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|. Executive Summary

OUR VISION:

The Port of Long Beach is a world leader in goods movement, environmental
stewardship, and economic prosperity

The Port of LoondgtraiBheyear bf dauiblesdigit cargo gains is a positive sign
that the nation is beginning to slowly recover from its worst economic recession in the last
seventy-f i ve year s. T h e Pdeedging, staterofithreea operatimgttesmingals)
superior customer service, excellent road access, and cargo rail service through the
Alameda Corridor and Intermodal Container Transport Facility, will continue to spur job
growth and economic activity throughout Southern California.

The first six months of FY 2011
continued a trend of year-over-
year  containerized  cargo
volume growing at 15%, with
revenue growing 10%.
However, the Port anticipates
the growth to slow down and
has budgeted a moderate
2.8% increase in operating
revenue for FY 2012 as
compared with the FY 2011
estimate.

Challenges remain, as the Port

continues to compete for its

share of t he i nd
; discretionary cargo as other

Ports strive to divert business to their own facilities. With the expansion of the Panama

Canal in 2014, development and channel deepening projects at the East Coast and Gulf

Ports, as well as the growth of the Prince Rupert Port in British Columbia, this competition

will only continue to increase.

Port management is attuned to these industry changes and is in constant contact with
existing and potential customers. Marketing programs designed to bring incremental cargo
to the Port are continually being evaluated as to whether they can be successfully applied to
promot e t higue |lBcationt addsbenefits. Critical to this success, the Port needs to:

¢ Increase cargo throughput
e Maximize revenue through enhanced marketing programs
e Continue to prudently manage expenditures
e Invest in infrastructure to provide more efficient and technologically advanced
facilities
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The Port constantly and critically
reviews its operations. This was
especially the case when
management focused on the need to
reduce operational expenses when
revenue began to slip in late FY
2008. In FY 2012, the Port
Operations expense budget was
reduced by 7%. This was after it was
reduced 12% for FY 2011, and 4%
for FY 2010.

The slight 2.1% increase in
headcount is needed to support the
proposed  Capital Improvement
Program which remains t h e P
primary response to global
competitive  pressures and in
anticipation of further economic '
recovery. These Capital Expenditures are budgeted to increase in FY 2012 to $630 million,
supporting more than 6,000 jobs within the region.

Additionally, in FY 2012 the Port will continue to benefit from its FY 2010 restructuring of
$369 million in public debt that resulted in lower interest expenses. This was primarily
through a benefit allowed via the American Recovery and Reinvestment Act (ARRA) of
2009. This re-financing produced a net present value savings of $24.4 million.

The Port is committed to managing its internal operations effectively and demonstrating
continued progress toward the long-term goals of its Strategic Plan:

Environmental Stewardship

Safety and Security

Community, Industry and Government Relations
Infrastructure and Transportation

Trade and Commerce

Financial Strength

Organizational Effectiveness

A

These seven strategic objectives reflectt he Por t 6 s o n tpadhievingits gokls. gat i on
The FY 2012 budget is a continuation of the financial plan that commits the resources to

achieve them. The proposed Budget totals $840 million, up approximately $184 million, or

28.1% percent, from the FY 2011 budget. Thi s i ncrease is due enti |
investment in its long-term capital investment program including The Gerald Desmond

Bridge and Middle Harbor projects.

As in past years, the proposed Budget relies on no taxes and is 100 percent supported by a
combination of Port-related revenues and existing funds. FY 2012 Container Terminal
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Revenue, which makes up 76% percent of total Operating Revenue, is anticipated to be up
approximately 3.3% compared to the FY 2011 estimate.

Interest income, will continue to be low as the Port uses its cash balances to internally fund

capital proje c t s, and because of F e d encoarbge R lew iateraste 6 s p o |
rate environment. In addition, the City has directed Oil Revenues to be allocated to the

Tidelands Fund.

A new public debt issuance of approximately $300 million is planned for FY2012 which will
make funds available to financet h e P o r t exgendituee prograal This will be the first
of several general debt issuances, over the next few years, that will total about $1.5 billion.
Figureslandllont he f ol |l owi ng pages summari ze the Porto

¢ i | ey
.h«m;’ % TN

With slow, but steady business growth projected to continue, and billions of capital projects
on the drawing board, the role of the Port as a major contributortot he r eginamctdés eco
growth appears assured.
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FIGURE I-A

Sources of Funds: FY 2012

Harbor Funds
9%

Operating
Revenue
42%

New Debt
36%

Non-Operating
Revenue
1%

Revenue From
Other Agencies
13%

FIGURE I-B
Sources of Funds ($000): Budget To Budget Comparison
FY 2012 FY 2011 Percent
Budget Budget Change Change
Operating
Revenue 347,899 331,417 16,482 5%
Non-Operating
Revenue 9,248 14,597 (5,349 -37%
Revenue From
Other Agencies 110,321 46,667 63,654 136%
Total Revenue 467,468 392,681 74,785 19%
New Debt
Issuance 300,000 - 300,000 N/A
Harbor Funds 72,350 262,796 (190,447 -72%
Total 839,818 655,477 184,340 28%
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FIGURE II-A
Uses of Funds: FY 2012
PersonalServices  Non-Personal

5% Services
8% cTP

1%
DebtService
10%
Captal Outlay
76%
FIGURE II-B
Uses of Funds ($000): Budget To Budget Comparison

FY 2012 FY 2011 %

Budget Budget Change Change
Personal
Services 44,302 43,488 813 2%
Non-Personal
Services 80,039 90,247 (10,208 -11%
Clean Truck
Program 5,108 7,698 (2,590 -34%
Debt Service 80,414 112,136 (31,722 -28%
Capital Outlay 629,955 401,908 228,049 57%
Total 839,818 655,477 184,342 28%
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Il. STRATEGIC ALIGNMENT OF GOALS AND RESOURCES

ENVIRONMENTAL STEWARDSHIP

Goal: Implement practices that minimize or eliminate the environmental impacts and
health risks of Port operations and development

In FY 2012, the Port will continue to fund a number of industry-leading projects and

programs to fulfill its commitment to be one of the most environmentally friendly seaports in

the world. The FY 2012 Budget will allocate $104 million to environmental infrastructure

projects and other programs aimed at improving air and water quality, cleaning soil and
undersea sedi ments, protecting wildlife habital
benefit of future generations. In FY 2012, more than $9.2 million will be spent on the Clean

Air Action Plan (CAAP), including over $5.1 million on the Clean Trucks Program.

Clean Air Action Plan (CAAP)

In November, 2006, the respective boards of the ports of Long Beach and Los Angeles

adopted the CAAP. This landmark plan was developed jointly with the Port of Los Angeles,

in cooperation with the U.S. Environmental Protection Agency (USEPA), California Air
: Resources Board (CARB) and the

South Coast Air Quality

Management District (SCAQMD).

The CAAP commits both ports to
reducing harmful air pollutants and
reducing associated health
impacts to the local communities.
The CAAP addresses all port-
related emission sources 1 ships,
trains, trucks, terminal equipment
and harbor craft T with individual
strategies that target each source.
The CAAP was updated in 2010,
and established long term goals
for emissions and health risk
reduction, including a goal of 85%
reduction in health risk associated
with port-operations by 2020, compared to 2005 conditions.

Clean Trucks Program

In FY 2008, one of the first major components of the CAAP, the Clean Trucks Program
(CTP), was launched. The CTP is by far the boldest effort ever undertaken to reduce truck-
related emissions by replacing or retrofitting thousands of short-haul (drayage) trucks
serving the Port complex to make them compliant with the higher 2007 EPA emission
standards. On October 1, 2008, all pre-1989 trucks were banned from entering Port
terminals. On January 1, 2010, the second truck ban occurred, preventing all pre-2004
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trucks not retrofitted from entering the
Port. As a result of this second ban, the
majority of older trucks were replaced
with clean trucks 71 including Port-
subsidized trucks which mostly use
LNG. By the first half of 2011, 93% of
all of the truck trips made to the Port,
were made with 2007 or newer model
year trucks. This participation rate
shows that the Port is well on its way to
achieving its goals for the CTP. As with
previous  years, revenues  and
expenditures specific to CTP
implementation are reflected in the
proposed Budget. In FY 2012, CTP
revenue is expected to total $1.6
million, mainly as a result of the final
truck ban on January 1, 2012, and that most truckers serving the Port are now compliant.

Green Flag Program

In addition to reducing emissions from trucks, in FY 2012 the Port will continue to work with
its customers to reduce ship emissions as part of its pioneering Green Flag voluntary vessel
speed reduction program. This program has been tremendously successful, with significant
support by the shipping line operators. In the early part of 2011, 97% of the vessels calling
at the port volunteered to slow down their vessel speed within 20 nautical miles of the port,
and 82% of the vessels slowed down within 40 nautical miles. In 2009 alone this program
led to over 1,400 tons of nitrogen oxides (NOXx) reductions, over 400 tons of sulfur oxide
(SOx) reductions, over 70 tons of diesel particulate matter (DPM) reductions, in addition to
that of other pollutants. The cost of this
program in FY 2012 is estimated to be $2.85
million.

Shore-to-Ship Power

Al so known-i raocsni fingdoksdips hor e
power allows ships to plug into electrical

power while at berth, thus eliminating a
significant amount of harmful diesel
emissions that previously resulted from

running auxiliary engines while at berth. The

Port has completed cold ironing projects for

container ships on Pier G, tanker ships on

Pier T, and on additional berths at Pier C.

The FY 2012 Budget includes a total of $59.1

million to be spent on design and/or
construction  of  shore-to-ship power
infrastructure on Piers A, G, J, and T. The
totalexpecte d cost f oGoldbkonieg Por t 6 :
program is projected to exceed $200 million.
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Water Resources Action Plan (WRAP)

In August 2009, the ports of Long Beach and Los
Angeles adopted the Water Resources Action Plan
( WRAP) , which outlines
programs and strategies for maintaining and
improving harbor waters. In support of this effort,
the Port has budgeted $1.7 million to implement
water quality programs. The Port will continue to
support the tenant storm water program, and will
also be launching a comprehensive Litter Control
Program which will include an education and
outreach campaign targeted at those that work in
the Port, along with efforts to prevent trash from
accumulating on land and in the water. The Port
will also be continuing efforts to identify new
technologies and pollution prevention techniques
to reduce water pollution. In addition, the Port will
be dedicating significant resources to working with
water quality regulatory agencies on the
development and implementation of the Total
Maximum Daily Loads (TMDL) for the harbor
sediments. This will include conducting special
studies to gain a better understanding of the water
guality and sediment in the harbor and the links to the health of the harbor ecosystem.

Green Infrastructure

In FY 2012 the Port will invest more than $74.1 million to continue developing shore-side
electrical power (cold-ironing), increase on-dock rail, remediate contaminated land, and
implement other projects on several of its major terminals in order to achieve its ambitious
environmental goals.

Project Mitigation Funds

To further reduce the air quality and noise impacts of port-related projects, the Port will

administer a grant program that will award funds to local programs through a competitive

application process. The Middle Harbor Redevelopment Project alone is contributing $5

million to the Schools and Related Sites Program and $5 million to the Healthcare and

Senior Facilities Program Projects. An additional $5 million will be contributed to the GHG

(Green House Gases) Emission Reduction Program Guidelinet o hel p miti gate th
specific and cumulative GHG impacts. Spending on all these projects will total $1.5 million

in FY 2011, and the balance $13.5 million in FY 2012.

Other Projects

The Port has budgeted over $2.5 million in FY 2012 for on-going support of new, clean
technologies under the Technology Advancement Program (TAP). This includes nearly

$500,000 for planning, reporting and technology development for the reduction of
Greenhouse Gases; and $10 million in fundingt he Port és partnership wi
and local citizen groups for future wetlands restoration projects.

¥
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SAFETY & SECURITY

Goal: Enhance safety and security within the Port and address impacts on the
surrounding community in collaboration with outside agencies

1 ™ w ~ Safety and security are top priorities

.J : at the Port, as is working closely

# with stakeholders to plan and
coordinate  security  measures.
Securing this valuable national
asset is a complex activity. The FY
2012 Budget includes over $41.6
million to enable the Port to meet
the ongoing challenge of
maintaining a safe and secure port
complex. Projects of note receiving
funding in FY 2012 include:
maintaining maritime domain
awareness through the Joint
Command & Control Center,
providing continued support for the City of Long Beach Police and Fire Departments, and
developing and deploying physical security systems.

Police and Fire Support

The proposed Budget includes $19.0 million to pay for services provided by the Long Beach
Police, Fire, and Marine Safety departments, all of which are key partners in ensuring a safe
and secure Harbor District. In addition, in 2009 the Port entered into a Memorandum of
Understanding with the Long Beach Fire Department to study and fund two new fire stations
and two new fireboats. The fire stations are part of the Middle Harbor project currently under
development and $1.4 million is included in the FY 2012 budget for this effort. Funding for
fireboat design and construction was obtained through the Department of Homeland
Securityd €DHS) Port Security Grant Program (PSGP).

Fire Stations and Fire Boats

To enhance t he P o rsafebysandcsecunity,idesigre s stattenl in 2011 on
replacement of Fire Stations No. 15 on Pier F (as part of the Middle Harbor project) and No.

20 on Pier D (under the Gerald Desmond Bridge). In 2010, the Port and the Long Beach

Fire Department (LBFD) signed an agreement to replace these two fire stations as well as

the two aging LBFD fireboats, Liberty and Challenger. The Port is committing over $80
million to significant | safetyeraspanse capabiRiesrweghinDhep ar t me
Harbor District.
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FIGURE Il
Police and Fire Support: FY 2008 - FY 2012
Police Fire
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Port Surveillance Systems
With the assistance of Federal Port I T
Security Grant funding, the Port has
developed and implemented
sophisticated security technology systems
that provide enhanced maritime and land-
side domain awareness and enable
information sharing and coordination with
port security partners. Several systems
implemented in FY 2011 included an
underwater sonar detection system, and
an enhancement of the security fiber optic
network. The 2012 Budget includes
funding to support the operation and
maintenance of these security systems,
expansion of closed circuit camera
capabilities and the fiber network, as well
as planning and coordination of port
security assets and resources.
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Physical Security Enhancements

The Port operates in an open environment in which public activities such as recreational
boating, fishing, and diving share the same waters as mega-cargo vessels, petroleum
vessels, and cruise ships. Additionally, while the Maritime Transportation Security Act
requires marine terminal operators to secure their facilities, the roadways leading up to
these marine terminals are public. For FY 2012, the Port proposes to spend $7.7 million to
enhance physical security throughout the Harbor District -- including improved lighting,
fencing, barriers, and security systems.

Security Grants

The Port has been very successful in securing almost $120 million in grant funding since
2002. These awards have been instrumental in funding physical security systems and
infrastructure improvements, emergency management and business continuity equipment,
and in funding support for inter-agency assessment, planning, coordination and
preparedness activities. Staff will continue to seek multi-source funding for Police, Fire, and
Port Security so that the Port and its public safety partners will continue to have access to
state-of-the-art security technology.

FIGURE IV

Cumulative Grant Funds Received: FY 2002 i FY 2011
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COMMUNITY, INDUSTRY, & GOVERNMENT RELATIONS

Goal: Engage the community, international trade industry, elected officials, and
government agencies to build positive relationships that foster mutual
understanding

The Port works with a large and
diverse group of stakeholders,
from the local community and
businesses, to neighboring areas
and municipal governments, to
international  businesses and
State and Federal agencies.
Awareness, communication, and
mutual understanding are the
keys to building  positive
relationships with these diverse
groups. The proposed Budget
includes $10.9 million in funding
t o promote the
and commercial interests,
educate  stakeholders, and
support community events in and
around Long Beach.

Education
The Port in FY 2012 is committed to help develop the next generation of maritime industry
leaders and innovators by helping students further their educations, consistent with the
Port 6 s mi s si o n Thia mdudes aohtimweng its partnership with the Long Beach
Unified School District by helping to create port-related lessons in international trade and in
high school and middle school mathematics. These lessons are distributed at no charge to
teachers in Long Beach and across
the nation. For Long Beach schools,
the lesson plans will be combined
with Port tours and classroom visits
by Port staff. The FY 2012 budget
also proposes funding to continue
student internship opportunities in the
maritime  industry, through a S
partnership with Long Beach City
College and the Pacific Gateway
Workforce Investment Network.

In FY 2012, the Port plans to fund
nearly $60,000 in scholarships.
Since 1993, 243 Long Beach area
high school seniors majoring in a
host of port-related fields, such as engineering, international trade, and environmental
science, have been awarded nearly $400,000 in college scholarships.
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Community and Media Outreach

Community outreach and engagement efforts designed to help educate the public and
create awareness about the importance of port operations will continue in FY 2012 with
ongoing presentations to community and civic groups, along with active participation in
community festivals, parades and other events.

The Port will be celebrating its Centennial Anniversary throughout calendar year 2011, with

some events and activities in FY 2012. In the upcoming year, it will continue to expand its

ability to reach the community with live and archived webcasts of Port meetings and events.

The FY 2012 budget al so cont i nu enslti-meda ofitreachd activiteg Por t 6
including the newsletter Re:Port and the cable television program fPulse of the Port, 6 a's

well as many interactive web and social-media efforts.

The Port has worked diligently to explain its programs and operations to the public both
directly 7 through in-person presentations and interactive online platforms i and via the
local, national and business media. In FY 2012 these efforts will continue as the Port moves
forward with the construction of the nearly $1 billion Gerald Desmond Bridge replacement,
construction of Middle Harbor, environmental hearings for a proposed development at Pier
S, and many other environmental and development initiatives.

The FY 2012 budget includes approximately half a million dollars for the continued support
of local community events. In prior years, these included noteworthy events such as the
Long Beach Sea Festival, the Toyota Grand Prix of Long Beach, and community events
including the Belmont Shore Christmas Parade and the Martin Luther King Jr. Day Parade.
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SBE/VSBE Program

The Port of Long B e ac h 0 dses §3BE)IVery Inals Busimesss Ent e
Enterprises (VSBE) program promotes the participation of SBEs and VSBEs on Port
contracts and procurements by setting annual, Port-wide SBE/VSBE goals as well as
contract-specific SBE/VSBE goals on applicable construction and professional services
contracts and bureau-wide and/or division-wide goals on applicable purchases. Since 2004,
more than $160 million has been paid out to SBEs and VSBEs via prime contracts,
subcontracts, and/or purchase orders. All participating Port bureaus met or exceeded the
FY 2010 combined SBE/VSBE goal of 25%. In FY 2012, the Port will again reach out to
small and very small businesses in all professional fields in order to ensure that Port
contracts and procurement dollars are awarded to large and small firms alike.

INFRASTRUCTURE & TRANSPORTATION

Goal: Provide infrastructure for an efficient and modern seaport complex and
promote innovative solutions for the environment

The economic conditions projected for the next few years make it increasingly important to
improve cargo movement efficiency and hold down costs. The Port plans to invest $630
million in FY 2012 in its infrastructure to ensure that it remains competitive as a preferred
gateway for goods movement. With increasing competition, facility upgrades will continue
to be a top priority in FY 2012.

FIGURE V
FY 2012 FY 2011
Budget Estimate
Environmental
Projects 86,663 19,251
Middle Harbor
(Piers D/IE/F) 231,267 63,240
Pier G 27,744 10,665
Security Projects 16,227 16,481
Maintenance/Admin
Building 31,087 116,008
Gerald Desmond
Bridge 108,848 49,790
Streets, Bridges &
Rail 35,076 6,615
fi%\!( Port of
. 2 LONG ‘BEACH
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Major Capital Projects

The Portds investment i nrtatioo dfeastroctufe targets effidiencg s an d
gains and cargo growth while managing to mitigate harmful environmental effects and
community impacts. As always, security and the safety of the public will remain an

i mportant part of the Portds over athelmore thdnr ast r u
$4.4 billion the Port plans to invest in local projects during the next ten years, including

$630 million in FY 2012, will stimulate the economy by creating thousands of direct
construction jobs and indirect service and commercial opportunities. Significant projects

planned for FY 2012 include the Middle Harbor Redevelopment Project, new fire
stations/fire boats projects, the Pier G terminal redevelopment project, four separate shore-

to-ship power projects, several rail improvement projects and the Gerald Desmond Bridge
replacement project.

Middle Harbor Development
The Middle Harbor Redevelopment

Project is a 10-year approximately $1.2 —
bilion modernization of the shipping :

terminals on Piers D, E and F. The project e e (N
will consolidate Piers D, E, and F into a Iz L~ 3
single, modern, 345-acre container = — SR

terminal. The project will add on-dock rail
capacity, thus shifting approximately 32% |
of cargo movement from trucks to
locomotives and hence reducing truck
trips and harmful emissions. Shore-side
electrical power and deeper channels will
accommodate the next generation of
i g r eships.0 The new terminal has been

designed to move twice the amount of %

cargo that is moved through the current ¥ &N 4
facilities. The first Middle Harbor project, Wf \ S
the Wharf and Backlands Phase One Ef& = N
redevelopment project, began construction i 2

in 2011.

The Middle Harbor EIR was approved in 2009. With the program in full swing, seven
projects are expected to be in construction in 2012. Over the projected 8 year construction
period, this program is expected to generate 14,000 permanent jobs and 1,000 construction
jobs annually.

Pier G Terminal Redevelopment

The Pier G Terminal Redevelopment Project is a multi-year, approximately $980 million

renovation of the container terminal at Pier G. By filling the slip between the former Piers G

& J, the Pier G Terminal Redevelopment Project will create a modern, integrated 270-acre

terminal. Thi s project, under t he Portds first gr
environmental mitigations and operating conditions, including shore-side electrical power

and green LEED certified buildings.
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The Pier G Terminal Redevelopment Project is being constructed in several phases.
Construction completed in 2011 includes the North Slip Dredge and Fill project, the North
Rai | Yard Renovation, whi lcépacityrboy85% arxd¢hd PiarG& t er mi
J East Terminal Power Infrastructure, which will power terminal operations and the shore-to-
ship power facilities. The ITS Operations Building, designed for LEED® Silver certification,
was also completed in 2011. During construction, enough additional points were achieved
to pursue LEED® Gold certification. When successful, this will be the first LEED® Gold
buil ding in the Port 6 s C@rerglye underBoorsttuctionnage ther o gr a m
administration building, the maintenance and repair buildings complex and the shore-to-ship
power retrofit of the terminal s eastern berths

Shore-to-Ship Power Projects

The California Air Resources Board (CARB) has issued a regulation requiring 50%
reduction in emissions from ships at berth by 2014, with further reduction to 80% by 2020.
Although the regulation applies to terminals and their operating companies, the Port has
committed to installing infrastructure to implement shore-to-ship power (to assist the

. [ — z — - e o S e
b T v o = . | - &
= ?h&»‘s@-”» e —— i i )

e 1
—

terminal operators in meeting the requirement). There are already four operating cold
ironing facilities in the Port, British Petroleum at Berth T-121, ITS at Berth G-232,
SSA/Matson at Berth C60-62 and Mitsubishi Cement at Berth F-208.

Gerald Desmond Bridge Replacement

The Gerald Desmond Bridge Replacement Project will replace its aging namesake with
Cal i f or rsik-lang €ablé-stayesl bridge. The EIR approval, in August 2010, enabled
the project to reach another significant milestone in 2011 when the Port received
authorization by the California Transportation Commission (CTC) to use the Design/Build

—
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project delivery method. A $200 million State Highway Operation and Protection Program
(SHOPP) grant from the State of California and the commitment of $114 million in Port
funds by the Board of Harbor Commissioners provided the final amounts needed to fully
fund the project. To meet the deadlines to commit the State funding, the CTC approved the
project as o n e firsdb flesigh/ibugd d&rtorsstraBod projects.  Design/build
contractors were pre-qualified to bid on the project in March 2011, and bids are expected to
be taken in early 2012. The new bridge will be higher to allow additional clearance for ships
and wider to ease the flow of cars and trucks using the bridge daily. Construction is
expected to begin in 2013.

NG,

-

The project budget for the Gerald Desmond Replacement is $950 million. The project is
being built in partnership with Caltrans, who will be involved in all stages of procurement,
design and construction, and will be the first cable-stay traffic bridge in California when it is
expected to be finished in 2016.

TRADE AND COMMERCE

Goal: Facilitate trade and commerce by being a world leader in goods movement
and customer service, with a commitment to sustainability and efficiency

The Portds success as an international hub f or
numerous economic benefits to the City of Long Beach, the region, the state, and the U.S.
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as a whole. For the Port, 2010 was
a year of recovery and a signal that
global economic conditions may be
improving. As the second busiest
seaport in North America, the Port |
of Long Beach in FY 2010 moved
approximately $140 billion in
goods, welcomed more than 4,800 |
vessels, and processed more than @
59 million T E Ufoat
Equivalent  Units). The Port
remains one of the largest
economic engines in Southern
California by creating
approximately 30,000 jobs in Long
Beach, 316,000 jobs in the five-
county Southern California region,
and more than 1.4 million jobs
across the U.S. This employment
generates upward of $5 billion in
local, state and federal taxes, and nearly $14.5 billion in regional wages. The Port is
committed to continuing its leadership in international trade, ensuring that the economic
benefits of goods movement continue to be a major contributor to the local, regional, state,
and national economies.

Business Development
The Trade Division uses a variety of tools to attract and retain new customers. These
include:

e Customer relationship management databases

e Extensive international promotional efforts

e Maritime industry partnerships

e Sponsorship of conferences, trade shows, exporter/importer roundtables
e Trade association affiliations

Customer Service

One of the mosti mpor t ant contributors to the Portds sut
being the cornerstone of Port operations, our customers are key partners in efforts to

implement our industry-leading environmental, security, and community outreach programs.
Tradebds efforts also include the fostering of r
about business practices that enhance the efficiency of Port operations and management.

The Port of Long Beach, as a landlord port, has the responsibility to ensure that its
customers have both the information and resources they need to move cargo in the most
effective way possible. The Board of Harbor Commissioners and senior Port staff continue
to meet regularly with its customers domestically and internationally. These partnerships
have helped Long Beach to be named for 14 of the last 15 years, and each of the last six
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years, the best seaport in North America by CargoNews Asia, a leading industry publication.
This honor, based on a poll of more than 12,500 readers, is a key success indicator of the
| evel of our customerod6s satisfaction, and
implement its industry leading programs.

Industry Outreach

In FY 2012 the Port will continue to participate and organize numerous regional events so
that its customers and the public can better understand the current state of global trade.
One such event i the annual Pulse of the Ports Conference i will bring together
representatives from the retail, trucking and shipping industries, as well as the International
Longshoreman and Warehouse Union (ILWU). Topics wi | | include th
cargo forecast, goods movement, and other trade issues that are important to the San
Pedro Bay. The Port will also continue to work closely with industry groups such as the
Agriculture Transportation Coalition, Footwear Conference, Retail Industry Leaders
Association, Intermodal Association of North America, and the Journal of Commerce Trans-
Pacific Maritime Conference.

e

Overseas Representation

The FY 2012 Budget wil/l C 0 nits overseas markeeng d¥fices.t 6 s

With the majority of ocean carriers calling on Southern California headquartered in Greater
China, Japan, Europe, South Korea, and Australia, the Port retains marketing
representatives in all of these regions to help promote strong relations with current and
potential foreign trade partners and customers. Maintaining contact with international
customers will be especially important in FY 2012, asthe Por t 6 s pgrowth ewmtihuesd
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FINANCIAL STRENGTH
Goal: Ensure that the Port is financially self-sustaining and fiscally strong

The Port of Long Beach is one of the most successful seaports in the world and revenue
remains relatively strong - despite the recent decline in trade. However, in order to ensure
that funding for major environmental, security, infrastructure, and community projects and
programs continues to be available in the future, the Port must maintain a strong fiscal
position and manage its financial resources responsibly.

Tidelands Transfer and Tidelands Oil Revenue

Consistent with the City Charter, the Board of Harbor Commissioners will consider

approving the transfer of 5 percent ($16.9 million) of Operating Revenue to the City of Long

B e a ¢ hdelandslOperating Fund (TOF)t o support criticlmFY20lldel and ¢
the Harbordidaone-t i me Adoubling upo of the transfer to
in the past practice of basing the transfer on one year old audited financial statements.

The FY 2012 budget also includes no oil revenue and assumes that the City will continue to
direct Port oil revenue to the TOF. The estimated net oil revenue going to TOF from the
Harbor will be approximately $40 million in FY 2011 and $37 million in FY 2012, using
current oil prices. Below is a graphic that depicts historical net oil revenues and compares
them to the projected net oil revenue for FY 2011 and FY 2012.

In consultation with City management, the Port has not included any Aquarium of the
Pacific debt service assistance in the FY 2012 budget. Such assistance was provided in
fiscal years 2009-2011 and totaled $14 million.

FIGURE VI
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The Port has embarked on a major capital program, with its net capital spending over the

next ten years expected to be over $4.4 billion. While cargo volumes have recovered

from the deep recession days, the Port still faces significant demands on its resources.

These include repairing and replacing aging infrastructure; funding the Alameda Corridor
Transportation Authority (ACTA) shortfall; comp
Engineering and Maintenance Standards (MOTEMS); Clean Trucks Program lease

subsidies, funding any cost over run on the Gerald Desmond Bridge, and even possible

subsidies to facilitate a Zero Emission Container Moving Systems.

ACTA Shortfall

The Alameda Corridor Transportation Authority (ACTA) is a joint venture between the Port
of Long Beach and the Port of Los Angeles. ACTA issued debt in order to finance the
construction of the corridor, which spans between the ports and downtown Los Angeles.
ACTA anticipates a shortfall in meeting its debt service obligation and administrative
expenses. The two ports are required to cover the shortfall, which is estimated at $2 million
for FY2011.

Debt

The Port continues to effectively manage its $693 million debt portfolio, with the budget
accounting for $80 million in scheduled debt and interest payments. Due to its dominant
West Coast market position, naturally deep water, state-of-the-art facilities, diverse revenue

stream, and stable finances, the Portds debt co
agenci es: Moodyods (AaZ?); St andar d allawitld staBleo or 6 s (
outlook.

The Por t 6 s FY -2rillDébt Serviaer Coverage Ratio (DSCR) is projected to be
approximately 3.0 which is well above the ratio of 1.25 required by its bond covenants. The

Port anticipates the DSCR to be 3.1 at the end of FY 2012. The Port will continue to

maintain healthy cash reserves over the next several years. However, it is anticipated that

in order to fund the Portds substanti al i nvest.
these reserves will be significantly reduced, requiring the issuance of additional debt

beyond 2012.

Financial Reporting

For fiscal 2010 the Port received a clean (unqualified) audit opinion and for the 27"
consecutive year, a Certificate of Achievement for Excellence in Financial Reporting for its
FY 2009 Comprehensive Annual Financial Report (CAFR). The Port will continue to strive to
achieve this recognition for financial reporting.
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ORGANIZATIONAL EFFECTIVENESS

Goal: Operate a safe, effective and efficient organization that fosters an inclusive,
open, and team-oriented culture.

The Portodés highly skilled and dedi cat etd oenmdsl oy
ongoing success. This is accomplished by continuing to cultivate a culture that values

employees and helps them maximize their potential. The Port invests in its staff by providing

training and development opportunities with its state-of-the-art Portwise Center for Learning,

using HR best practices for recruiting a diverse and talented staff, and implementing

policies and programs that will continue improving the quality of its professional
environment, as well as the employee work-life balance. The FY 2012 Budget illustrates the

Portdés commitment to improving its overal/l per f
this and other important ways.

FIGURE VIII

Port of Long Beach Organizational Structure
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