of year contribution,
paid July 1 2014, increased by $918,149. The following is a schedule of the annual pension cost and
net pension asset for CERS (dollars in thousands):

Net
Pension

Fiscal Annual Airport % of Asset Increase Amortization Interest on

Year Pension Cost APC (NPA) {Decrease) of the NPA

Ended Cost (APC) Funded Contributed ARC Balance NPA NPA at7.50%/7.25%
6/30/112 $ 435 $ 3,800 87% $3800 $ 7204 % (556) $ (256) $ 751
6/30/13 4,582 2,600 57% 2,600 6,648 (556) 556 751
6/30/14 4,882 2,904 59% 2,904 6,920 272 556 786

Schedule of funding progress for CERS (dollars in thousands):

Actuariai
Accrued UAAL/(Asset) as
Actuarial Actuarial Liability Unfunded Annual a Percentage
Valuation Value of (AAL) AAL/As set Funded Covered of Cowered
Date Assets Entry Age UAAL/(As set) Ratio Payroll Payroll
6/30/13 $ 107616 $ 115200 $ 7,584 93.4% $ 26,380 28.7%
Note 7. Employees’ Deferred Compensation Plan

The Airport Authority offers its employees a deferred compensation plan, which was created in
accordance with Internal Revenue Code (IRC) Section 457. The plan, which is available to all full-time
Airport Authority employees, permits them to defer a portion of their salary until future years. The
deferred compensation is not available to employees until termination, retirement, total disability,
death or unforeseeable emergency.
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San Diego County Regional Airport Authority

Notes to Financial Statements

Note 7. Employees’ Deferred Compensation Plan (Continued)

The plan is administered by the Airport Authority and contracted to an unrelated financial institution.
Under the terms of an IRC Section 457 deferred compensation plan, all deferred compensation and
income attributable to the investment of the deferred compensation amounts held by the financial
institution, until paid or made available to the employees or beneficiaries, are held in trust for
employees.

As such, employee assets to be held in the IRC Section 457 plans are not the property of the Airport
Authority and are not subject to the claims of the Airport Authority’s general creditors. In accordance
with GASB Statement No. 32, Accounting and Financial Reporting for Internal Revenue Code
Section 457 Deferred Compensation Plans—a rescission of GASB Statement No. 2 and an
amendment of GASB Statement No. 31, employee assets are not reflected in the Airport Authority’s
financial statements.

Note 8. Other Postemployment Benefits

The Airport Authority provides a single-employer postemployment benefit plan (OPEB). The plan
provides postretirement medical, dental, vision and life insurance benefits for nonunion employees
hired prior to May 1, 2006 and union employees hired prior to October 1, 2008. The employees are
eligible for these benefits if they retire from active employment after age 55 with 20 years of service or
age 62 with five years of service.

Plan description: As of May 8, 2009, the Board approved entering into an agreement with the
California Employer's Retiree Benefit Trust (CERBT) fund. This is managed by California Public
Employees Retirement System (CalPERS). CalPERS administers pension and health benefits for
approximately 1.5 million California public employees, retirees and their families. CalPERS was
founded in 1932 and is the largest public pension fund in the United States, managing more than
$250 billion in assets for more than 2,500 California employers. In 1988 and 2007, enabling statutes
and regulations were enacted which permitted CalPERS to form the CERBT fund, an irrevocable
Section 115 Trust, for the purpose of receiving employer contributions that will prefund health and
other postemployment benefit costs for retirees and their beneficiaries. Financial statements for
CERBT may be obtained from CalPERS at P.O. Box 942709, Sacramento, CA 94229-2709.

Funding policy: CERBT requires a valuation of the liabilities and annual costs for benefits by an
approved actuarial consulting firm. It is the Airport Authority’s intent to budget and prefund the ARCs.
As of May 9, 2009, the agreement with CERBT was approved. Retirees contribute 5 percent of plan
costs for single coverage and the entire cost of vision benefits.

Annual OPEB cost and actuarial methods and assumptions: The Airport Authority’s annual
OPEB cost is calculated based on the ARC, an amount that is actuarially determined in accordance
with the parameters of GASB Statement No. 45. The Airport Authority has elected to perform an
actuarial valuation of the OPEB on a biennial basis, the most recent of which is dated as of July 1,
2013. According to the July 1, 2013 actuarial valuation, the ARC was $2,328,000 for both fiscal year
2014 and 2013. The ARC was determined using the entry age normal cost method with amortization
of the unfunded accrued liability .urring over a 30-year period ending June 30, 2037.
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San Diego County Regional Airport Authority

Notes to Financial Statements

Note 8. Other Postemployment Benefits (Continued)

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as
understood by the employer and plan members) and include the types of benefits provided at the time
of each valuation and the historical pattern of benefit costs between the employer and plan members
to that point. The methods and assumptions used include techniques that are designed to reduce the
effects of short-term volatility in actuarial accrued liabilities and the actuarial values of assets,
consistent with the long-term perspective of the calculations. The actuarial assumptions used by
CERBT include (a) a 7.36 percent investment rate of return, (7.61 percent was used in the prior
valuations), net of administrative expenses, and (b) projected salary increases of 3.00 percent. The
annual health care cost trend rate ranged from 5.0 to 9.5 percent for medical and assumes a 5.0
percent rate for dental and 3.0 percent rate for vision. In establishing the discount rate, an inflation
rate of 2.75% was used.

The entry age normal cost method spreads pian costs for each participant from entry date to the
expected retirement date. Under the entry age normal cost method, the plan’s normal cost is
developed as a level percentage of payroll spread over the participants’ working lifetime. The
actuarial accrued liability is the cumulative value, on the valuation date, of prior service costs. For
retirees, the actuarial accrued liability is the present value of all projected benefits.

The plan costs are derived by making certain specific assumptions as to the rates of interest,
mortality, turnover and the like, which are assumed to hold for many years into the future. Actual
experience may differ somewhat from the assumptions and the effect of such differences is spread
over all periods. Due to these differences, the costs determined by the valuation must be regarded as
estimates of the true plan costs.

Development of the net OPEB obligation (NOO/Asset) and annual OPEB cost for the past three years
is as follows (dollars in thousands):

Actuarial NOO/(Asset) Annual
Valuation  Fiscal Employer End Intereston  Adjustment OPEB
Date Year ARCs Contribution ofYear NOO/(Asset) tothe ARC Cost
7M1/11 11/12 § 2165 § 2,164 & 60) $ 5) % 4 $ 2,164
7/1/12 12/13 2,238 2,236 (59) - 4 2,238
7/1/13 13/14 2,328 2,328 (59) 4) 4 2,328

The Airport Authority's annual OPEB cost, the percentage of annual OPEB cost contributed to the
plan and the net OPEB obligation for 2014, 2013 and 2012 were as follows (dollars in thousands):

Percentage of

Fiscal Year Annual Employer OPEB Cost NOO/
Frdnd OPEB Costs Contributio~ _ ~~ntributed (Asset)
6/30/12 $2,164 $2,164 100.0% $ (60)
6/30/13 2,238 2,236 99.9% (59)
6/30/14 2,328 2,328 100.0% (59)
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San Diego County Regional Airport Authority

Notes to Financial Statements

Note 8.

Other Postemployment Benefits {Continued)

Funded status and funding progress: The projection of future benefit payments for an ongoing

plan involves estimates of the value of reported amounts and assumptions about the probability of
occurrence of events far into the future. Examples include assumptions about future employment,
mortality and the health care cost trend. Amounts determined regarding the funded status of the plan
and the annual required contributions of the employer are subject to continual revision as actual
results are compared with past expectations and new estimates are made about the future. The

schedule of funding progress, presented as required supplementary information following the

accompanying notes to the financial statements, presents multi-year trend information about whether

the actuarial value of plan assets is increasing or decreasing over time relative to the actuarial

accrued liabilities for benefits.

The funded status of the plan based on the most recent biennial actuarial valuation for the plan, dated

as of July 1, 2013, was as follows (dollars in thousands):

Unfunded
Actuarial Actuarial UAAL as a
Actuarial Actuarial Accrued Accrued Percent of
Valuation Value of Liability Liability Funded Covered Covered Interest Salary
Date Assets {AAL) {UAAL) Ratio Payroll Payroll Rate Scale
7113 $ 12667 $ 31553 $ 18,886 40.1% $ 17,567 107.5% 7.4% 3.0%
Note 9. Risk Management

The Airport Authority has a comprehensive Risk Management Program comprising commercial

insurance, self-insurance, loss prevention, loss control and claims administration. The Airport
Authority’s coverage includes a variety of retentions or deductibles.

Commercially issued insurance:

s The Airport Authority maintains $500 million in limits for owners’ and operators’ general

liability insurance with a war, hijacking and other perils endorsement in the amount of

$150 million.

¢ The Airport Authority maintains a property insurance policy with limits of $500 million

providing all risk and flood coverage on physical assets.

e The Airport Authority also maintains policies for workers’ compensation, commercial auto,
fiduciary liability and public official liability.

Self-insurance: Due to the exorbitant cost of earthquake insurance, the Airport Authority self-insures
for losses due to earthquake damage. Effective July 1, 2007, the Airport Authority removed the
purchase of commercial earthquake insurance from the Risk Management Program and increased

ance on the laws desigt o a

st public entitii

Authority has designated $7,377,978 and $6,659,982, respectively, from its net position, as an

insurance contingency.
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‘hrough the Federal Emergency Management
Agency and the California Disaster Assistance Act. As of June 30, 2014 and 2013, the Airport
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San Diego County Regional Airport Authority

Notes to Financial Statements

Note 9. Risk Management (Continued)

A $2,000,000 reserve has been established within unrestricted net position by the Airport Authority’s
management to respond to uninsured and underinsured catastrophic losses. This fund is maintained
pursuant to Board action only; there is no requirement that it be maintained.

Loss prevention: The Airport Authority has an active loss prevention program, staffed by a full-time
risk manager, two risk analysts, a safety manager and a safety analyst. In addition, insurer property
and casualty loss control engineers conduct safety surveys on a periodic basis. Employees receive
regular safety training and claims are monitored using a Web-based claims information system.

During fiscal year 2014, there were no significant reductions in insurance coverage from the prior
year. For each of the past three fiscal years, settlements have not exceeded insurance coverage.

Note 10. Lease Revenues

The Airport Authority leases certain of its capital assets, such as loading bridges and building space,
to signatory airlines and other tenants under operating leases. Substantially all capital assets are held
by the Airport Authority for the purpose of rental or related use. A majority of the lease payments are
determined each year based upon the actual costs of the airport. Such costs are allocated pro rata to
each tenant based upon factors such as landed weights, enplanements, square footage, acres, etc. A
majority of the Airport Authority’s lease commitments are primarily on a month-to-month basis and
accordingly are not reflected in the schedule below.

The Airport Authority’'s expansion of approximately 25,000 additional square feet results in the
increase of the number of food service and retail concession locations from 55 to 87. The Authority
has implemented a comprehensive Concessions Development Program (CDP) to provide a world
class shopping and dining experience for the millions of passengers who use SDIA each year. The
full program build out was completed during 2014. The CDP repiaces the Airport Authority’s one
master concessionaire, giving way for additional 11 new tenants to conduct business with the Airport
Authority. With the new program, 17 new concessions lease commitments were signed and will open
87 new stores within the Airport Authority terminals. These new lease commitments are cancellable
leases and are not reflected in the schedule below.

The minimum future lease payments to be received under the above operating lease agreements as
of June 30 are as follows:

Years Ending

__ una3D, Amount
2015 $ 7,547,637
2016 5,342,072
2017 5,422,203
2018 5,503,536
2019 5,595,376
2020 5,735,261

$ 35,146,085




San Diego County Regional Airport Authority

Notes to Financial St~taments

Note 10. Lease Revenues (Continued)

The Airport Authority entered into a five-year lease agreement on January 9, 2009 with the San Diego
World Trade Center (World Trade Center) for office space, with a fair market value of $440,000. In
lieu of rental payments, the Airport Authority received a 40 percent ownership of the World Trade
Center license, which has a fair market value of $440,000. The license, an intangible asset with no
expiration date, is included in non-depreciable assets in Note 4. As of June 30, 2014 and 2013, the
Airport Authority recognized lease revenue of $86,996 for each year, under the World Trade Center
lease.

Note 11. Lease Commitments

Operating Leases

General Dynamics lease: The Airport Authority is required, by legislation mandating the transfer of
airport operations from the District, to lease from the District 89.75 acres of the former General
Dynamics property on Pacific Highway adjacent to SDIA for 66 years commencing January 1, 2003.
The lease agreement calls for predetermined rents through December 31, 2005, with future rents
based upon a market rate established in late 2005 by an appraisal (or arbitration). The amended
lease agreement calls for rent payments of $6,750,000 annually through December 31, 2068. The
Airport Authority received a credit for $375,000 in reduced rent based on a previous lease agreement
for the property in September 2006. The changes in terms for this lease were approved by the Airport
Authority’s Board on July 25, 2006. A portion of the land is leased to the District for employee parking
for District administration building employees and is leased back by the District at the same fair
market value rent paid by the Airport Authority.

SDIA lease: The Airport Authority is leasing from the District 480 acres of land on North Harbor Drive
for $1 per year, for 66 years, through December 31, 2068.

Teledyne Ryan lease: The Airport Authority is leasing from the District 46.88 acres on North Harbor
Drive referred to as the Teledyne Ryan lease that commenced on January 1, 2005 and expires
December 31, 2068, with $3 million in annual rent.

Other District leases: The Airport Authority leases from the District two additional properties
adjacent to SDIA. These properties required monthly rentals of $86,083 and $12,521. As of

January 1, 2013, the lease for $86,083 was terminated with the District. In December 2013, the lease
for $12,521 expired and was not renewed.

On July 24, 2006, the Airport Authority’s Board approved a lease with the District for the property
located at 2415 Winship Lane, known as the Sky Chef property. The term of the lease is 60 years
with $350,000 in annual rent and commenced September 1, 2006.

Under current law, in the event SDIA is relocated and the District leases are no longer used by the
Airport Authority for airport purposes, all District leases will terminate and use of the property will
revert to the District.

Building lease: The Airport Authority leased modular buildings from an unrelated third-party that
required monthly rental of $1,366 through the expiration date of August 2013. This lease was not
renewed.
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San Diego County Regional Airport Authority

Notes to Financial Statements

Note 11. Lease Commitments (Continued)

The future rental commitment under the above operating lease agreements as of June 30 are due a
follows:

Years Ending June 30 Amount

2015 $ 10,167,120
2016 10,167,120
2017 10,167,120
2018 10,159,920
20189 10,159,920
2020-2024 50,799,600
2025-2029 50,799,600
2030-2034 50,799,600
2035-2039 50,799,600
2040-2044 50,799,600
2045-2049 50,799,600
2050-2054 50,799,600
2055-2059 50,799,600
2060-2064 50,799,600
2065-2069 50,799,600

$ 558,817,200

S

The total rental expense charged to operations for the years ended June 30 consists of the following:

2013

Rental payments made 10,897,338

Note 12. Commitments and Contingencies

Commitments: As of June 30, 2014 and 2013, the Airport Authority had significant commitments for

capital expenditures and other matters as described below:

i.  The Airport Authority has funds which have been classified as current assets, primarily for the

unpaid contractual portion of capital projects that are currently in progress, and will not be
funded by grants or additional debt, but will be funded through Airport Authority cash. These
amounts are for the estimated cost of capital projects that have been authorized by the Board
for construction planning to proceed and for the contractual costs of upgrading certain major
equipment. At June 30, 2014 and 2013, these funds totaled approximately $7.8 million and

$906 thousand, n ectic 7, anc ec st |onthe accom| ing sta of position

as cash and investments designated for specific capital projects and other commitments.
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San Diego County Regional Airport Authority

Notes to Financial Statements

Note 12.  Commitments and Contingencies (Continued)

ii. Support services— As part of the MOU, services provided by the District Harbor Police are
required to be purchased by the Airport Authority as long as SDIA continues to operate at the
current location. At the time of the transfer, the Airport Authority entered into a Master Services
Agreement, a Police Services Agreement and a Communications Services Agreement with the
District, which described the services that the Airport Authority could purchase and the manner
of calculating the payments for such services. The largest amount that became payable under
any of these agreements is under the Police Services Agreement, which is for Harbor Police
services. The District provides monthly billings to the Airport Authority, with payment generally
due 30 days after the date of the invoice, and provision of appropriate supporting
documentation. During the years ended June 30, 2014 and 2013, the Airport Authority
expensed $16,577,044 and $17,289,681, respectively, for these services.

iii. In fiscal year 2012, the Board approved two contracts with Ace Parking Management Inc., one
for the parking management services in the amount of $29.7 million and the second for the
airport shuttle services in the amount of $28.8 million. The total amount spent as of June 30,
2014, were $6.9 million for parking management services and $9.1 million for airport shuttle
services. These contracts are scheduled for completion in 2017. As of June 30, 2014, the
Airport Authority’s remaining commitment is approximately $17.4 million for the parking
management contract and $12.6 million for the shuttle service contract.

iv. In fiscal year 2014, the Board approved a contract with Austin-Sundt JV for the design and
construction of the proposed Rental Car Center in the amount of $14 million and additional
approval of $10 million. As of June 30, 2014, $55.3 million had been spent and the contract is
due to be completed in fiscal year 2016.

v. Infiscal year 2013, the Board approved a contract with Demattei Wong Architecture in support
of the Rental Car Center project in the amount of $10 million and an additional approval of
$12 million. As of June 30, 2014, $16.6 million had been spent and the contract is due to be
completed in fiscal year 2016.

Contingencies: As of June 30, 2014, the Airport Authority is subject to contingencies arising from
legal matters as described below:

The Airport Authority has leases and operating agreements with various tenants. These agreements
typically include provisions requiring the tenant/operators to indemnify the Airport Authority for any
damage to property or losses to the Airport Authority as a result of the tenant’s operations. Also, the
leases and operating agreements typically require the Airport Authority to be named as an additional
insured under certain insurance policies of the tenants/operators. The Airport Authority also tenders
these claims to its own insurers once they become asserted claims. When these types of claims are
asserted against the Airport Authority, the Airport Authority not only vigorously opposes them but also
vigorously seeks contribution and/or indemnity from all tenants/operators involved, from the
tenants’/operators’ insurers and from its own insurers. The Airport Authority’s legal counsel cannot
predict the net exposure to the Airport Authority with respect to these matters, or the probability or
remotel s of any outcome.
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San Diego County Regional Airport Authority

Required Supplementary Information (Unaudited)
Fiscal Year Ended June 30, 2014

Schedule of pension funding progress for CERS is as follows (dollars in thousands):

Actuarial UAAL/(Asset)
Accrued as a
Actuarial  Actuarial Liability Unfunded Annual Percentage
Valuation Value of (AAL) AAL (UAAL)Y Funded Cowered of Covered
Date Assets Entry Age (Asset) Ratio Payroll Payroll
6/30/08 $ 57,748 $ 56,808 $ (940) 101.7% % 23,488 (4.0%)
6/30/09 58,981 67,871 8,890 86.9% 24,693 36.0%
6/30/10 73,401 76,447 3,046 96.0% 25,709 11.8%
6/30/11 86,309 84,042 (2,267) 102.7% 25,148 (9.0%)
6/30/12 95,793 97,225 1,432 98.5% 24,726 5.8%
6/30/13 107,616 115,200 7,584 93.4% 26,380 28.7%
Schedule of OPEB funding progress is as follows (dollars in thousands):
Unfunded
Actuarial  Actuarial UAAL as a
Actuarial Actuarial Accrued  Accrued Percent of
Valuation Value of Liability Liability Funded Cowred Cowered Interest Salary
Date Accatg AAL LIAAL Ratio Payroll Payroll Rate  Scale
7/1/08 % - $ 10,327 $ 10,327 0.0% $ 19,417 53.2% 7.75% 3.25%
7/1/09 2,674 12,206 9,532 21.9% 19,514 48.8% 7.75% 3.25%
7/1710 4,474 14,149 9,675 31.6% 20,148 48.0% 7.75% 3.25%
711> 7,604 22,197 14,593 34.3% 18,728 77.9% 7.60% 3.25%
7/11112* 7,604 22,197 14,593 34.3% 18,728 77.9% 761% 3.25%
7/1113 12,667 31,553 18,886 40.1% 17,567 107.5% 7.36% 3.00%

* In accordance with GASB Statement No. 45, the Airport Authority has an actuanal valuation

completed biennially.
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San Diego County Regional Airport Authority
June 30, 2014
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San Diego County Regional Airport Authority
Schedule of Expenditures of Federal Awards
Year Ended June 30, 2014

Catalog of
Federal
Domestic
Assistance Federal
Federal Grantor/Program Title Number Grant Number Expenditures
U.S. Department of Trans portation:
Direct Programs:
Airport Improvement Program (A IP) 20.106* 3-06-0214-64 $ 234613
Airport Improvement Program (A IP) 20.106* 3-06-0214-65 411,992
Airport Improvement Program (A1P) 20.106* 3-06-0214-66 383,957
Airport Improvement Program (A [P) 20.106* 3-06-0214-67 7,345,398
Airport Improvement Program (A IP) 20.106* 3-06-0214-69 803,402
Airport Improvement Program (A IP) 20.106* 3-06-0214-70 835.719
Airport Improvement Program (A IP) 20.106* 3-06-0214-71 605,550
Total funded under Airport Improvement Grants 14,620,631
Total U.S. Department of Trans poration 14,620,631
U.S. Department of Homeland Security
Direct Programs:
TSA Law Enforcement Personne! Reimbursement A greement 97.100 HSTS02-08-H-SLR254 368,355
ARRA - TSA Checked Baggage Screening Project 97.117* HSTS04-10-H-REC118 ' 663,744
Total U.S. Department of Homeland Security 2,032,099
Total Federal Awards Expended $ 16,652,730

* Denotes major program
ARRA = American Recovery and Reinvestment Act

Notes to Schedule:

1. This schedule includes the federal awards activity of the San Diego County Regional Airport

Authority and is presented on the accrual basis of accounting. The information in this

schedule is presented in accordance with the requirements of OMB Circular A-133, Audits of

States, Local Governments, and Non-Profit Organizations. Therefore, some amounts

presented in this schedule may differ from amounts presented in, or used in the preparation of

the basic financial statements.

2. The San Diego County Regional Airport Authority provided no federal awards to
subrecipients.






Members of the Board
San Diego County Regional Airport Authority
Page 3

Compliance

As part of obtaining reasonable assurance about whether the Airport Authority’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit and, accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with

Government Auditing Standards in considering the Airport Authority’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

BED L

Dallas, Texas
October 24, 2014
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Members of the Board
San Diego County Regional Airport Authority
Page 5

Opinion on Each Major Federal Program

In our opinion, the Airport Authority complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major federal
programs for the year ended June 30, 2014.

Report on Internal Control Over Compliance

Management of the Airport Authority is responsible for establishing and maintaining effective internal
control over compliance with the types of compliance requirements referred to above. In planning and
performing our audit of compliance, we considered the Airport Authority’s internal control over
compliance with the types of requirements that could have a direct and material effect on each major
federal program to determine the auditing procedures that are appropriate in the circumstances for the
purpose of expressing our opinion on compliance for each major federal program and to test and report on
internal control over compliance in accordance with OMB Circular A-133, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not
express an opinion on the effectiveness of the Airport Authority’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a
deficiency, or combination of deficiencies, in internal control over compliance such that there is a
reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in
internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance with a type of compliance requirement of a federal program that is less severe than a material
weakness in internal control over compliance, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses. We did not identify any deficiencies in internal control
over compliance that we consider to be material weaknesses. However, material weaknesses may exist
that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our

testing of internal control over compliance and the results of that testing based on the requirements of
OMB Circular A-133. Accordingly, this report is not suitable for any other purpose.

LGBy



Members of the Board
San Diego County Regional Airport Authority
Page 6

Report on Schedule of Expenditures of Federal Awards Required by OMB Circular A-133

We have audited the basic financial statements of the Airport Authority as of and for the year ended
June 30, 2014, and have issued our report thereon dated October 24, 2014, which contained an
unmodified opinion on those financial statements and included a reference to other auditors. Our audit
was performed for the purpose of forming an opinion on the basic financial statements as a whole. The
accompanying Schedule of Expenditures of Federal Awards is presented for purposes of additional
analysis as required by OMB Circular A-133 and is not a required part of the basic financial statements.
Such information is the responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the basic financial statements. The information
has been subjected to the auditing procedures applied in the audit of the basic financial statements and
certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements or to the basic
financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the Schedule of Expenditures of
Federal Awards is fairly stated in all material respects in relation to the basic financial statements as a
whole.

BED LP

Dallas, Texas
Qctober 24, 2014
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San Diego County Regional Airport Authority
Schedule of Findings and Questioned Costs
Year Ended June 30, 2014

Summary of Auditor’s Results

1.

xS

7.

The opinion expressed in the independent auditor’s report was:
& Unmodified D Qualified D Adverse D Disclaimer

The independent auditor’s report on internal control over financial reporting disclosed:
Significant deficiency(ies)? (] Yes X None reported
Material weakness(es)? [ Yes X No

Noncompliance considered material to the financial statements
was disclosed by the audit? (] Yes X No

The independent auditor’s report on internal control over compliance for major federal awards
programs disclosed:

Significant deficiency(ies)? (] Yes [X] None reported
Material weakness(es)? ] Yes X No

The opinion expressed in the independent auditor’s report on compliance for major federal awards
was:

E Unmodified D Qualified D Adverse D Disclaimer

The audit disclosed findings required to be reported by OMB
Circular A-133? [ Yes X No

The Airport Authority’s major programs were:

Cluster/Program CENA Numhagr
Airport Improvement Program (AIP) 20.106
TSA Checked Baggage Screening Project (ARRA) 97.117
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San Diego County Regional Airport Authority
Schedule of Findings and Questioned Costs (Continued)
Year Ended June 30, 2014

The threshold used to distinguish between Type A and Type B programs as those terms are defined in
OMB Circular A-133 was $499,582.

The Airport Authority qualified as a low-risk auditee as that term
is defined in OMB Circular A-133? X Yes J No

Counilo



San Diego County Regional Airport Authority
Schedule of Findings and Questioned Costs (Continued)
Year Ended June 30, 2014

Findings Required to be Reported by Government Auditing Standards

Reference Questioned
Number Finding Costs

No matters are reportable.

Findings Required to be Reported by OMB Circular A-133

Reference Questioned
Number Finding Costs

No matters are reportable.
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San Diego County Regional Airport Authority
Summary Schedule of Prior Audit Findings
Year Ended June 30, 2014

Reference
Number Summary of Finding Status

No matters are reportable.
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San Diego County Regional Airport Authority
Passenger Facility Charge Program
June 30, 2014
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San Diego County Re¢ onal Airport Authority

Passenger Facility Charge Program
Schedule of Passenger Facility Charge Collections and Expenditures
Year Ended June 30, 2014

Cumulative Cumulative
Amount Total - Quarter Ended Year Ended Total -
Date Approved June 30, September 30, ber 31, March 31, June 30, June 31, June 30,
Revenues Approved For Use 2013 2013 2013 2014 2014 2014 2014
Passenger facilny charge collections $ 494365977 $ 10,822,448 8,122 467 $ 8,278,708 10,025,361 5 37,248 984 $ 531614961
Interest eamed 11,440,684 54,472 62,011 61,758 74,738 252,979 11,693,663
Total passenger faciity charge
revenue receved 505,806,601 10,876,920 8,184 478 8,340,466 10,100,099 37,501,963 543,308,624
Expenditures
Apphcation 95-01-C-04-SAN 712671995 $ 103,804,864 103.804,864 - - - - - 103,804,864
Application 98-02-C-04-SAN 7/24/1998 45,496,605 45 496,665 - - - - - 45,496 665
Application 03-03-C-01-SAN 5/20/2003 65,058,035 65,058,035 - - - - - 65,058,035
Application 05-04-C-01-SAN 11/22/2005 44 822518 44,822,518 - - - - - 44822518
Application 08-05-C-01-SAN 6/27/2008 16,031,690 19,031,690 - - - - - 19,031,690
Application 08-07-C-00-SAN 9/30/2009 85,181,950 79,489,990 - - - - - 79,489,990
Apphcation 10-08-C-00-SAN 117242010 1,118,567,229 80,424 686 100,751 13,948,824 7,137.038 6,964,791 28,151,404 108,576,090
Applhcation 12-10-C-00-SAN 7732012 27,835,280 13,821,954 499,741 536,916 494,429 905,797 2,436,883 16,258,837
Total passenger facility charge
revenue expended $ 1,509,798,231 $ 451950402 3 600,492 14,485,740 $ 7,631,467 7,870,588 $ 30,588,287 $ 482,538,689




San Diego County Regional Airport Authority
Passenger Facility Charge Program
Notes to Schedule of Passenger Facility Charge Collections and Expenditures
Year Ended June 30, 2014

Note 1. General

This schedule includes the Passenger Facility Charge (PFC) Program activity of the San Diego
County Regional Airport Authority and is presented on the modified cash basis of accounting.
Under the modified cash basis of accounting, PFC revenues are recognized when received rather
when earned and eligible expenditures are recognized when the related goods or services are
provided or incurred. The information in this schedule is presented in accordance with the
requirements of the Passenger Facility Charge Audit Guide for Public Agencies issued by the
Federal Aviation Administration. Therefore, some amounts presented in this schedule may differ
from amounts presented in, or used in the preparation of, the basic financial statements.

PFC expenditures may consist of direct project costs, administrative costs, debt service and bond
financing costs, as applicable to active applications. The accompanying schedule of Passenger
Facility Charge Collections and Expenditures includes eligible expenditures that have been applied
against PFCs collected as of June 30, 2014.






Members of the Board
San Diego County Regional Airport Authority
Page 4

Opinion on Passenger Facility Charge Program

In our opinion, the San Diego County Regional Airport Authority complied, in all material respects, with
the types of compliance requirements referred to above that could have a direct and material effect on its
passenger facility charge program for the year ended June 30, 2014,

Report on Internal Control Over Compliance

Management of the Airport Authority is responsible for establishing and maintaining effective internal
control over compliance with the types of compliance requirements referred to above. In planning and
performing our audit of compliance, we considered the Airport Authority’s internal control over
compliance with the types of requirements that could have a direct and material effect on the passenger
facility charge program to determine the auditing procedures that are appropriate in the circumstances for
the purpose of expressing our opinion on compliance and to test and report on internal control over
compliance in accordance with the Guide, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the Airport Authority’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of the
passenger facility charge program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or combination of deficiencies, in internal control over compliance such that
there is a reasonable possibility that material noncompliance with a type of compliance requirement of the
passenger facility charge program will not be prevented, or detected and corrected, on a timely basis. A
significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of the passenger
facility charge program that is less severe than a material weakness in internal control over compliance,
yet important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses. We did not identify any deficiencies in internal control
over compliance that we consider to be material weaknesses. However, material weaknesses may exist
that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements of the
Guide. Accordingly, this report is not suitable for any other purpose.



Members of the Board
San Diego County Regional Airport Authority
Page 5

Report on Schedule of Passenger Facility Charge Collections and Expenditures

We have audited the financial statements of the Airport Authority as of and for the year ended June 30,
2014, and have issued our report thereon dated October 24, 2014, which contained an unmodified opinion
on those financial statements and included a reference to other auditors. Our audit was performed for the
purpose of forming an opinion on the basic financial statements as a whole. The accompanying Schedule
of Passenger Facility Charge Collections and Expenditures is presented for purposes of additional
analysis, as specified in the Guide and is not a required part of the basic financial statements. Such
information is the responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the basic financial statements. The information
has been subjected to the auditing procedures applied in the audit of the basic financial statements and
certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements or to the basic
financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the Schedule of Passenger Facility
Charge Collections and Expenditures is fairly stated in all material respects in relation to the basic
financial statements as a whole.

BED Lwp

Dallas, Texas
October 24, 2014



San Diego County Regional Airport Authority
Passenger Facility Charge Audit Summary
Year Ended June 30, 2014

Summary of Auditor’s Results

1.

12.

Type of report issued on PFC financial statements. X Unmodified [ Qualified
Type of report on PFC compliance. X Unmodified [ ] Qualified

Quarterly revenue and expenditures reconcile with
submitted quarterly reports and reported un-liquidated
revenue matches actual amounts. X Yes [INo

PFC revenue and interest is accurately reported on FAA
Form 5100-127. D4 Yes [1No

The Public Agency maintains a separate financial
accounting record for each application. X Yes I No

Funds disbursed were for PFC eligible items as identified
in the FAA decision to pay only for the allowable costs of
the project. X Yes [ INo

Monthly carrier receipts were reconciled with quarterly
carrier reports. X Yes [INo

PFC revenues were maintained in a separate interest-
bearing capital account or commingled only with other
interest-bearing airport capital funds. X Yes I No

Serving carriers were notified of PFC program
actions/changes approved by the FAA. ™ Yes [ INo

. Quarterly reports were transmitted (or available via

website) to remitting carriers. X Yes [INo

The Public Agency is in compliance with Assurances 5, 6,
7 and 8. X Yes [ 1No

Project design and implementation is carried out in
accordance with Assurance 9. X Yes [JNo

. Program administration is carried out in accordance with

Assurance 10. vy Yes I No

. For those public agencies with excess revenue, a plan

for the use of this revenue has been submitted to the
FAA for review and concurrence. []VYes CINo XIN/A
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San Diego County Regional Airport Authority
Customer Facility Charge Program
June 30, 2014
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San Diego County Region: Airport Authority

Customer Facility Charge Program

Schedule of Customer Facility Charge Collections and Disbursements
Year Ended June 30, 2014

Beginning Ending
Balance, Balance,
Unapplied CFC Interest Unapplied
Description CFC Revenues' Earned Disbursements CFC?
Collections and disbursements, quarter ended September 30, 2013 M 41,009,333 $ 6,792,983 27.461 $ 6,536,115 41,293 662
Collections and disbursements, quarter ended December 31, 2013 41,293,662 5,390,883 53,109 8,018,861 38,718,793
Collections and disbursements. quarter ended March 31,2014 38,718,793 5,690,964 39,640 3,461,156 40,988,241
Collections and disbursements. quarter ended June 30, 2014 40,988 241 8.601.884 27430 7.965.233 41,652,322
$ 26,476,714 147 640 $ 25,981 365

' Customer Facility Charge (CFC) revenues (collections) are reported when the cash is received

: Unapplied CFCs are collections that have not been applied to approved CFC projects.

See Notes to Schedule of Customer Facility Charge Collections and Disbursements.




San Diego County Regional Airport Authority

Customer Facility Charge Program

Notes to Schedule of Customer Facility Charge Collections and Disbursements

Note 1.

Note 2.

Year Ended June 30, 2014

General

In May 2009, Assembly Bill 491 of the 2001-2002 California Legislature (codified in
California Civil Code Section 1936 et seq.) authorized the San Diego County Regional
Airport Authority (Airport Authority) to impose a $10 Customer Facility Charge (CFC) per
contract on rental cars at the San Diego International Airport.

On October 4, 2012, the Airport Authority Board of Directors approved an alternative CFC
rate modification from the $10 CFC rate per contract to $6.00 per day (up t a maximum of
five days) to allow for the collection of sufficient CFC funds to cover the future costs of the
anticipated consolidated rental car facility and centralized busing system. Effective January
1, 2014, the CFC fee increased from $6.00 to $7.50 per day up to a maximum of five days.

In accordance with the program, the CFC revenue must be used to pay allowable costs for
approved capital projects. The Airport Authority is utilizing CFC revenue for the
development of a consolidated rental car facility. The primary objectives of this project are
to reduce vehicle traffic volume on terminal curb front and Harbor Drive, provide a long-term
rental car facility and site for airport passengers and rental car concessionaires, and
implement a common use busing system.

Basis of Presentation

The accompanying Schedule of Customer Facility Charge Collections and Disbursements
includes the CFC activity of the Airport Authority and is presented on the modified cash basis
of accounting. Under the modified cash basis of accounting, CFC revenues are recognized
when received rather than when earned (collections) and eligible disbursements are
recognized when the related goods or services are provided or incurred. The information in
this schedule is presented for purposes of additional analysis, as specified in California Civil
Code Section 1936.

CFC disbursements may consist of direct project costs, administrative costs, debt service and
related financing costs. The accompanying Schedule of Customer Facility Charge
Collections and Disbursements includes the eligible disbursements that have been applied
against CFCs collected as of June 30, 2014.






Members of the Board
San Diego County Regional Airport Authority
Page 4

Opinion on Customer Facility Charge Program

In our opinion, the San Diego County Regional Airport Authority complied, in all material respects, with
the types of compliance requirements referred to above that could have a direct and material effect on its
customer facility charge program for the year ended June 30, 2014.

Report on Internal Control Over Compliance

Management of the Airport Authority is responsible for establishing and maintaining effective internal
control over compliance with the types of compliance requirements referred to above. In planning and
performing our audit of compliance, we considered the Airport Authority’s internal control over
compliance with the requirements that could have a direct and material effect on the customer facility
charge program in order to determine the auditing procedures that are appropriate in the circumstances for
the purpose of expressing our opinion on compliance and to test and report on internal control over
compliance in accordance with the Code, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the Airport Authority’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of the
customer facility charge program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or combination of deficiencies, in internal control over compliance such that
there is a reasonable possibility that material noncompliance with a type of compliance requirement of the
customer facility charge program will not be prevented, or detected and corrected, on a timely basis. A
significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of the customer
facility charge program that is less severe than a material weakness in internal control over compliance,
yet important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses. We did not identify any deficiencies in internal control
over compliance that we consider to be material weaknesses. However, material weaknesses may exist
that have not been identified.

The purpose of this report on internal contro! over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements of the
customer facility charge program. Accordingly, this report is not suitable for any other purpose.
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Members of the Board
San Diego County Regional Airport Authority
Page 5

Report on Schedule of Customer Facility Charge Collections and Disbursements

We have audited the basic financial statements of the Airport Authority as of and for the year ended

June 30, 2014, and have issued our report thereon, dated October 24, 2014, which included a reference to
previous auditors. Our audit was conducted for the purpose of forming an opinion on the basic financial
statements as a whole. The accompanying Schedule of Customer Facility Charge (CFC) Collections and
Disbursements is presented for purposes of additional analysis, as specified in Code, and is not a required
part of the basic financial statements. Such information is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records used to prepare the basic
financial statements. The information has been subjected to the auditing procedures applied in the audit
of the basic financial statements and certain additional procedures, including comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion,
the Schedule of Customer Facility Charge Collections and Disbursements is fairly stated in all material
respects in relation to the basic financial statements as a whole.

BED Lwp

Dallas, Texas
October 24, 2014
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ATTANILIRATMIT

To the Members of the Board
San Diego County Regional Airport Authority
San Diego, CA

As part of our audits of the financial statements and compliance of San Diego County Regional
Airport Authority (Airport Authority) as of and for the year ended June 30, 2014, we wish to
communicate the following to you.

Auditor’s Responsibility Under Auditing Standards Generally Accepted in the United
States of America; the Standards Applicable to Financial Audits Cent~ined in Government
Auditing Standards Issued by the Comptroller General of the Unitea >tates; U.S. Offi~= of
Management and Budget (OMB) Circular A-133, Audits of States, Local Governments and
Nonprofit Organizations; and the Passenger Facility Charge Audit Guide for ™ "™ ies
(Guide) Issued - “-~ Wederal * ‘ation Administration

An audit performed in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States; OMB Circular A-133; and the
Guide issued by the Federal Aviation is designed to obtain reasonable, rather than absolute,
assurance about the financial statements and about whether noncompliance with the types of
compliance requirements described in OMB Circular A-133 and the Guide that could have a
direct and material effect on a major federal program or passenger facility charge program
occurred. In performing auditing procedures, we establish scopes of audit tests in relation to the
financial statements taken as a whole. Our engagement does not include a detailed audit of every
transaction. Our engagement letter more specifically describes our responsibilities.

These standards require communication of significant matters related to the financial statement
and compliance audits that are relevant to the responsibilities of those charged with governance
in overseeing the financial reporting process. Such matters are communicated in the remainder
of this letter or have previously been communicated during other phases of the audit. The
standards do not require the auditor to design procedures for the purpose of identifying other
matters to be communicated with those charged with governance.

Audits of financial statements and compliance does not relieve management or those charged
with governance of their responsibilities. Our engagement letter more specifically describes
your responsibilities.



Qr~"+~tive Aspects of Significant Accounting Policies and Practices

Significant Accounting Policies

The Airport Authority’s significant accounting policies did not change from the prior year and
are described in Note | to the comprehensive annual financial statements (CAFR).

Alternative Accounting Treatments

No matters are reportable.

Management Judgments and Accounting Estimates

Accounting estimates are an integral part of financial statement preparation by management,
based on its judgments. The following areas involve significant estimates for which we are
prepared to discuss management’s estimation process and our procedures for testing the
reasonableness of those estimates:

e Fair market value of investments

e Valuation allowance for various receivables

e Estimated useful lives used to depreciate capital assets

e Actuarial assumptions used to estimate the net pension asset

e Actuarial assumptions used to estimate the net other postemployment benefits asset
e Pollution remediation obligations

e Litigation and other loss contingencies

Financial Staten ~-* Disclosures

The following areas involve particularly sensitive financial statement disclosures for which we
are prepared to discuss the issues involved and related judgments made in formulating those
disclosures:

e (Cash, cash equivalents and investments
e (Capital assets

e Long-term liabilities

e Defined benefit plan

e Other postemployment benefits

e Lease revenues

e Commitments and contingencies

v



Audit Adjustments

During the course of any audit, an auditor may propose adjustments to financial statement
amounts. Management evaluates our proposals and records those adjustments which, in its
judgment, are required to prevent the financial statements from being materially misstated.
Some adjustments proposed were not recorded because their aggregate effect is not currently
material; however, they involve areas in which adjustments in the future could be material,
individually or in the aggregate.

Areas in which adjustments were proposed include:

Proposed audit adjustment recorded:

e Accrual of year-end unclaimed grant reimbursements

Proposed audit adjustments not recorded (see attached summary of uncorrected
misstatements).

e Prior period impact of unclaimed grant reimbursements accrual

¢ Reclassification of grant revenue from operating revenues to nonoperating revenues

Auditor’s Judgments About the Quality of -~ Entit’< A~~~unting Principles

No matters are reportable.

Other Information in Documents Containing Audited Financial Statements

The audited financial statements are included in the Airport Authority’s CAFR. As part of our
procedures, we read the entire report to determine if financial information discussed in sections
outside the financial statements materially contradicts the audited financial statements. If we
identify any such matters, we bring them to management’s attention and review subsequent
revisions.

Significant Issues Discussed with Management

During the Audit Process

During the audit process, we had discussions with management regarding the accounting and
reporting treatments being applied to the Quieter Home Program grant revenues and
expenditures. There appears to be disparity in treatment across the atrport industry for federally
funded sound insulation programs, but we attribute this disparity primarily to the individual facts
and circumstances that pertain to each situation. Ultimately, we concluded that the Airport
Authority’s past accounting and reporting practices for such activity are appropriate under the
circumstances.

’
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Difficulties Encountered in Performing the Audit

Our audit requires cooperative eflort between management and the audit team. There were no
difficulties cncountered during the course of our audit. Management of the Airport Authority
was very patient and extremely cooperative throughout the audit process. We very much
appreciate their hard work in preparing for the audit and in seeing it through to completion.

Other Material Written Communications

Other material written communications between management and BKD related to the audit
include the following:

e Report on the Airport Authority’s passenger facility charge program
e Report on the Airport Authority’s customer facility charge program
e A management representation letter, a copy of which is attached.

OTHER MATTERS

We observed the following matters and offer these comments and suggestions with respect to
matters which came to our attention during the course of the audit of the financial statements.
Our audit procedures are designed primarily to enable us to form an opinion on the financial
statements and, therefore, may not bring to light all weaknesses in policies and procedures that
may exist. However, these matters are offered as constructive suggestions for the consideration
of management as part of the ongoing process of modifying and improving financial and
administrative practices and procedures. We can discuss these matters further at your
convenience and may provide implementation assistance for changes or improvements.

Information Technology Control Enhancements

During the course of our audit, we performed procedures to evaluate the design of the Airport
Authority’s information technology (IT) general controls. The scope of our procedures included
a review of the supporting infrastructure for financial significant systems, namely Oracle’s JD
Edwards EnterpriseOne. More specifically, we reviewed the IT general controls in the following
areas: (1) entity-level, (2) systems development and change management, (3) security and (4)
operations. In the course of our procedures, we observed the following opportunities for
improvement and offer these suggestions.

The EnterpriseOne system user logical access is created using specific roles. Roles are ass”~1ed
to individual users when they are employed or transfer job responsibilities. However, formai
periodic reviews of user access are not performed to ensure the propriety of user access.

We therefore recommend that a formal review of user access to the system be performed on a
periodic basis.
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Standard best practice password policies are not in place for the Active Directory environment,
specifically the following current settings:

e Enforce password history: 0 passwords remembered
e  Maximum password age: 366 days

e Account lockout threshold: 50 invalid logon attempts

Management should consider changing the settings to adhere to the following best practices:

e FEnforce password history: 12 passwords remembered
e Maximum password age: 90-180 days
e Account lockout threshold: 3-5 invalid logon attempts

Passenger Facility Charge (PFC) Reporting

During the course of our audit, we noted that the Airport Authority’s underlying accounting
records used to support the required quarterly and cumulative reporting of PFC activity do not
agree to the amounts reported to the Federal Aviation Administration. The Airport Authority’s
accounting records show that it has collected more PFCs on a cumulative basis than is currently
being reported.

We recommend the Airport Authority invest the time necessary to resolve this and any other
differences in order to correct its reporting of PFCs. Procedures should be established to ensure
further differences do not arise in the future.

Significant Changes to Federal Grant Policies

In December 2013, the Office of Management and Budget issued final guidance to supersede and
streamline requirements from OMB Circulars A-21, A-50, A-87, A-89, A-102, A-110, A-122
and A-133 by consolidating into one document the federal government’s guidance on “Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards.”
This guidance, commonly referred to as the Omni- or Super Circular, is effective for all federal
awards or funding increments provided after December 26, 2014, and the audit requirement
changes contained therein will be effective for years beginning on or after December 26, 2014.
The final guidance is located in Title 2 of the Code of Federal Regulations. The new guidance
raises the audit threshold and the minimum Type A/B program threshold to $750,000, simplifies,
in many instances, the support requirements for the indirect cost rate used and increases the focus
on internal controls over compli e with federalp  am

Personnel within the Airport Authority responsible for federal grant administration will need to
become familiar with this new guidance and, in most cases, certain controls over compliance
with federal program rules and guidance will require modification as a result of implementing
this new guidance.



Governmental Accounting Standards Board (GASB) Statement No. 68, Accounting and
Financial Reporting for Pensions (Statement)

This Statement amends the requirements of Statement No. 27, Accounting for Pensions by State
and Local Governmental Employers, and Statement No. 50, Pension Disclosures, as they relate
to governmental employers that account for pensions provided through trusts, or equivalent
arrangements, that meet certain criteria.

The statement includes guidance for accounting for participating employers in single-employer
and multiple-employer defined-benefit pension plans, cost-sharing plans, defined-contribution
plans and plans with insured benefits. More specifically, this Statement requires governments
providing defined-benefit pensions to recognize their long-term obligation for pension benefits
as a liability for the first time, and to more comprehensively and comparably measure the annual
costs of pension benefits. The Statement also enhances accountability and transparency through
revised and new note disclosures and required supplementary information (RSI).

The eftective date for this standard is generally for periods beginning after June 15, 2014.

Governmental Accounting Standards Board Statement No. 69, Government Combinations
and Disposals of Government Operations (Statement)

This Statement establishes accounting and financial reporting standards related to government
combinations and disposals of government operations. As used in this Statement, the term
government combinations includes a variety of transactions referred to as mergers, acquisitions
and transfers of operations.

The distinction between a government merger and a government acquisition is based upon
whether an exchange of significant consideration is present within the combination transaction.
Government mergers include combinations of legally separate entities without the exchange of
significant consideration. This Statement requires the use of carrying values to measure the
assets and liabilities in a government merger. Conversely, government acquisitions are
transactions in which a government acquires another entity, or its operations, in exchange for
significant consideration. This Statement requires measurements of assets acquired and
liabilities assumed generally to be based upon their acquisition values. This Statement also
provides guidance for transfers of operations that do not constitute legally separate entities and in
which no significant consideration is exchanged. This Statement defines the term operations for
purposes of determining the applicability of this Statement and requires the use of carrying
values to measure the assets and liabilities in a transfer of operations.

A disposal of a government’s operations results in the removal of specific activities of a
government. This Statement provides accounting and financial reporting guidance for disposals
of government operations that have been transferred or sold.

This Statement requires disclosures to be made about government combinations and disposals of
government operations to enable financial statement users to evaluate the nature and financial
effects of those transactions.

O
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The requirements of this Statement are etfective for government combinations and disposals of
government operations occurring in financial reporting periods beginning after December 15,
2013, and should be applied on a prospective basis.

Governmental Accounting Standards Board Statement No. 70, Accounting and Financial
Reporting for Nonexchange Financial Guarantees

Effective for periods beginning after June 15, 2013, this Statement will require a government that
extends a transaction financial guarantee to another government, not-for-profit organization,
private entity, or individual, without directly receiving equal or approximate value in exchange
(nonexchange transaction), to recognize a liability when qualitative factors and historical data, if
any, indicate that it is more likely than not the government will be required to make a payment
on the guarantee. This Statement requires a government that has issued an obligation guaranteed
in a nonexchange transaction to report the obligation until legally released as an obligor.
Examples of such qualitative factors include, but are not limited to, the following:

¢ Initiation of the process of entering into bankruptcy or financial reorganization.

e Breach of a debt contract in relation to the guaranteed obligation, such as failure to meet
rate covenants, failure to meet coverage ratios, or default or delinquency in interest or
principal payments.

e Indicators of significant financial difficulty, such as failure to make payments to paying
agents or trustees on a timely basis; drawing on a reserve fund to make debt service
payments; initiation of a process to intercept receipts to make debt service payments; debt
holder concessions; significant investment losses; loss of a major revenue source;
significant increase in noncapital disbursements in relation to operating or current
revenues; or commencement of financial supervision by another government.

This letter is intended solely for the information and use of the Audit Committee, Members of
the Board and management and is not intended to be and should not be used by anyone other
than these specified parties.

P DL~

October 24, 2014
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We have provided you with:

(a) Access to all information of which we are aware that is relevant to the
preparation and fair presentation of the tinancial statements such as records,
documentation and other matters.

(b) Additional information that you have requested from us for the purpose of
the audit.

(¢) Unrestricted access to persons within the San Diego County Regional
Airport Authority (Airport Authority) from whom you determined it
necessary to obtain audit evidence.

(d) All minutes of meetings of the governing body held through the date of this
letter.

(e)  All significant contracts and grants.

All i actions have been recorded in the accounti: records and are reflected in
the financial statements.

We have infi  ed you of all current risks of a material amount that are not
adequately prevented or« ected by ti  Airport Authority procedures with respect
to:

(a) Misappropriation of assets.
(b) Misrepresented or misstated assets, liabilities or net position.

We believe the effects of the uncorrected financial statement miss nents
summarized in the attached schedule are immaterial, both individually and in the
aggregate, to the financial statements taken as a whole.

We have no knowledge of any!| v or suspected:

(a) Fraudulent financial reporting or misappropriation of assets involving
management or « _ ployees who have si_ ficant roles in internal control.

(b) Fraudulent financial reporting or misappropriation of assets involving others
that could have a material effect on the financial statements.

We have no knowledge of any allegations of fraud or suspected fraud affecting
the Airport Authority received in communications from employees, customers,
regulators, suppliers or others.

We have disclosed to you the identity of the Airport Authority’s related parties

and all the related party relationships and trans ~  of which we are aware.
Related party relationships and transactions ha u itely accow
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Supplement regarding activities allowed or unallowed; allowable costs/cost

inc _ es; cash managem ; avis _acon Act; eligibi quipment and
real property management; matching, level of effort, eai ing; period of
availability of fed | funds; procurement and suspension and debarment;
program income; real property acquisition and relc ion assistance;
r rting; subrecipient monitoring; and special tests and provisions that are
applicable to each of our federal awards programs. We have identified to
you our interpretation of any applicable compliance requirements subject to

varying interpretations. =~ We have also identified all compliance
requirements of the passenger facility charge and customer :ility charge
programs.

(c) We are responsible to understand and comply with the requirements of
laws, regulations, contracts and grants applicable to each of our federal
awards programs and our passenger facility charge and customer facility
cl ge programs and have disclosed to you any and all instances of
noncompliance with those requirements occurring during the period of your
audit or subsequent thereto to the date of this letter of which we are aware.
We believe the Airport Authority has complied with all applicable
compliance requirements.

(d) We are responsible for establishing and maintaining effective internal
irol over compliance to provide reasonable assurance we have
administered each of our federal awards, passenger facility charge and
customer facility charge programs in compliance with requir __:nts of laws.
regulations, contracts and grants appl  ble to those programs.

(¢) We have made a' lable to you all contracts and grant agreements,
including any amendments, and any other correspondence or documentation
relevant to each of our federal awards, passenger facility charge and
customer facility cI ge programs and to our compliance with applicable
requirements of those prc  ms.

(f)  The information presented in federal awards program financial reports and
claims for advances and reimbursements is supported by the books and
sords from which our financial statements have been prepared.

(g) Amounts claimed or used for matching were determined in accordance with
the applicable OMB Circular re;  ding cost principles.

(h) We have disclosed to you any communications from grantors, pass-through
entities and others concerning possible noncompliance with the applicable
compliance requirements for each of our federal awards programs, as well
as our passenger facility charge and customer facility charge programs,
including any communications received from the end of the period of your
audit through the date of this letter.

.u132



28.

29.

30.
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(1)  We have identified to you any previous complian: idits, attestation
engagements and internal or external monitoring relate the « ives of
your compliance audits, inclt " findings received and corrective actions
taken to address any signifi indings and recommendations m : in
such audits, attestation engagements or other monitoring.

(3) The summary schedules of prior audit findings correctly state the status of
all prior year OMB Circular A-133 and passenger facility charge program
audit findings and any uncorrected open findings included in the prior year
summary schedules of prior audit findings as of the date of this letter.

The financial statements disclose all significant estimates and material
concentrations known to us. Significant estimates are estimates at the statement
of net position date which could change materially within the next year.
Concentrations refer to volumes of business, revenues, available sources of
supply, or markets for which events could occur which would significantly disrupt
nc al finances within the next year. Significant assumptions used by us in
making accounting estimates, including those measured at fair value, are
reasonable.

The supplementary information required by the Governmental Accounting
Standards Board, consisting of management’s discussion and analysis, pens
and other postemployn it ' efit information, has been prepared and is
measured and presented in conformity with the applicable GAS
pronouncements, and we acknowledge our responsibility for the information. The
information contained therein is based on all facts, decisions and conditions
currently known to us and is measured using the same methods and assumptions
as were used in the preparation of the financial statements. We believe the
significant assumptions underlying the measurement and/or presentation of the
information are reasonable and appropriate. There has been no change from the
preceding period in the methods of measurement and presentation.

With regard to the schedule of expenditures of federal awards, schedule of
passel r facility charge collections and expenditures and schedule of customer
facility charge collections and expenditt

(a) We acknowledge our responsibility for the presentation of the
supplemen iformat  in accordance with the | plicable criteria.

(b) We believe the supplementary information is fairly presented, both in form
and content, in accordance with the applicable criteria.

(c) The methods of measurement and presentation of the supplementary
information are unchanged from those used in the prior period.

..133



(d)

(e)

8-

We believe : significant assumptions or inte tic 1 lerlying the
m ment and/or presentation of the supplementary information are
re le d  oropriate.

If the supplementary information is not presented with the audited financial
statements, we acknowlec  we will make the audited financial statements
readilv available to intended users of the supplementary information no later
than : date such information and the related 1ditor’s report are issued.

Asset Management/Treasurer
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2014 Highlights

Independent Auditor's Report on Basic Financial Statements

Independent Auditor’s Report on Internal Control Over Financial Reporting and on Compliance and Other
Matters Based on an Audit of the Financial Statements Performed in Accordance With Government Auditing
Standards

Independent Auditor’s Report on Compliance for Each Major Program; Report on Internal Control Over
Compliance; and Report on Schedule of Expenditures of Federal Awards Required by OMB Circular A-133

Independent Auditor's Report on Compliance for the Passenger Facility Charge Program and Report on
Internal Control Over Compliance; and Report on Schedule of Passenger Facility Charge Collections and
Expenditures

Independent Auditor's Report on Compliance for the Customer Facility Charge Program and Report on
Internal Control Over Compliance

Unmodified

Unmodified

Unmodified

Unmodified

Unmodified

During fiscal year 2014, the Airport Authority received its Certificate of Achievement for Excellence in Financial Reporting for

its 2013 CAFR. This was the 11th consecutive year the Airport Authority has received this prestigious award.

There were no material weaknesses or significant deficiencies in internal controls identified during the audit. There was one

audit adjustment made, relating to the recognition of an accrual for unclaimed grant reimbursements.

For fiscal year 2014, the Airport Authority had two major federal award programs that required testing, the FAA's Airport
Improvement Program and TSA's Checked Baggage Screening Project. We identified no compliance or internal control

matters related to these programs during our single audit testing.

experience BKD.

CPAs & Advisors
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2014 Highlights (Cont.)

Asset highlights: Cash, cash equivalents and investments were up $159 million due to the issuance of the 2014 bonds and continued

] accumulation of PFCs. Capital assets grew by $133 million (after depreciation, which increased by $75 million) with the completion of
the Green Build. Grants receivable increased by $2 million, primarily due to the accrual for unclaimed grant reimbursements at June
30, 2014. Other current assets declined by $2 million, which relates entirely to the accrual for a BAB subsidy in 2013.

m Liability highlights: Accrued liabilities decreased by $13 million as the Green Build came to a close in 2014, thus reducing the
amount of construction related accruals and retainages payable. Long-term debt grew by $294 million with the issuance of the 2014
bonds. Accrued interest payable increased by $7 million, primarily due to the semiannual interest due on the 2014 bonds, as well as a
full semiannual period of interest due on the 2013 bonds at June 30, 2014 versus less than six month's due at June 30, 2013.

Net position highlights: Net investment in capital assets declined by $47 million, which is primarily reflective of an increase in long-
m term debt associated with capital asset acquisition. Amounts restricted for debt service and construction grew by $29 million and $7

million, respectively, as the amount of interest funded from bond proceeds declined and the amount of unapplied PFCs grew.

Unrestricted net position rose by $10 million, which is almost entirely due to the accumulation of additional liquid reserves.

Revenue highlights: Airline revenue grew by $8 million, reflecting higher cost recovery form the airlines in 2014 as compared to 2013.
u Concession revenue increased by $6 million due to the Airport Authority's newly expanded concession program. Parking and ground

transportation revenue rose by $3 million upon the reopening of the Terminal 2 parking lot and partially due to an increase in enplaned

passengers. CFCs grew by $8 million over the prior year as a result of a fee increase that went into effect January 1, 2014.

Expense highlights: Contractual services increased $2 million, primarily attributable to greater shuttle and parking contract costs.

| Utilities were up $2 million over 2013 as rates rose and usage increased with the Green Build coming fully on line. Maintenance
expenses grew by $3 million, generally the result of additional airfield, elevator and escalator repairs. Depreciation and amortization
increased $36 million due to continued capitalization of the Green Build. Interest expense increased by $40 million, both due to
increased debt and a reduction in the amount of bond proceeds available to pay interest.

- Cash flows from operating activities continue to grow and reflect a strong trend and unrestricted liquid reserves ($167 million) are
significant, representing 80% of total unrestricted net position and more than one year of current operating expenses (exclusive of
depreciation).

There were no significant changes to the Airport Authority's significant accounting policies. Significant and/or sensitive financial
| statement disclosures in the 2014 CAFR include: Cash, Cash Equivalents and Investments; Capital Assets; Long-Term Liabilities;
Defined Benefit Plan, Other Postemployment Benefits. Lease Revenues; Lease Commitments; and Commitments and Contingencies.

Future accounting/reporting issues of significance to consider include the implementation of GASB Statement No. 68, Accounting and
- Financial Reporting for Pensions and GASB Statement No. 69, Government Combinations and Disposals of Government Operations.

Also, the Airport Authority should carefully study the implications of the recently released OMB "Super Circular" and plan for

implementation and ongoing monitoring to ensure compliance with the federal grant program guidance therein provided.

There were no difficulties encountered in the course or performing our audit and we received
excellent cooperation form management throughout the process. We appreciate the support

they provided, as well as the time and attention of the Audit Committee to this very important
" process.

experience

CPAs & Advisors
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Assets and Deferred Outflows Composition as of June 30, 2014

Grant, PFC and CFC
Receivables
$13,398,406
Net OPEB Asset 1%

Other Assets

$50,319,853
2%
r

$6,919,775
0%

Capital Assets, Net
$1,310,972,534
59%

experience BKD.

CPAs & Advisors

Total Assets = $2,222,281,667

Cash, Cash Equivalents and
Investments - Unrestricted
$166,863,849
8%

Cash, Cash Equivalents and
Investments - Restricted
$664,694,567
30%

Tenant Lease Receivables
$9,112,683
0%
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Asset and Deferred Outflows Composition Trends

Cash, Cash Equivalents and Investments - Unrestricted

Cash, Cash Equivalents and Investments - Restricted

$200,000,000 $800,350,000
$150,000,000 $600,350,000
$100,000,000 $400,350,000

$50,000,000 I l . $200,350,000 .

$- $350,000 L
2010 2011 2012 2013 2014 2010 2011 2012 2013 2014
Tenant Lease Receivables Other Assets

$10,400,000 $80,015,000

$8,400,000 $60,015,000

$6,400,000 - $40,015,000 -

$4,400,000 $20,015,000

$2,400,000 $15,000

2010 2011 2012 2013 2014 2010 2011 2012 2013 2014
Grant, PFC & CFC Receivables | Capital Assets, Net

$14,500,000 $1,500,000,000
$12,000,000 $1,250,000,000

$9,500,000 $1,000,000,000

$7,000,000 $750,000,000

$4,500,000 l I I I $500,000,000 -

$2,000,000 $250,000,000 -

2010 2011 2012 2013 2014 2010 2011 2012 2013 2014

experience BKD.

CPAs & Advisors
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Liability Composition as of June 30, 2014

Accounts Payable and Accrued Accounts Payable and Accrued
Liabilities- Unrestricted Liabilities- Restricted
$18,055,639 $59,871,383 Compensated Absences
Other Liabilities 1% a% $3,094,685
$2,562,207 0%
0% \Accrued Interest on Debt
$31,088,789

2%

Long-Term Debt
$1,380,592,518
93%

Total Liabilities = $1,495,265,221

experience BKD.

CPAs & Advisors
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Liability Composition Trends

Accounts Payable and Accrued Liabilities- Unrestricted || Accounts Payable and Accrued Liabilities- Restricted
$75,000,000 $75,000,000
$60,000,000 $60,000,000
$45,000,000 $45,000,000
$30,000,000 $30,000,000
$15,000,000 - -: $15,000,000
$- $-
2010 2011 2012 2013 2014 2010 2011 2012 2013 2014
Compensated Absences | | Accrued Interest on Debt
$3,532,000 $35,000,000
$3,032,000 $30,000,000
$2,532,000 - $25,000,000
$2,032,000 - $20,000,000
$1,532,000 - $15,000,000
$1,032,000 $10,000,000
$532,000 $5,000,000
$32,000 $-
2010 2011 2012 2013 2014 2010 2011 2012 2013 2014
Long-Term Debt | | Other Liabilities
$1,500,000,000 $3,000,000
$1,200,000,000 $2,500,000 .
$900,000,000 $2,000,000
$1,500,000
$600,000,000 $1,000,000
$300,000,000 $500,000
. I 0
2010 2011 2012 2013 2014 2010 2011 2012 2013 2014

experience BKD.

CPAs & Advisors
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Total Revenues and Capital Contributions Composition for the Year Ended
June 30, 2014

Other Revenues

$28,108,244
10%
Customer Facility Charges

$27,545,001

10%
Airline Revenue
$97,876,224
34%
Passenger Facility Charges
$35,769,515 _\
12%
Ground and Non-airline/
Terminal Rentals
$9,602,842
3%
Parking and Ground .
Transportation Revenue Concession Revenue
$38,959,020 $47,769,865
14% 1700

Total Revenues = $285,630,711

experience BKD.

CPAs & Advisors
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Total Revenues and Capital Contributions Trends

Airline Revenue

Concession Revenue

experience BKD.

CPAs & Advisors

$150,000,000 $60,000,000
$100,000,000 $40,000,000
$- $-
2010 2011 2012 2013 2014 2010 2011 2012 2013 2014
Parking and Ground Transportation Revenue Ground and Non-Airline Terminal Rentals
$50,000,000 $12,500,000
$40,000,000 $10,000,000
$30,000,000 $7,500,000
$20,000,000 $5,000,000
$10,000,000 $2,500,000
$- $-
2010 2011 2012 2013 2014 2010 2011 2012 2014
Passenger Facility Charges ‘ Customer Facility Charges
$36,000,000 $30,000,000
$35,500,000 $25,000,000 —
$35,000,000 $20,000,000
$34,500,000 $15,000,000 —
$34,000,000 $10,000,000
$33,500,000 . . $5,000,000
$33,000,000 ; $-
2010 2011 2012 2013 2014 2010 2011 2012 2013 2014
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Expense Composition for the Year Ended June 30, 2014
(Excl. Depreciation)

Other Expenses Salaries and Benefits
$34,589,443 \ $39,135,299
17% 19%
Contractual Services
$31,559,247
15%
Interest Expense___
$56,375,726
27%
~——__ Safety and Security
$24,150,563
11%
Maintenance__—— —————_ Utilities
$13,981,689 $8,680,410
7% 4%

Total Expenses (Excl. Depreciation of $77,205,256) = $208,472,377

experience BKD.

CPAs & Advisors
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Salaries and Benefits

Expense Trends

Contractual Services

experience

B KDI.LP'

CPAs & Advisors

$40,000,000 $35,000,000
$38,000,000 $27,500,000
$36,000,000 $20,000,000
$34,000,000 . $12,500,000
$32,000,000 $5,000,000
2010 2011 2012 2013 2014 2010 2011 2012 2013 2014
Utilities | Safety and Security
$10,015,000 $26,000,000
$8,015,000 $24,000,000
$6,015,000
$22,000,000
$4,015,000
$2,015,000 sZ0,000,000 - .
$15,000 $18,000,000
2010 2011 2012 2013 2014 2010 2011 2012 2013 2014
Maintenance | Interest Expense
$16,000,000 $60,000,000
$14,000,000 $50,000,000 _—
$12,000,000 $40,000,000
$;g,ggg’ggg $30,000,000
$6:000:000 $20,000,000
$4,000,000 $10,000,000
$2,000,000 S$-
2010 2011 2012 2013 2014 2010 2011 2012 2013 2014
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Other Relevant Trends

Cost Per Enplaned Passenger
$12.00
$10.00
$8.00
$6.00
$2.00
$-
2010 2011 2012 2013 2014
J
Outstanding Debt Per Enplaned Passenger * || Debt Service Coverage
$160.00 3200
$135.00 — 22.00
$110.00 17.00
$85.00 —— 12.00
$60.00 7.00
535.00 2.00 | H J
$10.00 2010 2011 2012 2013 2014
2010 2011 2012 2013 2014 I Senior Revenue Bond Debt Service Coverage (1.25x)
J\ Subordinate Revenue Bond Debt Service Coverage (1.10x)
Landed Weights ‘ Enplanements
11,400,000 9,200,000
11,200,000 9,000,000
11,000,000 8,800,000
10,800,000 8,600,000
10,600,000 8,400,000
10,400,000 . 8,200,000 . .
10,200,000 8,000,000 ‘
2010 2011 2012 2013 2014 2010 2011 2012 2013 2014

™ BKD * Beginning in 2014, outstanding debt includes the Series 2014 CFC Bonds.
experience w

CPAs & Advisors

12 of 12




Item No.

7

Meeting Date: DECEMBER 4, 2014

Subject:

Review of the Comprehensive Annual Financial Report (CAFR) for the Fiscal
Year Ended June 30, 2014

Recommendation:
The Audit Committee recommends that the Board accept the report.
Background/Justification:

A Comprehensive Annual Financial Report (CAFR) is a set of U.S. government financial
statements that encompass the financial report of a state, municipal, or other
governmental entity that conforms with the accounting requirements of the
Governmental Accounting Standards Board (GASB).

The CAFR provides a measure of financial transparency on local and state government
spending. It is a more thorough report when compared to the audited financial
statements, and includes three major sections: the introductory section, which provides
general information on the Airport’s organization structure; the financial section, which
includes the Airport’s audited financial statements; and the statistical section, which
provides data trends.

The Airport Authority CAFR for the Fiscal Year Ended June 30, 2014 (Attachment A), was
presented to the Audit Committee during a regular meeting held on November 17, 2014.
The Audit Committee voted unanimously to forward the informational item to the Board.

Fiscal Impact:

Adequate funding to produce the Comprehensive Annual Financial Report is included in
the adopted FY 2015 and conceptually approved FY 2016 Operating Expense Budgets
within the Accounting Department Services — Other line item.

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



_ITEM NO. 7

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:

MARK A. BURCHYETT
CHIEF AUDITOR
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b SAN DIEGO COUNTY Item No.
§ REGIONAL AIRPORT AUTHORITY 8

STAFF REPORT

Meeting Date: DECEMBER 4, 2014

Subject:

Quarterly Audit Activities Report - Fiscal Year 2015 First Quarter, and Audit
Recommendations Issued by the Office of the Chief Auditor

Recommendation:
The Audit Committee recommends that the Board accept the report.
Background/Justification:

The Charter for the Office of the Chief Auditor (OCA), as approved by the San Diego
County Regional Airport Authority Board, establishes the roles, responsibilities, and
working relationship of the Chief Auditor with the Audit Committee and with Authority
management. To reflect current operational practices, the Charter was revised on
September 4, 2014, Resolution No. 2014-0089.

The Charter directs the Office of the Chief Auditor to periodically communicate to the
Audit Committee with respect to management’s systems of control, audit findings,
management’s responses, and including any steps adopted to resolve a noted issue.

The attached Fiscal Year 2015 First Quarter Activity Report (Attachment A) summarizes
the undertakings and accomplishments of the Chief Auditor’s office from July 1, 2014,
through September 30, 2014.

During the first quarter, the Office of the Chief Auditor completed nine (9) audits of the
Fiscal Year 2015 Audit Plan and issued four (4) recommendations. The implementation
status of audit recommendations issued by the Office of the Chief Auditor is detailed in
Appendix C of the activity report.

On November 17, 2014, the Audit Committee received a presentation on the 2015 first
quarter activities of the OCA, provided by the Manager, Audit Services, at a.regular
meeting of the Audit Committee. The Committee unanimously voted to forward the
report to the Board for information.

Fiscal Impact:

None
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ITEM N, 8

Page 2 of 2

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

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:

MARK BURCHYETT
CHIEF AUDITOR






November 6, 2014 FY15 First Quarter Report

Tom Smisek, Chair

Audit Committee

San Diego County Regional Airport Authority
P.O. Box 82776

San Diego, California 92138-2776

Dear Mr. Smisek:

The Office of the Chief Auditor (OCA) presents our Fiscal Year 2015 First Quarter Report. The
report details both the audit and the administrative activities of the OCA during the first quarter
of Fiscal Year 2015; and it includes the resolutions of past audit findings and information
regarding the future plans of the OCA.

The First Quarter Report will be presented at the next Audit Committee meeting scheduled for
November 17, 2014.

Respectfully submitted,

Mark A. Burchyett
Chief Auditor

(06,46
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FY15 First Quarter Report

Of the eleven (11) in-progress audits above, three (3) draft audit reports had been forwarded to
the affected Departments for review and comment. Additionally, one (1) of the above audits,
Mission Yogurt, Inc., was issued.

Recommendation Follow-Up

To ensure that audit issues are addressed in a timely manner, the OCA tracks the status of its
recommendations on an on-going basis. For the last month in the quarter, the OCA tracked the
implementation status of 25 recommendations that were issued during FY15, or were
outstanding as of June 30, 2014. As shown by Figure 3 below, twelve (12) of the
recommendations have been completed or implemented while twelve (12) remain outstanding.
One recommendation was not accepted by Management. A Board Communication memo
dated June 19, 2014, from the Authority President/CEO to SDCRAA Board Members provided
the rationale for rejecting the finding.

See Appendix C for a complete listing of all outstanding recommendations and their status.

Figure 3:  Status of Recommendations as of September 30, 2014

| 25 | 12 | 12 I 0 1

In tracking recommendations the OCA uses the following designations:

e Completed: This designation is used for recommendations that the OCA has
determined to be adequately implemented or for recommendations where ailternate
action was taken that adequatley addresses the risk identified.

e In Progress: These recommendations have been partially addresed or partial
corrective action has been taken. If adequate progress is not being made, it will be
noted as such.

¢ Open: This category of recommendations have not yet been addressed. Usually, this
desigantion is used when there has not been adequate time between report issuance
and recommendation follow-up.

o 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.

It appears that adequate progress is being made with the majority of recommendations, and the

OCA will continue its monthly tracking of their status. Specifically, the non-completion of the “In
Progress” recommendations should not have a material adverse effect on the Authority.

000248
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FY15 First Quarter Report

Non-Audit Activities

Along with the audit activities detailed above, the OCA continues its involvement in several non-
audit projects and activities. Specifically, during the first quarter of Fiscal Year 2015 the OCA
was involved in the following:

Audit Committee:

The Audit Committee met on August 18, 2014. During that meeting, the Committee received an
update on the Construction Audit activity, the OCAs FY14 Annual Activity Report, and the Audit
Committee FY14 Annual Report. The next meeting is scheduled for November 17, 2014.

Construction Audit Activity:

For the first quarter of Fiscal Year 2015, the OCA continued its Construction Audit activity
separate from its Annual Audit Plan. During the quarter, Finance completed the review of the
Passenger Facility Charge (PFC) eligibility of Green Build landside expenses. The Construction
Auditor is reviewing the process used, and starting to review the final results. The review of the
reimbursable costs incurred for the Checked Baggage Inspection System that have been
reimbursed is nearing completion.

The Construction Auditor is currently completing a review of the Green Build attic stock and the
Terminal Flight Information Display System project. Through attendance at the Capital
Improvement Committee meetings and the Northside Development Stakeholder meetings, the
OCA Construction Auditor continues to provide assistance in ensuring that the Authority is
meeting compliance requirements for ongoing and planned projects.

Additionally, the OCA Construction Auditor remains involved with issues identified by the Airport
Design and Construction team and Authority Management, giving assistance and attending
meetings specific to the aspects of the Authority’s construction activity. A formal update is
presented to the Audit Committee during regularly scheduled meetings and will be presented to
the Capital Improvement Program Oversight Committee as determined necessary.

Ethics Compliance Program:

The OCA continues to run the Authority Ethics Program and confidential hotline system,
including e-mail and voicemail. See Appendix B, Ethics Hotline Call Summary, for a listing of
calls received during the quarter.

Training:

During the first quarter, OCA staff participated in several Internet-based training seminars. Of
note were webinars held by The Institute of Internal Auditors (lIA) regarding performance
auditing of procurement, and various webinars held by ISACA, a professional association
focus 1 on Information Technology (IT) governance, regarding IT auditing.

C OF THE CHEF AUDITCR






FY15 First Quarter Report

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 recognizes that budgets may
need adjustment(s) as additional facts become known during an audit. For the fiscal year to
date, the OCA is over its goal of completing 80% of its projects within the budgeted amount of
time.

Implementation of Recommendations: This goal measures the value that the OCA is
providing to the Authority by measuring how audit recommendations have impacted the
Authority. For the fiscal year, twelve (12) of 25 recommendations were implemented. While the
percentage of implemented recommendations is under our goal, we are on track to achieve the
goal, with an aim to have 90% of our recommendations implemented within the year.



FY15 First Quarter Report

Going Forward

For completion during the second quarter of FY15, the OCA has targeted all of the audits
currently in progress, as well as three (3) additional audits on the FY15 Audit Plan. The
completion of these audits will result in the accomplishment of 51% of the FY15 Audit Plan.
Figure 7 identifies the audits scheduled for completion in the second quarter.

Figure 7:  Audits Scheduled for Completion in the Second Quarter of Fiscal Year 2015

Airport Noise Management

Internal Process

Aircraft Rescue & Fire Fighting (ARFF) Expense Billings

Expense Contract

Avis Rent A Car Systems LLC

Revenue Contract

Cloud Management and Performance

Internal Process

Concessionaire Management and Performance

Internal Process

Demattei Wong Architecture, Inc.

Expense Contract

EZ Rent A Car

Revenue Contract

Fox Rent A Car

Revenue Contract

Hudson Group, Concourse Ventures Inc.

Revenue Contract

JCDecaux, Inc.

Revenue Contract

Merriwether Williams Insurance Services

Expense Contract

Mission Yoaurt Inc.

Revenue Contract

Pacific Gateway Concessions and Procurement Concepts Inc.

Revenue Contract

The Hertz Corporation

Revenue Contract

G0052
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APPENDIX A: Audit Snapshots FY15 First Quarter Report

Agreements with Expenditure Limits Not to Exceed $100,000
Report Number 15038, September 2014

Background

The Fiscal Year 2015 Annual Audit Plan required that the Office of the Chief Auditor (OCA)
review a sample of agreements with contractors that contain expenditure limits of less than
$100,000. The purpose of this audit is to verify compliance with agreement terms and
appropriateness of expenditures. A brief description of each of the agreements reviewed is
provided below.

1. CR&A Custom, Inc.

CR&A Custom, Inc. was contracted to provided design, fabrication, and installation of an
aluminum wall-mounted vinyl graphic media framing system on the east-facing exterior wall of
the Commuter Terminal. The agreement was managed by the Airport Art Program of the
Vision, Voice & Engagement Department.

2. Meridian Systems, Inc.
Meridian Systems, Inc. was contracted as a sole source provider for the construction project
data system, Prolog. The agreement is managed by the Facilities Development Department.

3. California Center for Sustainable Energy.

The California Center for Sustainable Energy was contracted to provide services needed for
implementing the Authority’s Clean Vehicle Conversion Program for off-airport ground
transportation providers. The contract was first managed by the Airport Planning & Noise
Mitigation Department, and then transferred to the Ground Transportation Department.

4. Carahsoft Technology Corporation.
Carahsoft Technology Corporation is contracted to provide services needed to provide

continuous maintenance, support services, and web based upgrades, for the SAP software
currently utilized by the Authority. The contract is managed by the Information Technology
Department.

5. American Appraisal Associates, Inc.

American Appraisal Associates, Inc. was contracted to provide professional appraisal services,
including ascertaining replacement cost values for insuring Authority buildings and equipment.
The agreement was managed by the Risk Management Department.

6. Reynolds Business Forms, Inc.

Reynolds Business Forms, Inc. is contracted to provide professional, on-call reprographic and
related services. The agreement is managed by the Procurement and Small Business
Development Department.

7. A-Advanced Locksmiths

A-Advanced Locksmiths is contracted to provide maintenance and repair services to the
Authority’s facilities locksets throughout San Diego International Airport. The agreement is
managed by the Facilities Maintenance Department.

8. UniFirst Corporation
UniFirst Corporation is contracted to provide and maintain mats in doorways at San Diego
International Airport. The agreement is managed by the Facilities Maintenance Department.

000253
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APPENDIX A: Audit Snapshots FY15 First Quarter Report

9. Buss-Shelger Associates
Buss-Shelger Associates is contracted to provide real estate appraisal services. The
agreement is managed by the Business & Financial Management Department.

Audit Results: No Reportable Findings

Airlines and Others
Report Number 15023, September 2014

Background

Airlines and Others manages the fuel system operations at the San Diego International Airport
under a 20 year Lease Agreement (Agreement) with a term of October 1, 1996, to October 31,
2016. The actual administration of the fuel system operation is sub-contracted by Allied
Aviation Services, Inc. (Allied). Allied is responsible for ensuring the proper calculation of
payments related to both “Exempt” and “Non-exempt’ airline fueling distributions. Fuel
dispensed to airlines that operate at SDIA and have not signed an Airline Operating Agreement
(AOA) with the Authority is subject to a flowage fee of $0.05 per gallon. Additionally, per the
Agreement, Airlines and Others is subject to the following monthly charges:

e Capital Recovery Charges of $118,951,
e Property Lease Charges of $63,124, and
¢ Rent Adjustment Recovery Charges of $8,301.

For the audit period July 1, 2012, to June 30, 2014, Allied, on behalf of Airlines and Others, paid
a total of $4,943,348 to the Authority.

The objective of this audit was to ensure that the Authority received the proper amount of
revenue from Allied for Capital Recovery and Property Lease Charges as well as Non-Exempt
Fuel distribution fees during the audit period.

Audit Results: No Reportable Findings

Audit work determined that Allied properly calculated, reported, and paid the fuel flowage fees
for airlines operating without an AOA, and remitted the amounts due for the fuel system
operations Capital Recovery and Property Lease Charges. In addition, a review of the internal
controls used by Allied Aviation found that they appear to be adequately tracking the fuel
disbursements.

no’\ﬂ-"of(4
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APPENDIX A: Audit Snapshots FY15 First Quarter Report

Ninyo & Moore

Geotechnical and Environmental Service Consultants, Inc.
Report Number 15009, September 2014

Background

Ninyo & Moore Geotechnical and Environmental Service Consultants, Inc. (Ninyo & Moore) has
been an on-call contractor at the Authority since 2002. During the audit period of July 1, 2007,
to June 30, 2014, there were two (2) Agreements open for Ninyo & Moore, Agreement 800130
OB was for on-call material testing, special inspection, and geothermal services for the Facilities
Development Department (FDD) and the Environmental Affairs Department (Environmental).
The Agreement covered the period of January 15, 2007, through December 31, 2012. The
amount payable under the Agreement was not to exceed $3,500,000. In total, Ninyo & Moore
was reimbursed $766,543 under this Agreement during the audit period.

Agreement 800305 OB is for on-call material testing, special inspection, and geothermal
services for FDD. The Agreement covers the period of November 15, 2012, through
October 15, 2015. The amount payable under the Agreement is not to exceed $3,500,000.
Through July 31, 2014, Ninyo & Moore was reimbursed $1,452,054 under this Agreement.

All Agreements contain specified labor rates by labor type, rates for specific types of testing and
prices for entire projects billed by percentage of completion. This also includes approved Ninyo
& Moore sub-contractors and their rates. Ninyo & Moore invoices the Authority monthly based
on the contract pricing.

Audit Results

The audit found that the procedures to award both of the on-call agreements to Ninyo & Moore
were compliant with Authority Policy. For the Authority departments using Ninyo & Moore
services, adequate internal controls are followed. Audit work verified that items billed on sample
Ninyo & Moore invoices were delivered and verified as invoiced and that the invoices received
adequate review and the required authorization prior to their submission for payment.

.A’lﬂ;"SS
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~ SAN DIEGO COUNTY Item No.
REGIONAL AIRPORT AUTHORITY 9

STAFF REPORT

Meeting Date: DECEMBER 4, 2014

Subject:

Approve and Authorize the President/CEO to Execute a First Amendment to
the Pest Control and Remediation Services Agreement With Cartwright
Termite & Pest Control, Inc.

Recommendation:

Adopt Resolution No. 2014-0134, approving and authorizing the President/CEO to
execute a First Amendment to the Pest Control and Remediation Services Agreement
with Cartwright Termite & Pest Control, Inc., which revises and combines the pest
control and remediation services compensation language specified in Exhibit B,
Compensation & Payment Schedule, of the Agreement.

Background/Justification:

On July 11, 2013, the Board adopted Resolution 2013-0070 awarding an agreement to
Cartwright Termite & Pest Control, Inc. for provision of pest control and remediation
services at San Diego International Airport. The agreement is for an initial 3-year term,
expiring August 31, 2016, with an option for two (2) one-year extensions to be
exercised at the discretion of the President/CEO, for a total not-to-exceed compensation
of $2,800,000 for pest control services and $2,200,000 for remediation services.

First Amandmant Dagyest

Significant remediation progress has been made during the first 16 months of the
agreement. To date, approximately $2.17M of the $2.2M has been expended on
remediation. Although great gains have been realized through our partnership with the
contractor, there is still more work to be completed throughout the airport terminals
(T1, T2E, and T2W). As such, the $2.2M allocated for remediation services is
insufficient to complete the remaining work.

Remediation efforts have resulted in a reduction of pest control services. To date,
approximately $770k of the $2.8M allocated for pest control services has been
expended. Further cost reductions are anticipated as more areas are remediated and
the need for pest control services is reduced.
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Page 2 of 3

To ensure continued progress in our pest control and remediation efforts and to
maximize use of allocated funds, staff is recommending that the language in Exhibit B,
Compensation & Payment Schedule, of the Agreement be revised to combine pest
control services and remediation services as a single not-to-exceed amount of $5M
dollars.

Fiscal Impact:

Adequate funding for the pest control services agreement is included in the adopted FY
2015 and conceptually approved FY 2016 Operating Expense Budgets within the
Facilities Management Annual Repair and Service Contracts line item. The expense for
this contract that will impact budget years not yet adopted or approved by the Board
and 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 [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:

The Authority has the following inclusionary programs/policies: a Disadvantaged
Business Enterprise (DBE) Program, an Airport Concession Disadvantaged Business
Enterprise (ACDBE) Program, Policy 5.12 and Policy 5.14. These programs/policies are
intended to promote the inclusion of small, local, service disabled veteran owned,
historically underrepresented businesses and other business enterprises, on all
contracts. Only one of the programs/policies named above can be used in any single
contracting opportunity.
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This contract does not utilize federal funds and provides limited opportunities for sub-
contractor participation; therefore; at the option of the Authority, Policy 5.12 was
applied to promote the participation of qualified small businesses. Policy 5.12 provides a
preference of up to five percent (5%) to small businesses in the award of selected
Authority contracts. When bid price is the primary selection criteria, the maximum
amount of the preference cannot exceed $200,000. The preference is only applied in
measuring the bid. The final contract award is based on the amount of the original bid.

In accordance with Policy 5.12, the recommended firm, Cartwright Termite & Pest
Control, Inc. received a 5% small business preference under the prior preference
standard of $100,000.

Prepared by:

MURRAY J. BAUER
DIRECTOR, FACILITIES MANAGEMENT
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RESOLUTION NO. 2014-0134

A RESOLUTION OF THE BOARD OF THE
SAN DIEGO COUNTY REGIONAL AIRPORT
AUTHORITY APPROVING AND AUTHORIZING THE
PRESIDENT/CEO TO EXECUTE A FIRST
AMENDMENT TO THE PEST CONTROL AND
REMEDIATION SERVICES AGREEMENT WITH
CARTWRIGHT TERMITE & PEST CONTROL, INC.,
WHICH REVISES AND COMBINES THE PEST
CONTROL AND REMEDIATION  SERVICES
COMPENSATION LANGUAGE SPECIFIED IN
EXHIBIT B, COMPENSATION & PAYMENT
SCHEDULE, OF THE AGREEMENT

WHEREAS, on July 11, 2013, the Board adopted Resolution 2013-0070
awarding an agreement to Cartwright Termite & Pest Control, Inc. for provision of
pest control and remediation services at San Diego International Airport; and

WHEREAS, the agreement is for an initial 3-year term, expiring August 31,
2016, with an option for two (2) one-year extensions to be exercised at the
discretion of the President/CEOQ, for a total not-to-exceed compensation of
$2,800,000 for pest control services and $2,200,000 for remediation services;
and

WHEREAS, significant remediation progress has been made during the
first 16 months of the agreement with approximately $2,170,000 of the
$2,200,000 allocated for remediation services expended to date; and

WHEREAS, although great gains have been realized through partnership
with the contractor, there is still more work to be completed throughout the airport
terminals (T1, T2E, and T2W); and

WHEREAS, the $2,200,000 allocated for remediation services is
insufficient to complete the remaining work; and

WHEREAS, remediation efforts have resulted in a reduction of pest
control services with approximately $770,000 of the $2,800,000 allocated for pest
control expended to date; and

WHEREAS, further cost reductions in pest control services are anticipated

as more areas are remediated and the need for pest control services is reduced,;
and
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Resolution No. 2014-0134
Page 2 of 2

WHEREAS, to ensure continued progress in pest control and remediation
efforts and to maximize use of allocated funds, staff is recommending that the
language in Exhibit B, Compensation & Payment Schedule, of the Agreement be
revised to combine pest control services and remediation services as a single
not-to-exceed amount of $5,000,000 dollars.

NOW, THEREFORE, BE IT RESOLVED that the Board hereby approves
and authorizes the President/CEO to execute a First Amendment to the Pest
Control and Remediation Services Agreement with Cartwright Termite & Pest
Control, Inc., which revises and combines the pest control and remediation
services compensation language specified in Exhibit B, Compensation &
Payment Schedule, of the Agreement; and

BE IT FURTHER RESOLVED that the Authority and its officers,
employees, and agents hereby are authorized to do and perform all such acts as
may be necessary or appropriate in order to effectuate fully the foregoing; 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”) (Cal.
Pub. Res. Code § 21065); and is not a “development” as defined by the
California Coastal Act (Cal. Pub. Res. Code § 30106).

PASSED, ADOPTED, AND APPROVED by the Board of the San Diego
County Regional Airport Authority at a regular meeting this 4™ day of December,
2014, by the following vote:

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

ATTEST:

TONY R. RUSSELL

DIRECTOR, CORPORATE &

INFORMATION GOVERNANCE /

AUTE RITY 7" "RK
APPRO\"™™ £~ TO FORM:

BRE ION K. LOBNER
GENERAL COUNSEL

O
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Item N

10

Meeting Date. DECEMBER 4, 2014

Subject:
Grant an Easment for Electrical Equipment to San Diego Gas & Electric
Recommendation:

Adopt Resolution No. 2014-0135, authorizing the President/CEO to negotiate and
execute an easement for electrical equipment with San Diego Gas & Electric in support
of the Electrical Distribution System project.

Background/Justification:

The San Diego County Regional Airport Authority (“Authority”) is currently constructing
an Electrical Distribution System ("12kV System”) that is an Authority owned campus-
wide system that will allow the Authority the opportunity to purchase bulk electricity at
lower rates for its facilities.

A study was performed by the 12kV System design team and it was determined that
there was an excessive voltage drop on a feeder from a San Diego Gas & Electric
("SDG&E") circuit located on Airport property that would affect the performance of the
12kV System. The Authority requested SDG&E to review the issue and SDG&E agreed to
install a new capacitor bank on Airport property. The proposed type of equipment and
location will eliminate the concern raised in the study and SDG&E will pay all costs
associated with the installation of the equipment.

An easement (“Easement”) is proposed to be granted to SDG&E to cover the proposed
equipment and associated electrical line for the area depicted in “Exhibit A”. The
Easement covers approximately 605 square feet of Airport property and is necessary to
allow SDG&E the right to maintain, operate and repair the electrical equipment at its
cost, including any and all appurtenances thereto, together with the right of ingress and
egress along the Easement area.

The property covered by the Ibject Easement is leased by the Authority from the San
Diego Unified Port District ("Port”) under a Lease dated January 1, 2005 covering the
former Teledyne Ryan property (Authority Document No. LE-0286). The duration of the
term for the proposed Easement is coterminous with the term of the Authority’s Lease
from the Port which expires on December 31, 2068, and any extensions thereof. The
Easement may be terminated earlier pursuant to the provisions set forth in the General
Utility Purpose Easement document.

BuneT
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ITEM NO. 10

Page 2 of 2

Fiscal Impact:
The proposed Easement does not provide for monetary consideration to be paid to or by

the Authority and SDG&E will be responsible for the cost of installing the equipment
described above. Therefore, there is no direct fiscal impact.

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

Environmental Review:

A. California Environmental Quality Act: 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. Pub. Res. Code §21065.

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

Application of Inclusionary Policies:
Not Applicable
Prepared by:

SUSAN DIEKMAN, REAL ESTATE MANAGER
BUSINESS & FINANCIAL MANAGEMENT






RESOLUTION NO. 2014-0135

A RESOLUTION OF THE BOARD OF THE
SANDIEGO COUNTY REGIONAL AIRPORT
AUTHORITY AUTHORIZING THE PRESIDENT/CEO
TO NEGOTIATE AND EXECUTE AN EASEMENT
FOR ELECTRICAL EQUIPMENT WITH SAN DIEGO
GAS & ELECTRIC IN SUPPORT OF THE
ELECTRICAL DISTRIBUTION SYSTEM PROJECT

WHEREAS, the San Diego County Regional Airport Authority (“Authority”)
currently leases Airport property from the San Diego Unified Port District (“Port”)
pursuant to that certain Lease dated January 1, 2005 and bearing Authority
Document No. LE-0286; and

WHEREAS, paragraph 4 in said Lease specifies that Authority may, at its
own expense, make alterations or changes, or cause to be made, built, instailed,
or remove any structures, machines, appliances, utilities, signs, or other
improvements necessary or desirable for the authorized use of the Leased
Airport without the approval of the Port; and

WHEREAS, the Authority is currently constructing an Electrical
Distribution System (“12kV System”) that is an Authority owned campus-wide
electrical distribution system that will allow the Authority the opportunity to
purchase bulk electricity at lower rates for its facilities; and

WHEREAS, the 12kV System design team determined that there was an
excessive voltage drop on a feeder from SDG&E equipment located on Airport
property that would affect the performance of the 12kV System; and

WHEREAS, SDG&E agreed to install new equipment on Airport property
that would eliminate the problem of the excessive voltage drop at their cost; and

WHEREAS, an easement (“‘Easement”) is proposed to be granted to
SDGA&E to cover the proposed equipment and associated electrical line; and

WHEREAS, the proposed Easement is necessary to allow SDGE™ " »
rr~htto col ruct, reconstruct, maintain, o ate and »airtt electrice at
its cost, including any and all appurtenances thereto, together with the right to
ingress and egress along the Easement area.
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Resolution No. 2014-0135
Page 2 of 2

No N, THEREFORE, BE IT RESOLVED thattl Board hereby author :s
the President/CEO to negotiate and execute an easement for electrical
equipment with San Diego Gas & Electric in support of the Electrical Distribution
System project; and

BE IT FURTHER RESOLVED the Board finds 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 Pub. Res. Code
§21065; and under the California Coastal Act Review, this Board action is not a
“development” as defined by the California Coastal Act Pub. Res. Code Section
§30106.

PASSED, ADOPTED, AND APPROVED by the Board of the San Diego
County Regional Airport Authority at a regular meeting this 4™ day of December,
2014, by the following vote:

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

ATTEST:

TONY R. RUSSELL

DIRECTOR, CORPORATE &
INFORMATION GOVERNANCE /
AUTHORITY CLERK

APPROVED AS TO FORM:

E :=TON K. LOBNE
GENEF _ COUNSE™



~ SAN DIEGO COUNTY it No.
- REGIONAL AIRPORT AUTHORITY 11

STAFF REPORT

Meeting Date: DECEMBER 4, 2014

Subject:

Authorize the President/CEO to Consent to a Solar Services and Site Sublease
Agreement Between Landmark Aviation GSO-SAN, LLC and San Diego Spear
Point Solar I, LLC

Recommendation:

Adopt Resolution No. 2014-0136, authorizing the President/CEO to negotiate and
execute an agreement consenting to a Solar and Site Sublease Agreement between
Landmark Aviation GSO-SAN, LLC and San Diego Spear Point Solar I, LLC to allow the
installation and operation of solar panels and related improvements within the Landmark
Aviation GSO-SAN, LLC premises.

Background/Justification:

On February 9, 2012, the Board adopted Resolution 2012-0019 granting a 37-year lease
(the “Master Lease™) to Landmark Aviation GSO-SAN, LLC ("Landmark Aviation”) to
develop a full-service, corporate and general aviation Fixed Base Operator ("FBO")
facility on the north side of San Diego International Airport (“Airport”). The Master
Lease covers approximately 12.4 acres of land upon which Landmark Aviation is required
to design, finance, and construct a $39 million LEED Platinum certified facility. (The
location of the Landmark Aviation leasehold is as identified on the attached map
identified as Attachment A.) Landmark Aviation opened the first phase of its new facility
August 1, 2014, and is currently working to complete the final phases of work including
remaining portions of aircraft ramp. Additionally, as part of Landmark Aviation’s plan
and contractual requirement to achieve LEED Platinum certification for its development;
solar panels are proposed to be placed on the hangar roofs.

Landmark Aviation has negotiated a Solar Services Site Sublease Agreement (“Sublease”)
with San Diego Spear Point Solar I, LLC, ("Spear Point”) to provide and install solar
panels in exchange for a negotiated rate for the energy provided; sometimes referred to
as a Power Purchase Agreement. The term of the Sublease is proposed to be 25 years
and may be extended by Landmark Aviation and Spear Point; provided, however, in no
event shall the sublease term extend beyond the term of the Master Lease. All
construction, installation, maintenance and operation costs for the solar panels will be
funded by Landmark Aviation and/or Spear Point. All improvements will be within the
premises leased to Landmark Aviation by the Authority and no additional Authority
property is required.
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ITEM NO. 11

Page 2 of 2

Pursuant to Authority Policy 6.01, LEASING POLICY, Board approval is required for all
subleases with terms in excess of five (5) years.

Fiscal Impact:

The cost of the installation and maintenance of the proposed solar panels will be borne
by Landmark Aviation and/or Spear Point. Therefore, there is no financial impact to the
Authority.

Authority Strategies:

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

DX 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: 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:

ERIC PODNIEKS
REAL ESTATE MANAGER, BUSINESS & FINANCIAL MANAGEMENT

ooo215 . |






RESOLUTION NO. 2014-0136

A RESOLUTION OF THE BOARD OF THE
SANDIEGO COUNTY REGIONAL AIRPORT
AUTHORITY AUTHORIZING THE PRESIDENT/CEO
TO NEGOTIATE AND EXECUTE AN AGREEMENT
CONSENTING TO A SOLAR AND SITE SUBLEASE
AGREEMENT BETWEEN LANDMARK AVIATION
GSO-SAN, LLC AND SAN DIEGO SPEAR POINT
SOLAR |, LLC TO ALLOW THE INSTALLATION AND
OPERATION OF SOLAR PANELS AND RELATED
IMPROVEMENTS WITHIN THE LANDMARK
AVIATION GSO-SAN, LLC PREMISES

WHEREAS, on February 9, 2012, the Board adopted Resolution 2012-
0019 granting a 37-year lease (the “Master Lease”) to Landmark Aviation GSO-
SAN, LLC (“Landmark Aviation”) to develop a full-service, corporate and general
aviation Fixed Base Operator facility on the north side of San Diego International
Airport (*Airport”); and

WHEREAS, pursuant to the Master Lease granted by the Authority,
Landmark Aviation has a contractual requirement to achieve LEED Platinum
certification for its development; and

WHEREAS, Landmark Aviation has negotiated a Solar Services Site
Sublease Agreement (“Sublease”) with San Diego Spear Point Solar |, LLC,
(“Spear Point”) to provide and install solar panels in exchange for a negotiated
rate for the energy provided;

WHEREAS, the solar panels to be installed via the sublease is part of
Landmark Aviation’s efforts to achieve LEED Platinum certification; and

WHEREAS, the term of the Sublease is 25 years and may be extended by
Landmark Aviation and Spear Point; provided, however, in no event shall the
Sublease term extend beyond the term of the Master Lease; and

WHEREAS, pursuant to Authority Policy 6.01, LEASING POLICY, Board
approval is requi 1 for all agreements and sub ises with a term in excess of
five (5) years.

00002175. 3



Resolution No. 2014-0136
Page 2 of 2

NOW, THEREFORE, BE IT RESOLVED that the Board hereby authorizes
the President/CEO to negotiate and execute an agreement consenting to a Solar
and Site Sublease Agreement between Landmark Aviation GSO-SAN, LLC and
San Diego Spear Point Solar |, LLC to allow the installation and operation of
solar panels and related improvements within the Landmark Aviation GSO-SAN,
LLC premises; and

BE IT FURTHER RESOLVED the Board finds 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 a regular meeting this 4™ day of December,
2014, by the following vote:

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

ATTEST:

TONY R. RUSSELL

DIRECTOR, CORPORATE &
INFORMATION GOVERNANCE /
AUTHORITY CLERK

APPROVED AS TO FORM:

BRETON K. LOBNER
~=NERAL COUNSE™".
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San Diego Airport’s Energy Strategy """

Addressing the Ecology, Equity and Economics of the Airport’s Energy Usage

Staff Report Title:

Approve and Authorize the President/CEO to
Negotiate and Execute a Site Lease Agreement
and Solar Power Purchase Agreement to
Finance, Design, Install, Operate, and Maintain a
Solar Photovoltaic Generating System with
Lindberg Field Solar 2, LLC, at San Diego
International Airport

SDCRAA Board Meeting
December 4th, 2014

Presented by: Development & Finance



The Big Picture



California Energy, Utility, Policy & Regulation

Steve Larson — San Francisco

e Energy Policy & Regulation

e Liquefied Natural Gas Strategies
e Utility Policy & Regulation
e State Budgetary Issues

Career Highlights:

Executive Director, California Public
Utilities Commission

Executive Director, California Energy
Commission

President, Woodside Natural Gas of
California

Chief Deputy Director, California
Department of Finance

Chief Consultant, California Senate
Budget Committee

Chief Consultant, California Senate
Utilities and Transit Committee



The Strategy



The 3 E’s of Sustainable Development

5 Authority Strategies

‘ Operational

‘ Customer
‘ Community

Economics



Sustainable Energy Strategy




Airport’s Energy and Water Concerns

Decrease in regional energy resources

Limited water supply; water-energy nexus

Energy use major source of carbon print

Escalating energy rates
o 26% increase for 15t Quarter FY’15
» 22% projected annual increase FY’15



6,000,000

5,000,000

4,000,000

3,000,000

2,000,000

1,000,000

Airport’s Electricity Consumption

Direct correlation between energy
consumption and carbon emissions
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Pounds of Carbon (CO,e)

Airport’s Carbon Emissions Forecast
Carbon Emissions from Purchased Electricity

20,000,000 47,260,338
45,000,000 \‘
40,000,000 1
35,693,311 1

35,000,000 30,761,099 v
30,000,000 e L Ol o ey
25,000,000 Carbon Neutrality or capping emissions to our inventory base year
20,000,000 (2010) can be achieved by adding renewable energy sources, such as
15,000,000 solar, to our energy portfolio and increasing efficiencies in usage
10,000,000

5,000,000



2012 Greenhouse Gas Emissions Inventory

Airport Owned or Controlled Carbon Emission Sources
Construction

@ Low emissions vehicle Energy Usage

conversions

@ C & D recycling Up to 30% @ Energy efficiency and
. reduction conservation measures
Ground Serv. Equip. (GSE) with PV (LEED

@ Low emissions vehicle
conversions

Off-Airport Vehicles

@ Maximize use of
renewable energy

(Photovoltaics)

@ Low emissions vehicle
conversions

On-Airport Vehicles

—

@ Carbon Reduction
Strategies

@ Low emissions vehicle
conversions
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Energy Strategy Development
= Recommendations

Install airport-wide electrical microgrid system

Employ utility-grade supervisory control
& data acquisition system (SCADA)

Develop alternative energy resources such as
solar, cogeneration and fuel cells
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energy efficiency features
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Leadership in Energy and ;4;/ ~
Environmental Design (LEED) // & NN
D { N/ N
Terminal 2 Di tR,T)CT,VIn%& t f,: =
Expansion ISEEDULION. .G ILEL [5.?’? \\"z?“\‘%h
A7 \‘}Q}“;b{,;\
rgo Facili
Fixed Base
Dual-Level Operation
Roadway
Existing Building
Facilities
Manasement:

More Sustainable, Energy-Efficient Buildings



Remaining airport facilities

Terminals 1 and 2 receive
receive power from over 100
different meters from SDG&E

power from existing 12-kV
lateral distributions

Receiving and
Distribution Center

Future Rental Car Z.enter
"he Green Build

‘erminal 2 . \ Future Fixed-
xpansion Terminal Base Operat}.

Complex

Commuter
Terminal 1 Terminal

Parking Lot \ Commuter L . e Teledyne-Ryan

Terminal ~
: fu i - S
e !ltral Plant Q_ Parking Lot property: future airport

related development

w
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= electrical meters Harbor Dr.
m m m n= 12KV lateral distribution line

Existing Power Distriution System

| >100-Electrical Mete



Current State Issues:

Lack of comprehensive connectivity throughout airport

Lack of campus-wide power reliability or redundancy

10-15% power loss through lateral distribution system

Many industrial meters on campus = $5S$$




New Microgrid System | Campus-wide Energy Distribution

Supports connectivity to entire airport & facilities

Reduces electrical interruptions by rerouting power around loop

Capable of 30MW power distribution to support future growth

Enhances redundancy

Reduces number of electrical meters which reduced costs (>100->3)
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The Project



Solar Implementation Plan
Program History




Benefits of Power Purchase

Agreements (PPA)

PPA firm will own, design, install, operate, and
§_maintain solar PV generating system.

Power will be provided to Airport at fixed price
over a 20-year term

No capital is required by Airport to finance

system
. No PV maintenance required by Airport
<= - - Alrport only pays for power produced by PV
~ > — system
T — Cost of power is lower than utility rates today
*PPA approa'c'r:alf:;/s for pfov1der to and more so in future
monetize incentives and pass savings Excellent option for public entity to take

back to purchaser | advantage of tax incentives*



Proposed Solar Implementation Plan |

There are two solar PV locations associated with this project that will
generate a total of approximately 5.1 megawatts (160 million kWhs over 20-years)

@ Rooftop of RCC

@ Economy lot solar
carport structure



On rooftop of RCC
LSRR On custom structure
WUl to allow rental car
parking beneath



arport Structure

-

- . Typical carport ;. h

' ,pical T-structure carport - :
" o “T” : I‘ l’e T

®

| ve aisles re

-~

&

‘North Side
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Solar Implementation
North Side

PPA cost of solar power generated over 20 year
period, paid monthly @ $100K on average:

@ $22.3M at 100% energy production
@ $24.5M at 110% energy production

At the end of the Power Purchase Agreement:

@ System can be purchased by the Airport Authority
at fair market value

@ System can be removed at no cost to the Airport
Authority; or

@ Airport Authority can extend the Power Purchase
Agreement
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The Financials
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North Side - Power Generation Options



®North Side - Buy from SDG&E

SDG&E Rate and Costs Assumptions

BIFY 2016 - 10% rate increase, FY 2017
- 2035 - 3% annual rate increase

BISDGE&E costs over 20 years for the

same energy production as PV system
- $40.7 M

B Average Rate over 20 years -
$0.25/kWh

Energy costs (000's)

$60,000

$50,000

$40,000 -

$30,000 -

$20,000 -

$10,000 -

Total Cost: $40.7M

$/kWh - $0.25

Total SDG&E
Cost - $40.7M

$/kWh - $0.25

20 Yr - 160M kWh




@ North Side - Build & Operate Solar Photovoltaic System Ourselves

$60,000
" " Total Cost: $49.4M
Build & Operate Photovoltaic System $/kWh - $0.31
Ourselves Assumptions $50,000
SDG&E Costs &
Savings -
Build & Operate Costs S$S34.7 M oo $14.6M
7 $/kWh - $0.09
Additional SDG&E g
Costs & Savings t 514'6 M ‘g $30,000 -
)
Total Build & Operate . 2 o
— = -$34.7M
Costs over 20 years 549'4 M $20,000 -
S/kWh - $0.22
*Due to Rounding
$10,000 -
Average rate over 20 years = $0.31/kWh
$-
20 Yr - 160M kWh




®North Side - Photovoltaic Power Purchase Agreement

Photovoltaic PPA Assumptions

Power Purchase

Agreement Costs $22.3 M
Additional SDG&E
Costs & Savings +514.6 M
Total PPA Costs over ~$36.9 M*

20 years

*Due to Rounding

Average Rate over 20 years - $0.23/kWh

Energy costs (000's)

$60,000

$50,000

$40,000

$30,000 -

$20,000 -

$10,000 -

Total Cost: $36.9M

$/kWh - $0.23

SDG&E Costs
&
Savings - $14.6M

$/kWh - $0.09

PPA - $22.3M

$/kWh - $0.14

20 Yr - 160M kWh




Energy costs (000's)

$60,000

$50,000

$40,000

$30,000

$20,000

$10,000

North Side - Power Generation Options

PV with PPA

SDG&E No PV

Authority Build
& Operate PV

Total Cost: $40.7M
S$/kWh - $0.25

Total Cost: $49.4M
S/kWh - $0.31

Total Cost: $36.9M

$/kWh - $0.23

SDG&E

Cost - $40.7M

$/kWh - $0.25

20 Yr - 160M kWh

SDG&E Costs
&
Savings - $14.6M

$/kWh - $0.09

SDG&E Costs
&

Build - $34.7M

$/kWh - $0.09

$/kWh - $0.22

PPA - $22.3M

$/kWh - $0.14

20 Yr - 160M kWh

Savings / (Loss) vs. SDG&E — ($8.6M)

NPV

- (54.4M)

20 Yr - 160M kWh

Savings - $14.6M

Savings / (Loss) vs. SDG&E — $3.8M

NPV

- $1.8M



The Recommendation



North Side - Power Generation Options

® ©)

No PV Solar PV Solar
Buy All Power Through Power
From SDG&E Purchase

Agreement (PPA)
Carbon Emissions Carbon Emissions Carbon Emissions
Reductions Reductions Reductions
NO YES YES

Cost Savings Cost Savings Cost Savings
NO NO YES




Borrego Solar Systems, Inc. - Recommended Firm

@ Borrego Solar Systems, Inc.
B Solar Developer
® Founded in 1980 and headquartered in San Diego
® 112 total employees
® 25 employees in San Diego Office, 23 live in County
® Over 250 commercial installations nationwide
® Over 140 megawatts of capacity installed nationwide, 9.9
megawatts installed in San Diego County

B Responsible for design, construction, operations & maintenance
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Borrego Solar Systems, Inc. - Recommended Firm

@ Recent Public Sector Installations:

B University of California, San Diego
® Completed in 2008 and 2009
® 1.2 MW over 6 Sites
® Financed via PPA

B San Diego Community College District
® Completed in 2010 and 2011
® 2.8 MW over 8 Sites
® Financed via PPA

Bl San Diego County Water Authority
® Completed in 2011
® 1.7 MW over 3 Sites
® Financed via PPA
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Borrego Solar Systems, Inc. - Recommended Firm

@ Lindberg Field Solar 2, LLC
B Entity signing PPA with Airport Authority

B Will be created specifically to carry out this proposed solar PV
project at the Airport

B Critical to Borrego Solar’s ability to finance the project
B Limited Liability Company can own the facility which qualifies

for the tax credit, generate the credit and pass through to
multiple owners

34



1)

Recommendation

Approve and authorize the President/CEO to
negotiate and execute:

A site lease agreement with Lindberg Field Solar 2, LLC, for the
development and installation of a solar photovoltaic (“PV”)
generating system, for a maximum term of 20 years; and

A solar power purchase agreement with Lindberg Field Solar 2, LLC,
to finance, design, install, operate, and maintain the solar PV
generating system for an amount not-to-exceed $24,500,000 and a
maximum term limit of 20 years, at San Diego International Airport.
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Item 13

2015 Legislative
Agenda

Presented by: Michael Kulis,
Director, Inter-Governmental
Relations

December 4, 2014



2014 California Election Results

* Bucked the National Trend/Republican Wave
 Governor Brown — 4th and Final Term

* One New San Diego Legislator — Senator Patricia
Bates (San Diego and Orange County)

 All Other Delegation Members Remain the Same

 Democrats — Majority in both Chambers but no
Supermajority

 Assembly and Senate Leaders both from
Southern California



2014 State Legislative Review

AB 2471 (Frazier) Public Contracts: change orders

» Would have established a 60-day limit for required public entities
issuing change orders

» Public entities not meeting requirements would have been financial
liable

» The author decided not to pursue the bill following
amendments

SB 1350 (Lara) Baby diaper changing accommodations

» Would have mandated a minimum of one baby diaper changing

accommodation in new or renovated restrooms that are open to the
public.

» The bill was vetoed on 9/19/14



2014 State Legislative Review

AB 616 (Roth/Fuller) California Aid to Airports Program
» Sponsored by California Airports Council

» Would have provided Caltrans flexibility on awarding grants to airports
to match federal Airport Improvement Program funds

» The bill died on Senate Unfinished Business file

AB 612 (Nazarian) Transportation Network Companies: operating
requirements

» Would have required all charter party to enroll in the DMV Employer
Pull Notice Program, participate in a DOJ background check, and
participate in a drug testing program.

» The bill failed passage in the Legislature



2014 State Legislative Review

AB 2293 (Bonilla) Transportation Network Companies: insurance
coverage

» Establishes insurance coverage requirements for TNCs, beginning July 1,
2015

» The bill was signed into law on 9/17/14

AB 1787 (Lowenthal) Commercial Operations: lactation accommodation

» Requires California’s major commercial airports to provide separate
post-security rooms at each airport terminal for use by nursing mothers

» SAN’s Terminal 1 and the Commuter Terminal were exempted
» The bill was signed into law on 9/26/14



2014 State Legislative Review

AB 1598 (Rodriguez) Emergency Response Services: active shooter
incidents

» Requires first responders to take several specific actions to improve
collaboration between agencies responsible for responding to active
shooter incidents.

» The bill was signed into law on 9/27/14

AB 2516 (Gordon) Sea Level Rise Planning: database

» Requires the creation and maintenance of a Planning for Sea Level Rise
Database on the internet.

» The bill was signed into law on 4/3/14



2014 State Legislative Review

SB 1204 (Lara/Pavley) California Clean Truck, Bus and Off-Road Vehicle
and Equipment Program

» Funds zero- and near-zero emissions related truck, bus, off-road vehicle
and equipment projects, funded from cap-and-trade revenues

» Preference given to projects in disadvantaged communities
» Signed into law on 9/21/14

SB 985 (Pavley) Stormwater Resource Planning

» Requires jurisdictions opting to develop a stormwater resource plan to

identify opportunities to use existing publicly-owned lands to capture
and reuse stormwater

» Signed into law on 9/25/14



2015 Major State Issues and Legacy

* Climate Policy
* Infrastructure Investment
* High Speed Rail
* Water
 Funding for Social Programs
* Education



State Legislature Support of FAA Reauthorization Bill
and PFC Modernization

Transportation Network Company Operations
Caltrans Aeronautics Funding/Grant Program
Energy Use Reductions/”Green” Energy
Cap-and-Trade Grants

Water Supply Management

High-Speed Rail



2014 National Election Results

e November Election - Loss for the President and
Administration Policy Initiatives

e GOP Won Control of the Senate

e GOP Increased Majority in the House

 All 5San Diego Delegation Members Reelected
* Losses Impact Committee Leadership

 Wins allow GOP to Challenge President

e “Tug-of-War” Between Mainstream GOP and Tea
Party

e GOP “Mandate” — From 36% Voter Turn Out



Committee Leadership

e Bill Shuster (PA) — Chairman of Transportation &
Infrastructure Committee

* Loss by Nick Rahall (WV) — Ensures New T&l
Ranking Member

e Committee to Consider Transportation
Reauthorization and FAA Reauthorization Bills
 Possible December 6th Loss for Mary Landrieu (LA)

e Member of Homeland Security Committee

e Chair of Homeland Security Appropriations
Subcommittee



113th Congress — Least Amount of Bills Enacted Since
1948’s “Do-Nothing” Congress

No Fiscal Year 2015 Appropriations Bills Passed
2 Competing Airline Ticket Disclosure Bills Introduced
* H.R. 4156 (Shuster) & S.2290 (Menendez)
Voters’ Message to Congress:
“Priority Should Be to Fix Yourself”



Funding the Government Beyond December 11, 2014
*  Omnibus FY 2015 Bill

* Continuing Resolution

Omnibus/Continuing Resolution Hybrid

Funding for Ebola, ISIS, Border Security

Tax Extender Bill

Immigration Reform

Terrorism Risk Insurance Act

Presidential Nominations



Surface Transportation and FAA Reauthorization Bills
 Passenger Facility Charge

* Airport Improvement Program Funding

 DCA Slot Pairings

NextGen Funding

Transportation Network Company Regulation/Legislation
Customs and Border Protection Funding/Staffing

TSA Exit Lane Staffing



Questions?









Item 14

Definition and Preference for
Local Business Enterprises
and a Domestic Partners
Equal Benefits Contracting
Policy

Jana Vargas, Director, Procurement
Sonia Cruz, Program Manager, Small Business Development
December 4, 2014



Outline

Policy 5.14, Small Business, Local Business
and Service Disabled Veteran Owned
Small Business (SDVOSB) Goal and
Preference Program

Policy 5.13, Local Business Opportunities
Domestic Partner Equal Benefits
Discussion



Policy 5.14

Small Business, Local
Business and SDVOSB Goal
& Preference Program




Definition

Preferences are Received based on the Achievement of Goals
Established for Small, Local and Service Disabled Veteran Owned
Small Business (SDVOSB)



Policy
M EWAR

Reviewed Current Active Contracts:
Contracts Greater Than $100,000
Excluded Art Program, Legal Services, Sole

Source, Federally Funded & Cooperative
Purchases (per Policy 5.04)



Policy Analysis

88%

Current Local Participation is at 88%

—_

=



Policy 5.14 Impact

Per Board direction, we reviewed the impact of applying the local
goal and preference to ALL solicitations eligible for a preference
under Policy 5.14

Based on the last two years of data, if Policy 5.14 was applied with
a local preference 100% of the time, there would have been no
difference in contract awards or financial impact



Policy 5.13

Local Business Opportunities




Definition

A “Local Business” must meet all of the following criteria:

(a) Have a valid business certificate issued by San Diego County, or a valid
business license issued by a city within San Diego County, and

(b) Twenty-five percent (25%) of the workforce based in the local office must
reside in San Diego County; and

(c) Be headquartered or have a physical commercial address located within the
limits of San Diego County for a minimum of 6 months prior to the release of a
solicitation for which a business responds as a local business participant.



Reviewed Contracts Awarded from July 2012 —
June 2014

— Contracts Greater Than $100,000

— Excluded Art Program, Legal Services, Sole
Source, Federally Funded & Cooperative
Purchases (per Policy 5.04)




Policy 5.13 Impact

If the definition of a local business would have required 50% of the
workforce based in the local office to reside in San Diego County,
there would have been no difference in contract awards or financial
impact i.e., all winning bidders would have still qualified as local
businesses

11



Domestic Partner
Equal Benefits
Contracting
Policy




Definition

An equal benefits policy would require third parties
contracting with the Authority to have an employee benefit
program that provides equal employee benefits to the
domestic partners of their employees in the same manner
and to the same extent as the benefits provided to the
married spouses of their employees.
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-

More than sixteen state and local jurisdictions
in the U.S. have enacted equal benefits
ordinances (“EBOs”)

Public entities in California that have adopted
equal benefits contracting ordinances
include:

State of California
County of San Mateo

Los Angeles
San Francisco
San Diego
Oakland
Santa Monica
Long Beach
Berkeley



Legal Challenges

Prior to 2006, Equal Benefits
Ordinances (EBO) have been
challenged in court six times
in four jurisdictions.

Three decisions concluded
that ERISA preempt
provisions provided by an
EBO.

ERISA benefits include
pension, health and
retirement benefits.

15




Discussion




	Agenda - December 4, 2014 Board Meeting
	Item A  - Presentation of the Certificate of Achievement for Excellence in Financial Reporting for FY Ended  June 30, 2013
	Item B - Presentation from BKD, LLP External Auditor, Regarding External Auditor's FY Ended June 30, 2014, Reports
	Item 01 - Approval of Minutes
	Item 02 - Board Member Written Reports
	Item 03 - Awarded Contracts and Approved Change Orders
	Item 04 - Amend Policy 5.12  and Policy 5.14
	Item 05 - Approve the Proposed Master Calendar (Revised)
	Item 06 - External Auditor's Reports
	Attachment A - Financial Statement
	Attachment B - Single Audit Reports
	Attachment C - Passenger Facility Charge Compliance Report
	Attachment D - Customer Facility Charge Compliance Report
	Attachment E - Report to the Audit Committee

	Item 07 - CAFR
	Item 08 - Quarterly Audit Activities Report FY2015  First Qtr.
	Item 09 - Execute First Amendment to Pest Control Agreement with Cartwright Termite & Pest Control, Inc.
	Item 10 - Grant an Easement for Electrical Equipment to SDG&E
	Item 11 - Consent to a Solar Services and Site Sublease Agreement Between Landmark Aviation GSO-SAN and San Diego Spear Point Solar I
	Item 12 - Execute a Agreements for a Solar Photovoltaic Generating System with Lindberg Solar 2, LLC at SDIA
	Item 13 - December 2014 Legislative Report and 2015 Legislative Agenda
	Item 14 - Discussion Regarding Definition and Preference for Local Business Enterprises & Equal Benefits Contracting Policy



