








enhance the quality of life for downtown residents. The new Broadway Pier Cruise Terminal will
enable the Port to accommodate future cruise business growth, providing a strong economic boost to
the region. The budget includes added staff resources to help bring new tenant development projects
to fruition like a new 800 room hotel at Lane Field and a new 1,500 to 2,000 room hotel on the Chula
Vista bayfront. The budget also includes increased spending for maintenance of the Port’s
infrastructure to protect existing revenue streams, increased spending on projects that enhance access
for those with disabilities, and environmental projects like a new clean air and sustainability plan.

In summary, it is our objective to help mitigate the current regional economic slowdown by
providing added fiscal stimulus now, and in the years ahead.

BUDGET OVERVIEW
The Port of San Diego is a very dynamic enterprise and subject to a variety of external influences.
To successfully meet the new challenges that constantly arise, exceptional flexibility, teamwork, and
creativity are required. We view the resource allocation included within the FY 08/09 Budget as a
testament to the Port’s flexibility, teamwork, and creativity.

The following table provides a summary of the Port’s revenues and expenditures for FY 08/09:

ACTUAL AMENDED
RESULTS BUDGET BUDGET %
In Thousands FY 06/07 FY 07/08 FY 08/09 INCREASE

Operating Revenue 133,720,838 137,891,300 138,284,200 0.3%

$ $ $
Non-Operating (excluding Capital Grants) $ 29,849,189 | $ 7,037,700 | $ 8,027,400 14.1%
Sub-total Revenue $ 163,570,027 | $ 144,929,000 [ $ 146,311,600 1.0%
Grants - Capital Project Reimbursement $ 9,973,035 | $ 9,437,000 [ $ 4,913,000 -47.9%
Total Revenue $ 173,543,062 | $ 154,366,000 | $ 151,224,600 -2.0%
Operating Expense $ 105,041,404 | $ 120,590,100 | $ 131,850,000 9.3%
Non-Operating $ 12,826,902 |$ 10,750,900 | $ 9,681,400 -9.9%
Total Expense $ 117,868,306 | $ 131,341,000 [ $ 141,531,400 7.8%
Equipment Outlay $ 1,072,105 | $ 2,045000 [ $ 1,529,400 -25.2%
Capital Outlay $ 24,951,261 |% 33,593,000 ($ 26,407,000 -21.4%
Capital Major Maintenance Projects $ -[$ 7,112,000 | $ 10,034,200 41.1%
Public Art Projects $ 450,827 | $ 1,033,100 | $ 218,900 -78.8%
Debt Service (Principal Only) $ 3,799,892 | $ 5,723,500 | $ 5,533,300 -3.3%
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THE BUDGET IN BRIEF
FY 08/09 BUDGET
OVERVIEW OF REVENUES & REQUIREMENTS

ACTUAL AMENDED INCREASE
RESULTS BUDGET BUDGET FY 08/09-07/08 %
FY 06/07 FY 07/08 FY 08/09 BUDGET INCREASE
Oper ating Revenue
Maritime Division $ 37,750,168 42,243900 $ 41,061,700 $ (1,182,200) -2.8%
Real Estate Division 82,806,941 81,835,000 82,553,000 718,000 0.9%
Harbor Police Department 11,406,148 11,850,600 12,477,700 627,100 5.3%
Environmental Services Department 155,128 160,000 400,000 240,000 150.0%
Miscellaneous 1,602,453 1,801,800 1,791,800 (10,000) -0.6%
Total Operating Revenue $ 133,720,838 137,891,300 $ 138,284,200 $ 392,900 0.3%
Oper ating Expense
Salaries & Wages 42,430,837 43,886,601 45,265,300 1,378,699 3.1%
Burden 21,138,075 20,078,699 20,967,900 889,201 4.4%
Non-Personnel Expense 43,848,403 58,163,100 67,758,800 9,595,700 16.5%
Less: Capitalized Expense (2,375,911) (1,538,300) (2,142,000) (603,700) 39.2%
Total Operating Expense $ 105,041,404 120,590,100 $ 131,850,000 $ 11,259,900 9.3%
Income (L oss) from Operations $ 28,679,434 17,301,200 $ 6,434,200 $ (10,867,000) -62.8%
Non-Operating Revenue
Grants - Capital Project Reimbursement 9,973,035 9,437,000 4,913,000 (4,524,000) -47.9%
Car Rental Transaction Fee 766,566 - - - -
Terminal Special Facility Fee 1,586,364 3,336,700 2,879,400 (457,300) -13.7%
Investment Revenue 8,760,013 5,074,000 5,983,000 909,000 17.9%
Other 18,736,246 (1,373,000) (835,000) 538,000 -39.2%
Total Non-Operating Revenue $ 39,822,224 16,474,700 $ 12,940,400 $ (3,534,300) -21.5%
Non-Operating Expense
Financial Assistance 7,547,061 5,825,000 4,879,800 (945,200) -16.2%
Miscellaneous Interest Expense 4,923,159 4,823,800 4,701,600 (122,200) -2.5%
Other Miscellaneous Expense 356,682 102,100 100,000 (2,100) -2.1%
Total Non-Operating Expense $ 12,826,902 10,750,900 $ 9,681,400 $ (1,069,500) -9.9%
Total Revenue $ 173,543,062 154,366,000 $ 151,224,600 $ (3,141,400) -2.0%
Total Expense $ 117,868,306 131,341,000 $ 141,531,400 $ 10,190,400 7.8%
NET GAIN/TRANSFER TO CAPITAL
PLAN BEFORE EQUIPMENT
OUTLAY AND DEBT SERVICE
PRINCIPAL $ 55,674,756 23,025,000 $ 9,693,200 $  (13,331,800) -57.9%
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THE BUDGET IN BRIEF
FY 08/09 BUDGET

OVERVIEW OF CAPITAL FUNDING & REQUIREMENTS

ACTUAL AMENDED INCREASE
RESULTS BUDGET BUDGET FY 08/09-07/08 %
FY 06/07 FY 07/08 FY 08/09 BUDGET INCREASE
SOURCES OF FUNDS
Transfer to Capital Plan before Equipment
Outlay and Debt Service Principal 55,674,756 23,025,000 9,693,200 (13,331,800) -57.9%
Bond Proceeds - - - - -
TOTAL FUNDING SOURCES 55,674,756 $ 23,025,000 $ 9,693,200 $ (13,331,800) -57.9%
CAPITAL REQUIREMENTS
Capital Outlay 24,951,261 33,593,000 26,407,000 (7,186,000) -21.4%
Capital Major Maintenance Projects - 7,112,000 10,034,200 2,922,200 41.1%
Public Art Projects 450,827 1,033,100 218,900 (814,200) -78.8%
Equipment Outlay 1,072,105 2,045,000 1,529,400 (515,600) -25.2%
Debt Service (Principal Only) 3,799,892 5,723,500 5,533,300 (190,200) -3.3%
TOTAL CAPITAL REQUIREMENTS 30,274,085 $ 49,506,600 $ 43,722,800 $ (5,783,800) -11.7%
Sur plus/(Deficit) to/(from) Reserves 25,400,671 $  (26,481,600) $ (34,029,600) $ (7,548,000) 28.5%
Final Budget FY 08/09 Section 1 San Diego Unified Port District
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GOALS

In preparing the FY 08/09 budget, resources were
allocated based on priorities related to the Port’s
strategic plan, known as COMPASS. The
COMPASS Strategic Plan was renewed in 2005 to
focus activities for FY 2007 — 2011. The Port has the
following seven strategic goals, which are listed in no
order of priority:

e Promote the Port’s maritime industries to
stimulate regional economic vitality.

e Enhance and sustain a dynamic and diverse
waterfront.

e Protect and improve the environmental
conditions of San Diego Bay and the
Tidelands.

e Ensure a safe and secure environment for
people, property, and cargo.

e Develop and maintain a high level of public
understanding that builds confidence and trust
in the Port.

e Develop a high-performing organization
through alignment of people, process and
systems.

e Strengthen the Port’s financial performance.

In addition, Departments and Divisions have
adopted individual mission  statements and
objectives, which are presented in the budget
sections of each Department.

Final Budget FY 08/09
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STRATEGIC OBJECTIVESFY 2007 - 2011

GOAL

OBJECTIVES

Promotethe Port’s maritime
industriesto stimulate regional
economic vitality.

Enhance the regional movement of goods.

Pursue new business opportunities in the cargo (bulk, break-
bulk), container and automobile shipping markets.

Increase the capacity and volume of cruise ship business.
Preserve and enhance industrial land uses and activities.

Enhance and sustain a dynamic
and diver se water front.

Develop and maintain Port infrastructure to support businesses
and economic activities.

Facilitate new development and redevelopment opportunities.
Attract San Diegans and visitors through opportunities for
public recreation, enjoyment of and access to the Tidelands.

Protect and improvethe
environmental conditions of San
Diego Bay and the Tidelands.

Increase the involvement of Port staff and the public in the
protection of San Diego Bay and its natural resources.
Proactively promote innovative programs to address specific
environmental issues.

Ensure a safeand secure
environment for people, property,
and cargo.

Reinforce a coordinated security and public safety program for
all Port operations, assets and information exchange.
Collaborate with regional stakeholders to provide an integrated,
regional approach to security issues.

Develop and maintain a high level
of public under standing that
builds confidence and trust in the
Port.

Deliver customer-focused services in an effective, timely and
courteous manner.

Create and sustain positive relationships with stakeholders and
the community at large.

Participate visibly and collaboratively with communities in the
region.

Develop a high-performing
organization through alignment of
people, process, and systems.

Recruit, develop and retain a highly skilled, diverse workforce.
Encourage an organizational culture of learning and growth.
Continuously evaluate and improve business systems and
processes.

Retain the intellectual assets and corporate knowledge.

Strengthen the Port’ sfinancial
performance.

Maintain the Port’s financial stability.
Diversify the Port’s revenue base.
Control costs.

The Port has identified strategic action items for each objective to ensure programs and projects are funded
and developed to achieve our strategic goals. Action items are reprioritized annually in alignment with the

budgeting process.

Final Budget FY 08/09
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| SSUES

The budget reflects a myriad of projects,
challenges, and opportunities that face the Port
over the next several years. Below are some of
the key issues.

Revenue Enhancement: The Port will continue to
aggressively pursue entitlements for development or
redevelopment of Port Tidelands.

The Real Estate Department currently manages 318
direct tenant agreements and 217 subtenant
agreements which provide revenue to the Port.
Current development and redevelopment projects
include:

e The 1,200-room Hilton Convention Center Hotel
is scheduled to open by the end of 2008.

e An option for two new hotel projects on Lane
Field — a 550-room Intercontinental Hotel and a
250-room Woodfin Suites Hotel has been
awarded.

e The Wharf retail and marina project on
America’s Cup Harbor is under construction.

e Advanced negotiations are continuing for the
proposed redevelopment of the Old Police
Headquarters.

e Cruise Ship Terminal multiple-use project is in
initial negotiations.

e The proposed development of 1,500 - 2000 room
Gaylord Entertainment hotel and conference
center on the Chula Vista Bayfront is in lease
negotiations and environmental review.

e The proposed redevelopment of Marina Cortez
to include a Woodfin Suites Hotel is in the
California Environmental Quality Act (CEQA)
process.

e Sunroad Asset Management has proposed two
projects on east Harbor Island—the addition of a
new 600-room hotel on its existing marina site,
and reopening the former Reuben E. Lee
restaurant next to Island Prime restaurant.

o Holiday Inn Bayside is expanding with the
addition of a new tower containing 60
guestrooms and additional banquet space.

e Atlas Kona Kai is adding 158 rooms to the
Shelter Pointe Hotel.

o Bartell Hotels is renovating the former Kona Inn
into a Hilton Garden Suites and is adding 42
rooms.

The Maritime Operations and Properties
Department facilitates the growth of maritime
commerce and industry. The Operations staff
manages the marine terminal berth assignments,
space assignments, and Maritime Transportation
Security Act in support of cargo operations at two
maritime cargo terminals and passenger operations at

Final Budget FY 08/09 Section 1

the cruise ship terminal. The Department manages
land facility assets including marine industrial
properties, acquires new properties, plans facility
development for new and long-range business, and
leases Port and upland properties to accommodate
cargo and cruise ship business, in support of Port
goals.  Current Maritime programs, developments
and projects include the following:

e Continued implementation of the Maritime
Business Plan including capacity analysis,
coordination with federal agencies to enhance
National City Marine Terminal (NCMT), and
coordination with National City for a Tidelands
and adjoining areas plan.

o Development of a new Broadway Pier Cruise
Ship Terminal, funded from a Special Facility
Fee of $4.00 per passenger, to encourage and
facilitate the growth of the passenger cruise
vessel trade at the Port.

o Redevelopment of the B Street Pier with new
terminal facilities, in partnership with Carnival,
will continue for the future.

o Development of a long-term strategy for the
location and operation of Harbor Excursion
business will commence along with a Cruise
Ship Terminal long-term parking strategy.

e Coordination with the City of National City will
continue for the construction of an Aquatic
Center at Pepper Park.

e Continued assistance in development of a Clean
Air Plan for Port-related operations to be
incorporated as a part of the Clean Port Plan.

e Development of a Transition Zone strategy for
marine cargo terminals and industrial waterfront
activities.

e Continued emphasis on programs and measures
to provide safe and secure marine terminal
facilities and meet seaport security requirements.
This will include carrying out facility security
plan responsibilities, implementation of the
Transportation Workers Identity Card (TWIC),
24-hour per day monitoring of security
surveillance equipment from the Joint Maritime
Operations Center, active participation in Port
and area security planning initiatives with other
San Diego Bay and area stakeholders, and the
continuation of security screening of cruise ship
passengers, luggage, and ships supplies via a
Port security services contract, with costs passed
through to the cruise lines.

Maritime Trade Development Department’s focus
for FY 08/09 will be to develop and begin
implementation of a trade development strategy
based on the results of the 2007 Maritime Business
Plan Update. The Department will also focus on
customer retention programs, including joint
marketing/sales projects with existing tenants and
customers. As cargo business has more than tripled in

San Diego Unified Port District



the last decade, so have the number of relevant cargo
interests that have to be serviced and nurtured.

The Marketing Department will work to expand its
branding program for San Diego Bay, the Big Bay,
and to increase the number of visitors who utilize the
Big Bay businesses for pre or post cruise vacation
stays. Continued focus will be on the cruise industry
to retain cruise ship calls in San Diego thereby
increasing the economic benefit to the region while
working to secure public/private financing to expand
the cruise ship facility. The Marketing Department
will also continue to work cooperatively with the San
Diego Port Tenants Association to market water
dependent and tourist related businesses. It will also
maximize the investment in the Port’s marketing
sponsorship and Fee-For-Service program and create
greater public awareness of the Port's green port
program and its economic contributions to the region.

The Communications and Governmental Affairs
Department will continue outreach with the Port’s
five member cities and stakeholder communities on
key development projects as well as major
infrastructure enhancements. A central focus will be
on initiatives that support the Port’s role as
environmental steward and economic engine. These
include the Environmental Department’s
Sustainability Policy and Clean Air Program,
implementation of the Maritime Business Plan and
preservation of the Working Waterfront. The
Department will continue to work cooperatively with
the neighbors of the Port’s maritime cargo facilities
on land use and quality of life issues and will
continue to educate our stakeholders about the Port
and its tenants through tours, presentations and
speaking engagements. The Department will work to
secure funding for transportation and goods
movement enhancements and reach out to local, state
and national policy makers on all issues impacting
the Port Tidelands.

The Harbor Police Department is actively
pursuing financial grants from outside sources for
Homeland Security activities, projects, and non-
personnel expenses.

Environmental Services Department will focus on
several strategic initiatives during FY 08/09 through
a number of projects designed to enhance the natural
resources of San Diego Bay which include:

e Continue implementation of a strategy to gain
support for an approach to the management of
copper in bottom paints to be applied uniformly
throughout California.

e Explore opportunities for reducing air emissions,
such as cold ironing (shore side power for
berthed vessels) through the use of alternative

Final Budget FY 08/09 Section 1

fuels and vehicles, and the retrofitting of diesel
engines.

e Continue development of a sustainability
program to be applied to all Port operations and
activities which will reduce impacts on water and
air quality, as well as reduce water and energy
demands.

e Implement projects recommended by the
Environmental Committee, which are "beyond
compliance and beyond mitigation.” To date, the
Board of Port Commissioners has approved 31
projects and six contingency projects.

e Continue the environmental education program
for grades K — 6 in an effort to educate students
regarding the importance of protecting our
environment.

e Work with the U.S. Navy updating the Integrated
Natural Resources Management Plan, to manage
the Bay's natural resources.

e The staff will continue to work with various
tenants, contractors, and on Port construction
projects to assist them in complying with
environmental laws and regulations including the
new "municipal storm water permit.”

The Land Use Planning Department’s primary
focus will be to continue to improve its coordination
and positive relationships with internal and external
stakeholders on key projects, in order to facilitate
timely completion of the master planning, California
Environmental Quality Act (CEQA), and Coastal Act
processes. Such key projects include:

e Completion of the CEQA and Port Master Plan
Amendment processes for the Chula Vista
Bayfront Master Plan.

e Completion of the CEQA and Coastal Act
processes for wvarious Port and tenant
development projects in areas such as Harbor
Island, Shelter Island, and the North and South
Embarcadero.

Port-wide Information Systems: The Port's strategy
for Information Technology (IT) systems will focus
on improving business operations through leveraging
existing technologies. Enterprise efforts will include
regulatory compliance of e-mail retention,
overarching Law Enforcement Homeland Security,
and Geographical Information System (GIS) to aid in
Tidelands public safety and maritime security. The
GIS system will also serve as a foundation for the
informational and data needs of Departments across
the District. The IT Department will assist with
internal Homeland Security efforts and planning.

Strategic Management Services. In order to align
the organization systems with the COMPASS
strategy, Strategic Management is focused on several
quality initiatives this year:

San Diego Unified Port District



e The Port’s COMPASS Strategic Plan FY 2007 -
2011 continues to provide opportunities for
greater organizational focus, discipline and
execution.

e The Port’s COMPASS Strategic Plan was
revised for FY 08/09. This plan guides the Port
with seven strategic goals focused on balancing
the Port's role and seeking revenue enhancement
opportunities in our real estate and maritime
businesses while enhancing our contribution to
the San Diego region.

e The Department will formalize methodology to
assist Port Departments in improvement of
business processes.

e The Business System Center will be focusing on
the technical upgrade of SAP from 4.6¢ to 6.0c
and development of an SAP training program to
better serve end users.

Economic Outlook: The economic activity
experienced over the past twelve months was
considerably slower than the prior economic forecast.
The economy, as measured by Gross Domestic
Product (GDP), was relatively strong in the second
and third quarters of Calendar Year 2007 and tapered
down significantly through the last quarter of 2007
and first quarter of 2008. The current unemployment
rate is slightly higher than was forecasted, and
consumer spending has been relatively stable. The
most notable exceptions to the forecast, however, is a

significant economic contraction, which many
economists are indicating may result in a recession,
and, the current level of short-term interest rates. The
economic slowdown is expected to be deeper and the
recovery weaker than forecasted. Short-term interest
rates, which are controlled by the Federal Open
Market Committee and are measured by the Federal
Funds target rate, are two percentage points lower
than previously forecasted. While short-term interest
rates were expected to decrease slightly, the Federal
Reserve’s monetary policy was significantly more
accommodative than expected. Further reductions by
the Federal Reserve are expected next quarter with
the objective of combating the economic downturn.

Overall, the economic slowdown is expected to
continue with slight economic growth by the end of
the forecast period. California’s economy is slowing
rapidly and the slowdown is expected to deepen
given its outsized exposure to the housing and
finance boom. The Port’s revenues are largely
dependent upon continued strength in trade and
tourism. While the Port’s cargo-related revenues are
expected to decrease moderately during the forecast
period, this is expected to be offset by relatively
stable real estate revenues. San Diego remains a
desirable tourism destination and relatively stable
demand for Tideland hotels is expected through the
forecast period.

U.S. Economic Forecasts - 12 Months Ahead

1Q.2008  20Q.2008 30Q.2008 40Q.2008 10Q.2009 20Q.2009  Avg. 2008

Economic Indicator

Gross Domestic Product (GDP) 0.1% 0.5% 2.2% 2.2% 23% - 1.4%
Consumer Spending 0.5% 1.0% 2.3% 2.0% 18% - 1.5%
Unemployment Rate 5.0% 5.2% 5.4% 5.4% 54% - 5.3%
Consumer Price Incex (YOY%) 4.1% 3.3% 3.3% 2.6% 23% - 3.5%
Benchmark Interest Rates

Federal Funds Rate — Target 2.50% 2.00% 2.00% 2.00% 2.25% 2.75%  ---—--
Ten-year Treasury Note 3.60% 3.60% 3.80% 3.90% 4.00% 4.17% -

All values are expressed as of the end of the quarter except GDP, which is shown at a quarterly annualized rate.

Source: Bloomberg, Median economists’ forecasts for U.S. economic indicators (62 economists surveyed March 3, 2008 to March 10,
2008).
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POLICIES

Financial and Long-Range
Policies

The annual operating budget is intended to
establish efficient and effective methods for
managing the Port’s financial resources.
Accordingly, this section outlines the long-range
and financial policies that guide the preparation of
the budget:

e The projected income stream will allow the
Port to continue to operate without the use of
taxes or direct assessments.

e A balanced budget will be developed, in that
revenues exceed expenses before depreciation
and amortization and before capital outlay.

e The Port activities authorized in the budget
will promote a positive economic climate for
the San Diego region.

e Capital investment in the Tidelands will
provide significant, long-term economic
benefits to the region. Financial policies will
enable the Port to maintain its sound financial
condition, so that capital investment in the
Tidelands may continue.

e Cash investments made by the Port will
conform to its Guidelines for Prudent
Investments. It is the policy of the Port to
invest public funds in a manner that will
provide the highest rate of return with the
maximum security while meeting the daily
cash flow demands of the Port. The
investment policies and practices of the Port
are based upon prudent money management
and conform to all state and local statutes
governing the investment of public funds. In
order of priority, investment objectives are:

e  Safety of principal
o Liquidity

° Return on investment

Final Budget FY 08/09
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e The budget will be prepared in a manner that
facilitates its understanding by citizens as well
as Port officials. Presenting a clear, readable
budget will effectively communicate overall
Port goals and plans, and contribute to the
public’s knowledge and appreciation of the
Port’s positive impact on the region.

Appropriation of Funds

The Port has only one operating fund. The San
Diego Unified Port District Act directs the
creation of only one fund. Accordingly, unless
specifically stated, all income and expenses flow
through one fund.
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PORT ORGANIZATION

The Port receives policy direction from the Board
of Port Commissioners. The Executive
Director/President/Chief Executive Officer (CEQ),
Personnel Advisory Board, Port Attorney, and Port
Auditor report directly to the Board.

The Executive Vice President serves as primary
deputy to the CEO and also oversees the operation
of five departments including Marketing,
Communications and Governmental Affairs,
Public Art, Environmental Services, and Land Use
Planning.

The Operations Group, headed by the Vice
President, Operations/Chief Operations Officer
(COO0), comprises the primary revenue centers,
Real Estate and Maritime, as well as Engineering -
Construction.

The Administration Group, headed by the Vice
President, Administration/Chief Administrative
Officer (CAO), comprises Human Resources,
Strategic Management Services, General Services,
Harbor Police, and Homeland Security.

The Chief Financial Officer/Treasurer heads the
Business and Financial Services Division, and
oversees Audit, Risk Management & Safety,
Financial Services, Information Technology,
Procurement Services and the Treasurer’s Office.

The FY 08/09 budget reflects one department
name change and four changes in the Port’s

Final Budget FY 08/09
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organization. Over the next five years, several of
the Port’s top executives will be eligible for
retirement. To prepare the organization for the
change in leadership, provide knowledge transfer,
and ensure a smooth transition, a broad number of
changes are being made.

The Communications and Community Services

Department name has been changed to
Communications and Governmental  Affairs
Department. As part of the Port’s leadership

transition, the responsibility for Intergovernmental
Affairs and the Grant Coordination function will
be moved from the Executive Vice President to the
Director of Communications and Governmental
Affairs.  Additionally, a new Vice President
position that reports directly to the CEO has been
added to provide leadership continuity.

Organizational changes have also been made in
the areas under the Vice President, Operations,
COO. With the growth of activities in Real Estate
and Maritime, and the growth in major
maintenance and environmental programs, a
redistribution of reporting relationships was
required to better balance workload among the
Port’s  Vice Presidents. Accordingly, the
Environmental Services Department reporting
relationship has moved from the Vice President,
Operations, COO to the Executive Vice President.
The General Services Department reporting
relationship has moved from the Facilities
Division (reports to the Vice President,
Operations, COO) to the Vice President,
Administration, CAO.
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REVENUE
HIGHLIGHTS

Trends in Revenue

Revenue for the Port is budgeted at $151.2
million, a decrease of $3.1 million, or 2.0%, from
the FY 07/08 Budget.

Trends affecting revenue are described below, first
by account category and then by operating center.

Revenue by Category

Revenue by category is illustrated in the following
“Revenue by Account Category” graph. Below are
comments on some of the largest categories.

Operating Revenue is expected to be $138.3 million
for FY 08/09 and comes from three major sources:

Rents are expected to be $88.6 million, or 58.6%, of
total Revenue. This represents an increase of
approximately $1.6 million, or 1.8%, over the
previous fiscal year. The increase is due to the
following: Fixed Rent Revenue is budgeted at $34.1
million, an increase of $1.5 million from FY 07/08.
Concession Revenue is budgeted to be $52.5 million,
an increase of $1.4 million over the previous fiscal
year. Storage Space Rental Revenue is budgeted at
$1.9 million, a $0.1 million increase from the FY
07/08 budget. These increases are projected to be
partially offset by an expected decrease of $1.5
million in Other Rental Revenue primarily due to the
Lane Field Option Payments ending in FY 07/08.

Fees & Service Charges are expected to be $35.1
million, or 23.2%, of total Revenue. This represents
a $2.1 million, or 5.6%, decrease from FY 07/08.
The decrease is comprised of the following:
Dockage and Wharfage Revenue are budgeted at
approximately $17.2 million, a decrease of $1.6
million from FY 07/08. Cruise Ship Passenger Fees
are budgeted at $4.7 million, a $1.3 million decrease
from the prior fiscal year. Cruise Ship Passenger
Security Charges are budgeted at $2.2 million, a $0.3
million decrease from FY 07/08 budget.  These
decreases are expected to be partially offset by the
following increases: Parking Revenue is budgeted at
$9.1 million, a $0.9 million increase from the prior
fiscal year and Park Usage Fees are budgeted at $0.4
million, an increase of $0.2 million from FY
07/08.

Services are expected to be $13.8 million, or 9.1%,
of total Revenue. This category is driven by the
Service Level Agreement (SLA) with the San Diego
County Regional Airport Authority (SDCRAA).
The expected SLA Revenue for FY 08/09 will
increase by $0.6 million to $13.5 million.

Final Budget FY 08/09
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Maritime

Non-Operating Revenue is expected to be $12.9
million for FY 08/09 and comes from four major
sources:

Grants — Capital Project Reimbursements is
comprised of $4.6 million in grant funds from the
U.S. Department of Transportation, Department of
Justice, California Office of Homeland Security
and Federal Emergency Management Agency for
the construction of security enhancements, and
$0.4 million in funds from the State Department
of Boating and Waterways for the improvements
to the boat launch sites at Pepper Park and Shelter
Island. The decrease of $4.5 million from FY
07/08 is primarily due to the completion of the
Navy Pier Rehab and a decrease in reimbursable
costs for boat launch ramp projects.

Miscellaneous Other Revenue is expected to
increase by $0.5 million. The revenue increase is
primarily due to an increase in expected
reimbursements for the Regional Harbor
Monitoring Program. Also, similar to FY 07/08, a
$1.6 million revenue contingency, which
anticipates declines in unidentified revenue
categories that may result in the event that slower
than expected national or regional economic
growth occurs, is being budgeted in FY 08/09.

Terminal Special Facility Fees are budgeted at
$2.9 million, a decrease of $0.5 million, which
represents a Port Tariff of $4.00 per homeport
passenger. The Special Facility Fee will be used
to repay a loan from Carnival Cruise Lines for the
construction of a new cruise terminal.

Investment Revenue of $6.0 million, which is
earnings on investments, represents an increase
of $0.9 million, or 17.9%. In spite of anticipated
lower interest rates on investments, a larger
investment portfolio will result in increased
interest earnings as compared to FY 07/08.

Revenue by Operating Center

Maritime Operations and Properties

Operations and Properties projects a

decrease of approximately $1.6 million, or 3.6%,
versus FY 07/08 budgeted Revenue.

Decreases in Revenue will occur primarily in the
following areas:

Dockage and Wharfage Revenue are budgeted
at approximately $17.2 million, a decrease of $1.6
million, or 8.3%. This decrease is attributed to the
decrease in Pasha motor vehicle
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throughput, cruise ship calls, and cargo shipments
through Tenth Avenue Marine Terminal (TAMT).

Cruise Ship Passenger Fees are budgeted at $4.7
million, a decrease of $1.3 million, or
21.5% resulting from a budgeted decrease of 70
cruise ship calls to 210 and a decrease of 210,323
passengers to 766,005.

Terminal Special Facility Fees are budgeted at
$2.9 million, a decrease of $0.5 million, or 13.7%
as a result of a decrease in cruise ship passengers
forecasted in FY 08/09. A Port Tariff, Special
Facility Fee of $4.00 per homeport passenger
embarking or disembarking came into effect on
April 1, 2006. These fees are used to repay the
proceeds from the Carnival Cruise Lines loan to
constructa new Cruise Terminal on Broadway
Pier.

Cruise Ship Passenger Security Charges are
budgeted at $2.2 million, a $0.3 million decrease,
or 12.9% from the FY 07/08 budget. The decrease
is a result of a budgeted decrease in cruise ship
calls from FY 07/08 to FY 08/09. Service fees for
the security screening of passengers, luggage, ships
stores and ship supplies are passed through to the
cruise lines.

Decreases are partially offset by increases in the
following areas:

e Concession Revenue is budgeted at $1.3 million,
an increase of $1.1 million. This increase is due to
the transfer of Maritime-related leaseholds,
(Hornblower, Star and Crescent and Next Sailing),
from the Real Estate Department.

Fixed Rent is budgeted at $13.2 million, an
increase of $0.8 million, or 6.8% due to increased
rent revenue from NASSCO as a result of a rent
review in FY 07/08.

Storage Space Rental revenue is budgeted at $1.9
million, a $0.1 million, or 7.6% increase as a result
of additional military activity anticipated in FY
08/09.

Real Estate

Overall, Real Estate projects an increase in FY 08/09
Revenue of $0.7 million, or 0.9%, compared with the
FY 07/08 budget.

e Fixed Rent is budgeted at $20.9 million, an
increase of $0.7 million, or 3.3%. The majority of
the increase, $0.5 million, is for expected results
from a variety of rent reviews.

Final Budget FY 08/09
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Concession Revenue (Percentage Leases) is
budgeted at $51.2 million, an increase of $0.3
million, or 0.6%. New revenue from the Hilton
San Diego Bayfront Hotel, the Lane Field project,
and the proposed Hilton Garden Suites on Shelter
Island will be offset by a rent credit of $0.5
million for the Port Coronado Associates.
Additionally, harbor excursion revenues totaling
$1.2 million will be transferred to Maritime
Properties effective July 1, 2008.

Revenue from Parking is budgeted at $9.1
million, an increase of $0.9 million, or 10.8%
primarily due to Lane Field. The elimination of
parking revenue from the Lane Field project in the
latter part of the fiscal year, when the hotel project
is expected to commence, has been included.

Grant Revenue is budgeted at $0.4 million, a
$0.4 million increase from FY 07/08. This
increase is due to a grant received from the
California State Coastal Conservancy Agency that
will be used to prepare a commercial fisheries
revitalization and coastal public access plan.

Other Rental Revenue is a miscellaneous
account reporting non-recurring revenues. Due to
option payments for the Lane Field hotel project
ending in FY 07/08, a decrease of $1.5 million is
expected in this account.

Harbor Police

The Harbor Police Department is the primary law
enforcement agency at the San Diego County Regional
Airport Authority (SDCRAA). The public services
provided to the SDCRAA will generate approximately
$11.7 million, an increase of $0.5 million or 4.9%, for
the FY 08/09 revenue budget.

Additionally, the Harbor Police will generate
approximately $0.3 million from traffic citations and
permitting of piers and floats. Also, federal, state and
local grant reimbursements will be approximately $0.4
million, primarily due to Homeland Security funding.

Environmental Services

Environmental Services revenue will increase by $0.7
million. The revenue increase is primarily due to
reimbursement for the Regional Harbor Monitoring
Program. Also, Park Usage Fees will increase $0.2
million due to increased park usage rates for FY 08/09.

Miscellaneous

Public  Services Provided, which represents
reimbursements for General and Administrative costs
associated with the SDCRAA agreement for Harbor
Police services, is budgeted at $1.8 million.
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REVENUE BY ACCOUNT CATEGORY
FY 08/09 BUDGET

AMENDED INCREASE
ACTUAL BUDGET BUDGET FY 08/09-07/08 %

FY 06/07 FY 07/08 FY 08/09 BUDGET INCREASE

Fixed Rent $ 35,038,618 $ 32,576,300 $ 34,083,400 $ 1,507,100 4.6%
Concession Revenue 52,079,718 51,076,000 52,482,000 1,406,000 2.8%
Ground Rental - Fixed 14,500 15,000 - (15,000) -100.0%
Space Rental - Office/Headhouse 100 - - - -
Storage Space Rental 2,108,187 1,788,900 1,924,400 135,500 7.6%
Other Rental Revenue 1,808,848 1,580,000 100,000 (1,480,000) -93.7%
RE Revenue from Rent Reduction (20,201) - - - -
Rents $ 91,029,770 $ 87,036,200 $ 88,589,800 $ 1,553,600 1.8%
Bunkering 85,844 73,500 125,000 51,500 70.1%
Citations 270,900 220,000 230,000 10,000 4.5%
Cruise Ship Passenger Fees 3,379,122 5,955,900 4,672,600 (1,283,300) -21.5%
Cruise Ship Passenger Security Charges 1,892,214 2,524,000 2,198,300 (325,700) -12.9%
Demurrage - 21,000 - (21,000) -100.0%
Dockage 2,828,494 3,362,500 2,625,500 (737,000) -21.9%
Environmental Surcharge 66,887 100,600 40,800 (59,800) -59.4%
Ground Transportation Permits 1,654 - - - -
Parking 8,230,842 8,203,000 9,087,000 884,000 10.8%
Parking Meters 1,018,920 1,025,000 994,000 (31,000) -3.0%
Park Usage Fees 139,613 160,000 400,000 240,000 150.0%
Piers & Floats 104,209 110,000 110,000 - 0.0%
Wharfage 11,607,973 15,442,900 14,614,700 (828,200) -5.4%
Fees & Service Charges $ 29,626,672 $ 37,198,400 $ 35,097,900 $ (2,100,500) -5.6%
Public Services Provided 11,938,557 12,872,400 13,487,200 614,800 4.8%
Utilities Furnished 206,672 347,600 286,300 (61,300) -17.6%
Services $ 12,145229 $ 13,220,000 $ 13,773500 $ 553,500 4.2%
Grant Revenue 919,166 436,700 823,000 386,300 88.5%
Grants $ 919,166 $ 436,700 $ 823,000 $ 386,300 88.5%
Damages Recovered 118,847 - - - -
Grants - Capital Project Reimbursement 9,973,035 9,437,000 4,913,000 (4,524,000) -47.9%
Donated Revenue 100 - - - -
Reimbursed Atty Fees/Litigation Costs 1,750,673 - - - -
Legal Settlements 16,444,000 - - - -
Miscellaneous Other Revenue 335,203 (1,373,000) (835,000) 538,000 -39.2%
Service Charges 4,233 - - - -
Restitution 250 - - - -
Car Rental Transaction Fees 766,566 - - - -
Terminal Special Facility Fee 1,586,364 3,336,700 2,879,400 (457,300) -13.7%
Sale of Surplus Items - Proceeds 29,506 - - - -
Gain/Loss from Disposal of Fixed Assets (4,530) - - - -
Asset Forfeiture Proceeds-Harbor Police 50,928 - - - -
Gain/Loss On Sale of Investments 144,063 - - - -
Interest - Investments 8,017,555 5,074,000 5,983,000 909,000 17.9%
Unrealized Gain/Loss On Inv. (GASB 31) 291,368 - - - -
Interest - Miscellaneous 307,027 - - - -
Discounts Earned 7,036 - - - -
Non-Operating Revenue $ 39,822,224 $ 16,474,700 $ 12,940,400 $ (3,534,300) -21.5%
TOTAL REVENUE $ 173543061 $ 154,366,000 $ 151,224600 $ (3,141,400) -2.0%

Final Budget FY 08/09 Section 1 San Diego Unified Port District

Page 20




REVENUE BY ACCOUNT CATEGORY

Other Revenue

$2,044,400 i
1% Operating Grants
$823,000
1%
Investment Revenue
$5,983,000
Capital Grants 4%
$4,913,000
3%
Services k
$13,773,500
9%
Rents
Fees & Service Charges $88,589,800
$35,097,900 59%
23%
TOTAL REVENUE $151,224,600
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REVENUE BY OPERATING CENTER AND ACCOUNT

FY 08/09 BUDGET

AMENDED INCREASE
ACTUAL BUDGET BUDGET FY 08/09-07/08 %
FY 06/07 FY 07/08 FY 08/09 BUDGET INCREASE
MARITIME
Fixed Rent 14,755,788 $ 12,312,000 13,154,100 $ 842,100 6.8%
Concession Revenue 357,297 210,000 1,310,000 1,100,000 523.8%
Ground Rental - Fixed 14,500 15,000 - (15,000) -100.0%
Storage Space Rental 2,108,187 1,788,900 1,924,400 135,500 7.6%
Other Rental Revenue 133,900 80,000 100,000 20,000 25.0%
Rents 17,369,672 $ 14,405,900 16,488,500 $ 2,082,600 14.5%
Bunkering 85,844 73,500 125,000 51,500 70.1%
Cruise Ship Passenger Fees 3,379,122 5,955,900 4,672,600 (1,283,300) -21.5%
Cruise Ship Passenger Security Charges 1,892,214 2,524,000 2,198,300 (325,700) -12.9%
Demurrage - 21,000 - (21,000) -100.0%
Dockage 2,828,494 3,362,500 2,625,500 (737,000) -21.9%
Environmental Surcharge 66,887 100,600 40,800 (59,800) -59.4%
Ground Transportation Permits 1,654 - - - -
Parking 22,508 10,000 10,000 - 0.0%
Parking Meters 51,576 - - - -
Wharfage 11,607,973 15,442,900 14,614,700 (828,200) -5.4%
Fees & Service Charges 19,936,272 $ 27,490,400 24,286,900 $ (3,203,500) -11.7%
Utilities Furnished 206,672 347,600 286,300 (61,300) -17.6%
Services 206,672 $ 347,600 286,300 $ (61,300) -17.6%
Grant Revenue 237,550 - - - -
Grants 237550 $ - - $ - -
Damages Recovered 40,507 - - - -
Miscellaneous Other Revenue 39,104 - - - -
Service Charges 4,233 - - - -
Terminal Special Facility Fee 1,586,364 3,336,700 2,879,400 (457,300) -13.7%
Non-Operating Revenue 1,670,208 $ 3,336,700 2,879,400 $ (457,300) -13.7%
TOTAL MARITIME 39,420,374 % 45,580,600 43,941,100 $ (1,639,500) -3.6%
REAL ESTATE
Fixed Rent 20,269,510 20,251,000 20,916,000 665,000 3.3%
Concession Revenue 51,722,421 50,866,000 51,172,000 306,000 0.6%
Space Rental - Office/Headhouse 100 - - - -
Other Rental Revenue 1,674,948 1,500,000 - (1,500,000) -100.0%
RE Revenue from Rent Reduction (20,201) - - - -
Rents 73,646,778 $ 72,617,000 72,088,000 $ (529,000) -0.7%
Parking 8,192,757 8,193,000 9,077,000 884,000 10.8%
Parking Meters 967,344 1,025,000 994,000 (31,000) -3.0%
Park Usage Fees 62 - - - -
Fees & Service Charges 9,160,163 $ 9,218,000 10,071,000 $ 853,000 9.3%
Grant Revenue - - 394,000 394,000 -
Grants -3 - 394,000 $ 394,000 -
Miscellaneous Other Revenue (20,169) 31,000 30,000 (1,000) -3.2%
Car Rental Transaction Fees 766,566 - - - -
Non-Operating Revenue 746,397 $ 31,000 30,000 $ (1,000) -3.2%
TOTAL REAL ESTATE 83,553,338 $ 81,866,000 82,583,000 $ 717,000 0.9%
HARBOR POLICE
Fixed Rent 13,320 13,300 13,300 - 0.0%
Rents 13,320 $ 13,300 13,300 $ - 0.0%
Citations 270,900 220,000 230,000 10,000 4.5%
Piers & Floats 104,209 110,000 110,000 - 0.0%
Fees & Service Charges 375,109 $ 330,000 340,000 $ 10,000 3.0%
Final Budget FY 08/09 Section 1 San Diego Unified Port District
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REVENUE BY OPERATING CENTER AND ACCOUNT
FY 08/09 BUDGET

AMENDED INCREASE
ACTUAL BUDGET BUDGET FY 08/09-07/08 %
FY 06/07 FY 07/08 FY 08/09 BUDGET INCREASE
Public Services Provided 10,336,104 11,145,600 11,695,400 549,800 4.9%
Services $ 10,336,104 $ 11,145,600 11,695,400 549,800 4.9%
Grant Revenue 681,616 361,700 429,000 67,300 18.6%
Grants $ 681,616 $ 361,700 429,000 67,300 18.6%
Damages Recovered 158 - - - -
Donated Revenue 100 - - - -
Miscellaneous Other Revenue 102,315 70,000 100,000 30,000 42.9%
Asset Forfeiture Proceeds-Harbor Police 50,928 - - - -
Non-Operating Revenue $ 153,501 $ 70,000 100,000 30,000 42.9%
TOTAL HARBOR POLICE $ 11,559,650 $ 11,920,600 12,577,700 657,100 5.5%
ENVIRONMENTAL SERVICES
Parking 15,577 - - - -
Park Usage Fees 139,551 160,000 400,000 240,000 150.0%
Fees & Services Charges $ 155,128 $ 160,000 400,000 240,000 150.0%
Damages Recovered 777 - - - -
Miscellaneous Other Revenue 93,454 126,000 635,000 509,000 404.0%
Non-Operating Revenue $ 94231 $ 126,000 635,000 509,000 404.0%
TOTAL ENVIRONMENTAL SERVICES $ 249,359 $ 286,000 1,035,000 749,000 261.9%
MISCELLANEOUS
Public Services Provided 1,602,453 1,726,800 1,791,800 65,000 3.8%
Services $ 1,602,453 $ 1,726,800 1,791,800 65,000 3.8%
Grant Revenue - 75,000 - (75,000) -100.0%
Grants $ - $ 75,000 - (75,000) -100.0%
Damages Recovered 77,405 - - - -
Grants - Capital Project Reimbursement 9,973,035 9,437,000 4,913,000 (4,524,000) -47.9%
Reimbursed Atty Fees/Litigation Costs 1,750,673 - - - -
Legal Settlements 16,444,000 - - - -
Miscellaneous Other Revenue 120,499 (1,600,000) (1,600,000) - 0.0%
Restitution 250 - - - -
Sale of Surplus Items - Proceeds 29,506 - - - -
Gain/Loss from Disposal of Fixed Assets (4,530) - - - -
Non-Operating Revenue $ 28,390,838 $ 7,837,000 3,313,000 (4,524,000) -57.7%
Gain/Loss On Sale of Investments 144,063 - - - -
Interest - Investments 8,017,555 5,074,000 5,983,000 909,000 17.9%
Unrealized Gain/Loss On Inv. (GASB 31) 291,368 - - - -
Interest - Miscellaneous 307,027 - - - -
Investment Revenue $ 8,760,013 $ 5,074,000 5,983,000 909,000 17.9%
Discounts Earned 7,036 - - - -
Other Revenue $ 7,036 $ - - - -
TOTAL MISCELLANEQUS $ 38,760,340 $ 14,712,800 11,087,800 (3,625,000) -24.6%
TOTAL REVENUE $ 173543061 $ 154,366,000 151,224,600 (3,141,400) -2.0%
Final Budget FY 08/09 Section 1 San Diego Unified Port District
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REVENUE BY OPERATING CENTER
FY 08/09 BUDGET

Environmental Svcs.
$1,035,000
1%

Misc.
$11,087,800
Harbor Police 7%
$12,577,700
8%

Real Estate
$82,583,000
55%

TOTAL REVENUE $151,224,600
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EXPENSE
HIGHLIGHTS

Trends in Expense

Direct Expense before Capitalized Labor, Depreciation
and Amortization is budgeted at $143.7 million and is
approximately $10.8 million, or 8.1% higher than the
FY 07/08 Amended Budget. Direct Expense, net of
Capitalized Labor, is budgeted at $141.5 million and is
approximately $10.2 million, or 7.8% more than the FY
07/08 Amended Budget.

The increase in expense is primarily attributed to Personnel
Expense, Expensed Major Maintenance projects, and
Environmental projects, including the Regional Harbor
Monitoring Program, the Campbell Mitigation &
Monitoring Program, and the Clean Air Program. These
expenses are partially offset by decreases in Financial
Assistance and the Public Art Program.

Personnel Expense

Overall, Personnel Expense will increase by $2.3 million,
or 3.5% from the previous year’s amended budget. This is
primarily due to the addition of three permanent positions,
and nine non-permanent positions. Expenses consist of
Salaries and Wages, Overtime, Temporary Personnel, and
Burden.

e Salaries and Wages (not including Overtime or
Temporary Personnel) will increase by $1.4 million, or
3.4%. This is primarily due to increased staffing.

e Overtime will remain flat.

e Burden will increase by $0.9 million, or 4.4% due to
expected increases in health insurance, payroll taxes,
and retirement costs.

Non-Personnel Expense

Overall, Non-Personnel Expense (NPE) will increase by
$8.5 million, or 12.4%. Large budget-to-budget variances
are projected in the following Non-Personnel accounts:

Expensed Major Maintenance will increase by $4.5
million, or 64.4%. Included in expensed major
maintenance is $4.1 million for the TDY demolition and
abatement project and $1.1 million for a variety of ADA
accessibility improvement projects. Funds for the TDY
and ADA projects will come from restricted and Board
designated reserves. $10.0 million in Major Maintenance
projects are considered Capital in nature and are included
in the Capital Requirements section of the budget.

Final Budget FY 08/09 Section 1
Page 26

Professional Services will increase by $3.5 million, or
19.0%. Environmental Services will increase by $2.0
million due to the addition of two Monitoring Programs,
and Proposition 1b related costs. Engineering will increase
by $1.1 million due to the implementation of various
bayfront projects. Communications and Governmental
Affairs will increase by $0.5 million due to an Economic
Impact Analysis. Real Estate will increase by $0.4 million
due to costs associated with the Coastal Conservatory
Grant. These increases will be offset by a $0.4 million
decrease for the Maritime Division from FY 07/08, and
Land Use Planning for $0.3 million due to the reduction of
various planning projects.

Environmental Fund Expenditures will increase by $1.4
million, or 912.3% due to eight committed projects and 17
new projects approved by the Environmental Committee
and scheduled to begin in FY 08/09.

Financial Assistance will decrease by $1.0 million, or
71.3% due to the completion of payments to the City of
Coronado for the Glorietta Bay Linear Park.

Public Art Program will decrease by $0.6 million, or
68.2% due to fewer non-capital projects planned for FY
08/09.

Capitalized Expense

Capitalized Expense is the Personnel and Overhead
expense invested in capital projects. It is included in
budgeted Personnel and Non-Personnel Expense subtotals,
but subtracted out to arrive at Total Direct Expense.
Capitalized Expense is budgeted at $2.1 million.

Expense by Division

Senior Management

The Senior Management Group will decrease by $0.6
million, or 4.7%.

Financial Assistance will decrease by $1.0 million due to
the Port’s fulfillment of its commitment to provide
assistance to the City of Coronado for the Glorietta Bay
Linear Park.

Office of the District Clerk will increase by $0.3 million,

or 10.8% due the addition of a Vice President and an
Assistant to the Vice President.
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Executive Vice-President Group

The Executive Vice President Group will increase by $3.0
million, or 22.1%.

Communications and Governmental Affairs will increase
by $0.6 million, or 33.4% primarily due to an Economic
Impact Analysis on the Port’s economic impact to the
region, and a Public Relations Consultant which will
support the governmental affairs responsibilities that have
been transferred from the Office of the Executive Vice
President.

Environmental Services will increase by $3.4 million, or
81.2% primarily due to costs associated with the Regional
Harbor Monitoring Program, the Campbell Mitigation &
Monitoring Program, the California Air Resources Board
Matching Funds - Proposition 1b effort, and new
Environmental Fund projects.

Land Use Planning will decrease by $0.4 million, or 13.8%
primarily due to reductions for Maritime Planning Support,
Miscellaneous Projects, and Urban Planning Consulting.

Marketing will increase by $0.1 million, or 5.0% due to an
increase in fee-for-service programs, and advertising
related to cruise ship terminal and Lane Field construction.

Office of the Executive VP will decrease by $0.3 million,
or 46.6% due to the transfer of duties and budget
associated with the Grants Coordinator position. The
Grants Coordinator position will be transferred to the
Communications & Governmental Affairs Department in
FY 08/09.

Public Art will decrease by $0.5 million, or 41.2% due to
fewer non-capital projects planned for FY 08/09. The
funding for these projects comes from the Public Art Fund.

Operations Group

The Operations Group will increase by $6.8 million, or
18.8%.

Maritime Division will decrease by $0.2 million, or 1.6%
primarily due to a decrease in Services—Professional &
Other costs. This decrease will be partially offset by the
addition of one new Senior Asset Manager.

Real Estate Division will increase by $1.1 million, or
12.8% due to an increase in legal expense for arbitration
involving two separate hotel projects, and bond counsel
fees related to the Chula Vista Bayfront Master Plan. There
is also an increase in Facility Management Services
resulting from an increase in parking lot revenue and better
historical information, and professional services for costs
related to the Coastal Conservancy Grant.

Final Budget FY 08/09 Section 1
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Engineering-Construction will increase by $1.5 million, or
23.4% primarily due to the implementation of Phase | of
the Chula Vista Bayfront Master Plan, and various North
Embarcadero Projects such as the cruise ship terminal.
Major Maintenance project expense in the Operating
budget will increase by $4.5 million, or 64.4%. In
addition, the Capital Major Maintenance projects total
$10.0 million. The total Major Maintenance program for
FY 08/09 is $21.4 million.

Business & Financial Services Division

Business & Financial Services Division will increase by
$0.3 million, or 2.3%.

Audit, Risk, Management & Safety will decrease by $0.3
million, or 9.0% mainly due to reduced insurance costs.

Financial Services’ expense will increase by $0.2 million,
or 12.0% primarily due to the addition of a Payroll
Technician, and two limited Financial Analysts.

Information Technology's expense will increase by $0.2
million, or 5.6% due to an increase of Equipment &
Systems and Software Maintenance Agreements.

Treasurer’s Office will increase by $0.2 million, or 18.7%
due to the addition of a limited Grants Program Manager.

Administration Group

The Administration Group will increase by $1.1 million, or
2.1%.

Harbor Police will increase by $1.2 million, or 4.4%
primarily due to negotiated salary increases and fewer
vacancies.

Human Resources will decrease by $0.2 million, or 3.8%
as a result of the elimination of the Senior Director,
Organization Effectiveness position. In addition, the
Cultural Survey and Salary/Classification Survey which
occurred in FY 07/08 will not occur in FY 08/09.

Strategic Management Services will increase by $0.3
million, or 12.8% due to new professional service contracts
for technical support in security and applications
administration.  In addition, current positions will be
upgraded to the senior level due to expanding work
responsibilities and a Management Analyst position will be
created to coordinate SAP training for end-users.
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Other

The Miscellaneous Department will increase by $0.3
million, or 5.8% primarily due to contingent items in
Professional Services. This increase will be partially offset
by a decrease in interest expense associated with the
airport and Pond 20 promissory notes and interest
associated with the Series A & B 2004 bonds.

Final Budget FY 08/09 Section 1
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EXPENSE BY ACCOUNT CATEGORY
FY 08/09 BUDGET

Facilities Expense
$7,453,400
5%
Travel
$1,059,200
1%

Staff Develop.
$1,169,700
1%

Contract. Svcs.
$24,367,200
17%

Comm. & Risk Mgt.
Supplies & Equipt.  Environ. Support $3,076,700
$3,305,000 $14,702,200 2%
2% 10% Other Expenses
T $4,801,600
3%
Maint. & Repairs
$17,505,200
12%
\
Personnel - Salaries
(inc. OT & Temps)
$45,265,300
Personnel - Burden 32%

$20,967,900
15%

Gross Direct Expenses
Less: Capitalized Expenses

$ 143,673,400
$  (2,142,000)

= Total Direct Expenses

Final Budget FY 08/09
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EXPENSE BY ACCOUNT
FY 08/09 BUDGET

ACTUAL AMENDED INCREASE
RESULTS BUDGET BUDGET FY 08/09-07/08 %

FY 06/07 FY 07/08 FY 08/09 BUDGET INCREASE
Salaries & Wages $ 39,855,348 $ 41,602,500 $ 42,997,800 $ 1,395,300 3.4%
Overtime 1,989,191 1,728,601 1,717,600 (11,001) -0.6%
Temporary Personnel 586,298 555,500 549,900 (5,600) -1.0%
SALARIES & WAGES $ 42430837 $ 43886601 $ 45265300 $ 1,378,699 3.1%
Burden 21,138,075 20,078,699 20,967,900 889,201 4.4%
SUBTOTAL PERSONNEL EXPENSE $ 63568912 $ 63965300 $ 66,233,200 $ 2,267,900 3.5%
Awards - Service 38,501 53,600 54,300 700 1.3%
Books & Periodicals 75,282 84,300 86,100 1,800 2.1%
Employee Recognition 26,610 33,700 33,900 200 0.6%
Memberships & Dues 167,204 193,600 211,600 18,000 9.3%
Health and Wellness - - 18,500 18,500 -
Recruiting 2,662 - - - -
Seminars & Training 386,308 571,200 710,300 139,100 24.4%
Tuition Reimbursement Program 57,106 50,000 55,000 5,000 10.0%
STAFF DEVELOPMENT $ 753,672 $ 986,400 $ 1,169,700 $ 183,300 18.6%
Mileage Reimbursement 263,911 283,400 316,300 32,900 11.6%
Travel 361,876 676,050 742,900 66,850 9.9%
TRAVEL $ 625,787 $ 959450 $ 1,059,200 $ 99,750 10.4%
Services - Professional & Other 12,856,250 18,468,800 21,969,200 3,500,400 19.0%
Services - Legal 1,286,585 1,945,100 2,390,000 444,900 22.9%
Services - Construction 22,781 5,000 8,000 3,000 60.0%
CONTRACTUAL SERVICES $ 14165615 $ 20418900 $ 24,367,200 $ 3,948,300 19.3%
Breakage & Obsolescence 4,818 - - - -
Equipment & Systems 672,842 734,800 866,800 132,000 18.0%
Equipment Rental/Leasing 385,846 648,800 560,900 (87,900) -13.5%
Office & Operating Supplies 439,264 481,000 478,900 (2,100) -0.4%
Postage & Shipping 81,911 99,200 103,000 3,800 3.8%
Safety Equipment & Supplies 291,688 191,300 334,400 143,100 74.8%
Small Tools 60,162 47,500 61,000 13,500 28.4%
Fuel & Lubricants 506,807 603,000 620,800 17,800 3.0%
Parking Meter Supplies 7,135 11,500 21,500 10,000 87.0%
Blueprints 2,075 1,600 1,600 - 0.0%
Uniforms 201,037 239,400 256,100 16,700 7.0%
SUPPLIES & EQUIPMENT $ 2653587 $ 3058100 $ 3,305000 $ 246,900 8.1%
Space Rental 310,749 455,900 358,600 (97,300) -21.3%
Telephone & Communications 518,164 632,200 753,200 121,000 19.1%
Utilities-Gas & Electric 1,656,336 1,987,500 2,029,200 41,700 2.1%
Utilities-Water 1,191,474 1,355,500 1,385,400 29,900 2.2%
Tenant Improvements/Removals 41,643 78,300 10,000 (68,300) -87.2%
Facility Management Services 2,575,608 2,660,700 2,917,000 256,300 9.6%
FACILITIESEXPENSE $ 6293972 $ 7,170,100 $ 7,453,400 $ 283,300 4.0%
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EXPENSE BY ACCOUNT
FY 08/09 BUDGET

ACTUAL AMENDED INCREASE

RESULTS BUDGET BUDGET FY 08/09-07/08 %

FY 06/07 FY 07/08 FY 08/09 BUDGET INCREASE
Facilities Maintenance-Supplies 759,443 708,600 706,300 (2,300) -0.3%
Major Maintenance 2,781,506 6,938,000 11,408,600 4,470,600 64.4%
Facilities Maintenance-Outside Services 3,371,371 3,871,600 3,835,000 (36,600) -0.9%
Equipment Maintenance-Supplies 183,385 264,700 207,900 (56,800) -21.5%
Equipment Maintenance-Outside Services 453,711 584,900 713,200 128,300 21.9%
Software Maintenance 563,815 595,600 634,200 38,600 6.5%
MAINTENANCE & REPAIRS $ 8113232 $ 12963400 $ 17,505200 $ 4,541,800 35.0%
Advertising 882,443 1,090,600 1,208,500 117,900 10.8%
Promotional Services 317,250 437,850 502,300 64,450 14.7%
Promotional Materials 101,798 153,200 147,100 (6,100) -4.0%
Services - Fire, Police, Rescue, Emergen 5,214,727 5,513,500 5,363,400 (150,100) -2.7%
Eligible Environmental Fund Expenditures 74,716 150,000 1,518,500 1,368,500 912.3%
Remediation 168,389 285,000 250,000 (35,000) -12.3%
Refuse & Hazardous Waste Disposal 297,722 255,000 255,000 - 0.0%
Financial Assistance/Grants/Contribution 3,047,061 1,325,000 379,800 (945,200) -71.3%
Joint Programs/Studies Assistance 478,706 419,300 318,600 (100,700) -24.0%
Convention Center Financial Assistance 4,500,000 4,500,000 4,500,000 - 0.0%
Public Art Program 119,691 815,000 259,000 (556,000) -68.2%
COMMUNITY & ENVIRONMENTAL SUPPORT $ 15202502 $ 14944450 $ 14,702,200 $ (242,250) -1.6%
Bad Debt Expense 101,804 - - - -
Insurance 2,011,251 2,081,600 1,610,000 (471,600) -22.7%
Insurance Claims 6,788 26,500 25,000 (1,500) -5.7%
Permits/Certificates/License 151,077 79,200 141,700 62,500 78.9%
Legal Settlements 35,567 - - - -
Retiree Health Benefits 1,280,610 1,300,000 1,300,000 - 0.0%
RISK MANAGEMENT $ 3587097 $ 3487300 $ 3076700 $ (410,600) -11.8%
Seized Asset/Forfeitures-Harbor Police 12,925 - - - -
Miscellaneous Interest 2,814,723 2,749,600 2,666,200 (83,400) -3.0%
Other Miscellaneous Expenses 343,757 2,100 - (2,100) -100.0%
Interest Expense - Series A 2004 Bonds 826,689 794,400 757,700 (36,700) -4.6%
Interest Expense - Series B 2004 Bonds 1,281,747 1,279,800 1,277,700 (2,100) -0.2%
Contingency (Plan/Budget only) - 100,000 100,000 - 0.0%
OTHER EXPENSE $ 5279841 $ 4925900 $ 4,801,600 $ (124,300) -2.5%
SUBTOTAL NON PERSONNEL EXPENSE $ 56675305 $ 68914000 $ 77,440,200 $ 8,526,200 12.4%
SUBTOTAL DIRECT EXPENSE $ 120,244,217 $ 132,879,300 $ 143,673,400 $ 10,794,100 8.1%
Capitalized Expense (2,375,911) (1,538,300) (2,142,000) (603,700) 39.2%
TOTAL DIRECT EXPENSE $ 117,868,307 $ 131,341,000 $ 141,531,400 $ 10,190,400 7.8%
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EXPENSE BY DIVISION/DEPARTMENT
FY 08/09 BUDGET

ACTUAL AMENDED INCREASE

RESULTS BUDGET BUDGET FY 08/09-07/08 %
FY 06/07 FY 07/08 FY 08/09 BUDGET INCREASE
Board of Port Commissioners 138,852 $ 217,700 $ 232,400 $ 14,700 6.8%
Corporate Services/Deputy District Clerk 1,549,953 - - - -
Financial Assistance 7,549,563 5,825,000 4,879,800 (945,200) -16.2%
Office of the District Clerk 949,059 2,407,800 2,667,800 260,000 10.8%
Port Attorney 3,465,970 4,652,100 4,693,800 41,700 0.9%
Port Auditor 89,743 135,000 137,200 2,200 1.6%
SENIOR MANAGEMENT 13,743,141 $ 13,237,600 $ 12,611,000 $ (626,600) -4.7%
Communications and Governmental Affairs 1,682,245 1,858,300 2,479,500 621,200 33.4%
Environmental Services 3,292,854 4,227,100 7,657,900 3,430,800 81.2%
Land Use Planning 2,185,558 2,615,100 2,253,000 (362,100) -13.8%
Marketing 2,501,493 2,736,100 2,871,600 135,500 5.0%
Office of Exec VP 630,125 655,300 349,900 (305,400) -46.6%
Public Art 477,706 1,331,500 782,900 (548,600) -41.2%
EXECUTIVE VICE PRESIDENT GROUP 10,769,982 $ 13,423,400 $ 16,394,800 $ 2,971,400 22.1%
Maritime Operations & Properties 10,587,760 13,863,900 13,656,500 (207,400) -1.5%
Maritime Trade Development 583,402 796,400 765,000 (31,400) -3.9%
Maritime 11,171,162 $ 14,660,300 $ 14,421,500 $ (238,800) -1.6%
Real Estate 7,935,013 8,240,900 9,299,600 1,058,700 12.8%
Engineering - Construction 5,517,228 6,274,500 7,741,700 1,467,200 23.4%
Major Maintenance 2,781,506 6,938,000 11,408,600 4,470,600 64.4%
Engineering - Construction 8,298,734 $ 13,212,500 $ 19,150,300 $ 5,937,800 44.9%
OPERATIONS GROUP 27,404,909 $ 36,113,700 $ 42,871,400 $ 6,757,700 18.7%
Audit, Risk Management & Safety 3,406,935 3,663,200 3,333,000 (330,200) -9.0%
Financial Services 1,829,622 1,818,600 2,036,100 217,500 12.0%
Information Technology 2,432,392 2,842,900 3,001,700 158,800 5.6%
Procurement Services 1,743,272 1,673,100 1,674,100 1,000 0.1%
Treasurer's Office 1,138,141 1,109,000 1,316,900 207,900 18.7%
BUSINESS & FINANCIAL SERVICES 10,550,362 $ 11,106,800 $ 11,361,800 $ 255,000 2.3%
General Services Administration 14,071,750 14,957,099 14,699,400 (257,699) -1.7%
General Services Fleet Motive 825,171 1,101,300 1,162,100 60,800 5.5%
General Services 14,896,921 $ 16,058,399 $ 15,861,500 $ (196,899) -1.2%
Harbor Police 27,659,264 27,115,000 28,317,500 1,202,500 4.4%
Human Resources 4,459,314 5,313,601 5,110,500 (203,101) -3.8%
Strategic Management Services 2,479,444 2,201,000 2,483,100 282,100 12.8%
ADMINISTRATION GROUP 49,494,944 $ 50,688,000 $ 51,772,600 $ 1,084,600 2.1%
Miscellaneous 5,293,972 4,823,800 5,104,100 280,300 5.8%
Miscellaneous Administration Building 161,377 174,600 180,100 5,500 3.2%
Utilities 2,825,530 3,311,400 3,377,600 66,200 2.0%
OTHER 8,280,879 $ 8,309,800 $ 8,661,800 $ 352,000 4.2%
SUBTOTAL DIRECT EXPENSES 120,244217 $ 132,879,300 $ 143,673,400 $ 10,794,100 8.1%
Capitalized Expenses (2,375,911) (1,538,300) (2,142,000) (603,700) 39.2%
TOTAL DIRECT EXPENSES 117,868,307 $ 131,341,000 $ 141,531,400 $ 10,190,400 7.8%
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EXPENSE BY DIVISION/DEPARTMENT

FY 08/09 BUDGET

Harbor Police
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10% General Services
$15,861,500
11%
Gross Direct Expenses $ 143,673,400
Less: Capitalized Expenses $ (2,142,000)
= Total Direct Expenses $ 141,531,400
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