San Diego Unified Port Dvstnclg

( \ 6 Document No.
? Filed NOV 10.20%5

BPC Policy No. 120

SUBJECT: CAPITAL IMPROVEMENT PROGRAM (CIP)

PURPOSE: To establish a.policy for the orderly development or improvement of the
capital assets of the Port District through a Capital Improvement Program (“CIP
Policy”).

PREAMBLE: The Unified Port District of San Diego has a responsibility.to provide for
the orderly development and improvement of the lands and capital assets under its
jurisdiction to execute its State Tidelands Trust obligations. The Port District
acknowledges that each area of tidelands in its trust offers different Public Trust assets
and value, and that each possesses varying degrees of opportunity for development,
real estate, maritime, recreation and conservation as well as constraints.

The Port District, therefore, establishes this CIP Policy for the purpose of improving its
CIP process and results. This CIP Policy is intended to facilitate capital development
projects and budgets which are strategically cohesive, ensure clear and consistent
treatment of all proposed capital projects on the tidelands, streamline the process,
increase efficiency, reduce costs and improve outcomes.

It is the policy of the Port District to evaluate capital development projects as follows:

e To reflect sound land use and capital improvement planning principles, as well
as the strategic development, business and operational goals set by the Board of
Port Commissioners (“BPC").

e To implement the appropriate and necessary sequencing of capital improvement
projects based upon operational and business demands.

e To ensure projects given priority have a direct relationship to the establishment
or improvement of capital assets needed to facilitate upcoming priority
developments and pressing operational needs.

e To distribute the Port’s capital investments in a balanced manner throughout the
tidelands located in all of the Member Cities.

e .To advance projects that are consistent with the Port District Act and the Port’s
numerous duties and state mandates:

A) To serve as an economic engine for the region;
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B) To be an environmental steward of the bay and tidelands;
C) To provide public access to the waterfront;

D) To provide recreational and community services as specified under the
Port District Act; and

E) To ensure public safety and Homeland Security.

The CIP process will proceed as follows:

Five Year CIP Program

1. The CIP will be developed using a long-term land use planning strategy every
five (5) years. A flow chart of a typical five year process is shown in Attachment

(1).

2. The CIP project selection process should be open, inclusive, efficient and
effective by producing a program within a reasonable period of time. The
resulting CIP program should reflect the Port District’'s specific strategic goals
(COMPASS) and business or operational needs. Application forms for new
projects can be submitted by Port staff, Commissioners and representatives of
member cities. Port Tenants and other public stakeholders can propose CIP
project through Port staff, Commissioners and representatives of member cities.

Projects:

3. For consideration during the five-year CIP review process, a project proponent
will develop for each proposed on-tidelands project the following objective
assessment:

A) A project description including a statement of need for the project;

B) Identification of the specific strateglc goals (COMPASS) the prolect
addresses;

C) A financial analysis of the costs of the project, the availability of grant
funding, matching funds, or other District funds (i.e., a CIP project could
also potentially receive funding from the Maritime Industrial Impact Fund),

as well as any expected return on investment (“ROI") - including
operational costs, maintenance costs, and life-cycle costs - of the
project;

D) An analysis of any anticipated non-monetary public benefits of the project;

E) An explanation of the project's compatibility with existing, related
development projects both on and off-tidelands (including non-Port District
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development projects);

F) A rational assessment of the need for the timing of the improvements, and
an explanation of the appropriateness of the timing of the investment;

G) An explanation of how the project implements or facilitates the
implementation of the Port Master Plan or other approved plans; and

H) An analysis of the project’'s potential to create future economic benefit or
impact if no immediate economic benefit is identified.

4. [Intentionally Omitted: The Maritime Terminal Impact Fund previously discussed
in this section has been revised and relocated to a standalone Policy No, 773]

5. Where a proponent proposes a CIP project, the Port District must receive the
proponent’s completed information regarding the project at least 120 days before
the BPC begins its five year review of the CIP. Once this information is received,
an objective Port Staff assessment of the project including the factors set forth in
section 3 will be prepared.

6. The proposed list of CIP projects, along with the proponent’s information and
Port Staff's assessment, shall be made publicly available at least 10 days before
a CIP workshop or BPC meeting in which the CIP program will be considered.

7. Proposed CIP projects will be evaluated and ranked based on factors set forth in
section 3 and the following criteria (in no particular order). Port Staff shall attach
the proposed projects evaluation and ranking, including the proponent’s
information, to the BPC as part of the annual CIP process described in section 8
of this policy:

A) Contribution to the Port’s strategic goals (COMPASS);
B) Adherence to Port objectives and the Port District Act;

C) Represents a balanced distribution of the Port District's proposed capital
investment throughout the tidelands and Member Cities;

D) Capacity to produce revenue and to enhance local and regional economic
growth; and

E) Capacity to provide non-monetary public benefits.

Annual CIP Reviews

The annual CIP reviews will focus on review of existing projects in the approved CIP.
Working through a staff committee, staff will review the existing CIP to determine
recommendations for existing projects (such as remain funded; be postponed, delayed
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or removed; or added back into the CIP list if previously removed). New projects will be
considered for funding during the annual reviews only when new funding is available, as
defined below. A flow chart of a typical annual review process is shown in Attachment

(2).

8. The procedure for the annual reviews shall be as follows:

A .

For the annual reviews, an additional set of project filters will be applied to
evaluate the status of existing projects. An example list of project filters is
included in Attachment (3). Filters applied to the existing projects may be
modified from time to time based upon Board direction.

Existing projects will not be re-ranked against each other during the
annual reviews. The project filters will be applied to determine if projects
remain on the list, are removed from the list or deferred for future
consideration. If projects are removed or deferred, any remaining funding
balances will be reallocated to the CIP Reserve. Projects deferred will
remain in the CIP until the Board removes the project from the CIP. The
Board may elect to remove an existing project from the CIP at any time.
The project filters applied to existing projects can be used as guidelines
for the Board’s determination to remove projects.

During the annual reviews, additional funding may be recommended for
continuation of existing approved projects as determined by the CIP staff
committee.

With respect to funding for new projects, each spring prior to the fall
workshop, there shall be a determination made by District staff regarding
availability of additional funding for CIP.

Provided that the CIP is fully funded, annually at the April Board meeting,
the Board will determine the amount of funding available for new CIP
projects and the subsequent decision to solicit project application forms
for consideration at the following fall CIP workshop.

Application forms for new projects may be submitted for the annual CIP
reviews by Port staff, Commissioners and Member Cities. Forms must be
received by July 15th of each year for consideration for the fall CIP
workshop.

For new projects, application forms shall be prepared in accordance with
section (3).

New projects will be evaluated based upon criteria in sections 3 and 7
(pages 2 and 3) above. Proposed new projects must meet both criteria
7(A) and 7(B) and at least one of the criteria 7(C), 7(D), or 7(E). Projects
which do not meet the criteria as described will not be considered for
funding during that year’s annual review. New projects which are found to

BPC Policy No. 120 Page 4 of 7

V)
o
%1
g
W

=

Page 4 of 17 A

]

o 8
SEE

a‘



Page 5 of 17 A

meet the initial criteria will be reviewed for funding recommendation and
will be ranked through the staff committee reviews. BPC will determine
which new projects will be funded by the CIP.

I For the annual reviews, the proposed list of CIP projects (new and
existing), shall be made publicly available at least 7 calendar days before
the CIP. workshop or BPC meeting in which the CIP program will be
considered.

Out of Cycle Requests

9. Out of cycle requests are defined as requests for modifications to the CIP which
arise between the fall CIP workshops.

Out of cycle requests may be considered by the Board for the following
situations:

I. Additional funding needed to complete approved CIP projects in progress,

il Unplanned projects as defined in Board Policy No. 080, Unplanned Work
Consideration,

iii. Opportunities for grants that require matching funds or to position the
District to receive grants,

iv. Member City requests for re-prioritization of funds among existing
approved projects which require no additional CIP funding and where
there is a business reason for consideration as an out of cycle request

Out of cycle requests will be reviewed by the staff committee and if
recommended to move forward will proceed to the Board as soon as practical.

10.Funding for CIP projects will be established by the Executive Director consistent
with the BPC-adopted budget. Funds for new CIP projects will be placed in a CIP
Reserve at the end of each fiscal year based on available
unrestricted/undesignated reserves. Once in the CIP Reserve, the funds can be
allocated to projects in the five-year plan in accord with the procedures set forth
above.

CIP projects may be phased such that the completion of a phase of the project
results in a complete and usable product even if the project in its entirety is not
complete.

11.[Intentionally Omitted: The Maritime Terminal Impact Fund previously discussed
in this section has been revised and relocated to a standalone Policy No, 773]

12.Reporting to the Board: ‘

The CIP budget once approved by the BPC shall constitute direction from the
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BPC regarding Port District administration of the program. The Executive
Director will update the BPC periodically on the execution of the approved CIP
program, and may propose on an individual basis, consistent with the objectives
and analysis identified above, additional projects for BPC consideration and
approval. If new or additional information is discovered during the
implementation of an approved CIP project that makes the implementation of the
project infeasible or impractical, then this information will be reported promptly to
the Board.

13. CIP Contingency:

As a recommended guideline, when the Board approves new funding for the
CIP, the Board may approve an additional funding amount for a program
contingency. The program contingency will be used for unforeseen conditions
during the execution of CIP projects. The budgeting guidelines for the program
contingency amount will be based on a percentage of the total program budget
per the following table:

Guidelines for Program Contingency Amount - Table 1

Total CIP Program Budget Program Contingency Amount
Less than $25 million 12%
Greater than $25 million, and 10%
Less than $50 million
Greater than $50 million 8%

At the completion of a CIP project, any funds remaining in the approved CIP
budget will be reallocated to the CIP Reserve account. Reserve funds are
available for allocation to existing or new CIP projects at the discretion of the
Board. Reallocation of funds from CIP Reserve to any individual projects will
require Board approval in accordance with this policy as well as other applicable
policies including Board Policy No. 090, Transfer Between or Within
Appropriated Items in Budget.

14. Notwithstanding any other provision of this policy, the annual funding for the CIP
may be changed or otherwise suspended from time to time if the BPC makes a
finding that, because of a fiscal emergency there is an established need for all or
part of these funds to be expended for the repair, operation, maintenance or
development of Port District infrastructure critical and paramount to the operatlon
of the Port District.

For purposes of this provision, “fiscal emergency” means an extraordinary
occurrence or combination of circumstances that was unforeseen and
unexpected and which requires immediate and sudden action of a drastlc but
temporary nature.
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Attachment (1): Flow chart — typical five year CIP process (EXAMPLE)
Attachment (2): Flow chart — typical annual CIP process (EXAMPLE)

Attachment (3): Project filters for annual reviews (EXAMPLE)

RESOLUTION NUMBER AND DATE: 2015-138, dated October 21, 2015 (Supersedes
BPC Policy No.120, Resolution 2015-28, dated April 14, 2015; Resolution 2015-25,
dated March 10, 2015; Resolution 2014-45, dated March 4, 2014; Resolution 2011-45,
dated April 12, 2011; Resolution 2008-116, dated July 1, 2008; and Resolution 82-13,

dated January 5, 1982)
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Attachment (1) s
Capital Improvement Program (CIP)

5 Year-Process Used in 2012-Per Board Policy 120 (Example)
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Attachment (2) L
Capital Improvement Program (CIP)

Annual Review (Example)

New Project

Filters Applied
#1, #2, #3, & #4 ‘
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Attachment (3)

Capital Improvement Program Filters for Project Reviews

Project Filters 1- Go Forward

Under Construction

ET-EIV [T dEIRe N [EVGLEMN There is a legal or contractual obligation
related to the project.

Regulatory Mandate Or Permit
Requirement

Public Safety Or Homeland Project will enhance protection of public
Security safety and/or Homeland Security.

Operational Necessity

1of4
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Capital Improvement Program Filters for Project Reviews

Project Filters 2-Continue Stay Funded

Implements Approved Plan Or
Board Direction

Revenue Generating Project is estimated to generate a
Return on Investment (ROI).
Short Payback Period . _

Public & Or Stakeholder There is a stakeholder expectation
Expectation surrounding the completion of the
project that has been confirmed
through Board action or direction.

Grant or Outside Funding
Potential

Project That Has Obtained Project has obtained entitlements
Entitlements necessary to implement project
through design and construction.

20of4
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Capital Improvement Program Filters for Project Reviews

Project Filters 3- Postpone/Delay/Remove

New Information/Infeasible

Changes In Applicable Laws, Projects for which new laws, regulations
Regulations Or Contractual or contractual requirements render
Requirements them infeasible as scoped.

New Funding Source

Blocked Or Stalled Projects which have been blocked or 7
stalled and implementation as planned
is no longer feasible.

Removal Requested By
Proponent

30of4
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Capital Improvement Program Filters for Project Reviews

Project Filters 4- Back on the List

Changes Which Warrant
Reconsideration

Change In Litigation Status

Resolution of pending or ongoing
litigation will permit project to proceed.

Reasons Put “On-Hold” Resolved

Project Proponent Request Request was received to reconsider

Reconsideration project previously removed from CIP
list.
40f4
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(4)
REFERENCE
COPY

RESOLUTION 2015-138 - 64143

RESOLUTION (1) REMOVING B STREET
TERMINAL BAGGAGE FACILITY (PRE-DESIGN)
PROJECT FROM THE FY 2014-2018 CAPITAL
IMPROVEMENT PROGRAM AND TRANSFERRING
$200,000 IN REMAINING FUNDS TO CAPITAL
IMPROVEMENT PROGRAM CONTINGENCY; (2)
APPROVING ALLOCATION OF $6.2 MILLION OF
THE DISTRICT'S UNDESIGNATED CASH AND
INVESTMENTS TO THE FY 2014-2018 CAPITAL
IMPROVEMENT PROGRAM BUDGET TO FULLY
FUND THE PROGRAM; (3) APPROVING AND
FUNDING THE COMPRESSED NATURAL GAS
FUELING STATION MARKET ANALYSIS, B
STREET PASSENGER EFFICIENCY
IMPROVEMENTS, - LIGHTING FOR CESAR
CHAVEZ PARK, AND CESAR CHAVEZ PARK PIER
ACTIVATION PROPOSED PROJECTS INTO THE
CAPITAL [IMPROVEMENT PROGRAM, AND
INCREASING THE FY 2014-2018 CAPITAL
IMPROVEMENT PROGRAM BUDGET BY $1.49
MILLION TO FUND THESE PROJECTS; (4)
APPROVING AMENDMENTS TO BOARD POLICY
NO. 120 CAPITAL IMPROVEMENT PROGRAM FOR
MODIFICATIONS TO THE AVAILABLE FUNDING
DETERMINATION FOR THE SOLICITATION OF
PROJECT APPLICATIONS, AND ADOPTING
GUIDELINES FOR A CAPITAL IMPROVEMENT
PROGRAM CONTINGENCY; AND (5) APPROVING
AMENDMENT TO BOARD POLICY NO. 90
TRANSFER BETWEEN OR WITHIN
APPROPRIATED ITEMS IN BUDGET, FOR
MODIFICATIONS REGARDING TRANSFERS
BETWEEN FISCAL YEARS WHERE THERE ARE
NO CHANGES TO THE TOTAL APPROVED
PROJECT BUDGETS '

WHEREAS, the San Diego Unified Port District (District) is a public
corporation created by the Legislature in 1962 pursuant to Harbors and
Navigation Code Appendix I, (Port Act); and
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WHEREAS, BPC (Board of Port Commissioners) Policy No. 120 waé‘

established for the orderly development and for the improvement of the capital
assets of the District through a Capital Improvement Program (CIP); and

WHEREAS, at the CIP Workshop held on October 21, 2015, staff made
several recommendations to the Board related to the CIP: (1) remove B Street
Terminal Baggage Facility (Pre-Design) Project from the FY 2014-2018 CIP and
transfer $200,000 in remaining funds to CIP contingency; (2) approve allocation
of $6.2 million of the District's undesignated cash and investments to the FY
2014-2018 CIP budget to fully fund the program; (3) approve and fund, the
Compressed Natural Gas Fueling Station Market Analysis for $200,000, and B
Street Passenger Efficiency Improvements for $1,000,000, Lighting for Cesar
Chavez Park for $180,000, and Cesar Chavez Park Pier Activation for $110,000
proposed projects into the Capital Improvement Program, and increasing the FY
2014-2018 Capital Improvement Program budget by $1.49 million; (4) approve
amendments to Board Policy No. 120 Capital Improvement Program for
modifications to the available funding determination for the solicitation of project
applications, and adopt guidelines for a CIP contingency; and (5) approve
amendment to Board Policy No. 90 Transfer Between Or Within Appropriated
ltems In Budget, for modifications regarding transfers between fiscal years where
there are no changes to the total approved project budgets.

NOW THEREFORE, BE IT RESOLVED by the Board of Port
Commissioners of the San Diego Unified Port District, that the B Street Terminal
Baggage Facility (Pre-Design) Project is removed from the FY 2014-2018 CIP
and transfer of $200,000 in remaining funds to CIP contingency is approved.

BE IT FURTHER RESOLVED, that the allocation of $6.2 million of the
District’'s undesignated cash and investments to the FY 2014-2018 CIP budget to
fully fund the program is approved. :

BE IT FURTHER RESOLVED, that the (1) Compressed Natural Gas
Fueling Station Market Analysis, (2) B Street Passenger Efficiency
Improvements, (3) Lighting for Cesar Chavez Park, and (4) Cesar Chavez Park
Pier Activation Projects are added to the CIP, and the FY 2014-2018 CIP budget
is increased by $1.49 million to fund these projects.

BE IT FURTHER RESOLVED, .that Board Policy No. 120 Capital
Improvement Program is hereby amended as directed by the Board to make
modifications to the available funding determination, for the solicitation of project
applications, and adopt guidelines for a CIP program contingency, a copy of
which is on file with the Office of the District Clerk.
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BE IT FURTHER RESOLVED, that Board Policy No. 90 Transfer Between
Or Within Appropriated Items In Budget, is hereby amended to make
modifications regarding transfers between fiscal years where there are no
changes to the total approved project budgets, a copy of which is on file with the
Office of the District Clerk.

APPROVED AS TO FORM AND LEGALITY:
GENERAL COUNSEL

g~

By: Assistant/Deputy
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PASSED AND ADOPTED by the Board of Port Commissioners of the
San Diego Unified Port District, this 21% day of October, 2015, by the following
vote:

AYES Bonelli, Castellanos, Malcolm, Merrifield, Moore, Nelson, and Valderrama

EXCUSED. None.
Dan Malcolm, Chalrman

ABSENT: None.
ABSTAIN: None.
Board of Port Commissioners

ATTEST:

Timothy A. Deuel
District Clerk

(Seal)
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