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Introduction

On February 23, 2015, the San Francisco Bar Pilots (SFBP) filed its petition requesting that this
Board conduct a rate hearing, as provided by California Harbors and Navigation Code Sections
1200 - 1203 and Title 7, California Code of Regulations, Section 236.1

At its regular monthly meeting, on February 26, 2015, the Board scheduled the hearing for April
1, 2015, with April 2 and 3 as additional days, if needed to complete the taking of evidence and
potentially for deliberations. Notice of the hearing date and location was issued by the Board
on February 27, 2015 in compliance with 7 CCR 236(h).

The following is provided at least 30 days before the hearing, as required by 7 CCR 236{c).

Negotiations

Prior to filing its petition, SFBP, the Pacific Merchant Shipping Association (“PMSA”) and other
industry representatives commenced negotiations with a view towards obtaining consensus on
a rate change or narrowing the issues raised by this petition. Those efforts are expected to
continue. Stipulations that may significantly reduce the time set aside for the rate hearing will
be reported to the Board when confirmed and, in any case, not later than the pre-hearing
conference required by 7 CCR 236(g).

Rates, Expenses and Pilotage Revenue - Background

The last increase in the statutory rates for bar pilotage and for ship movements and special
operations not covered by bar pilotage was in 2006.2

1. Copies of the applicable statutes and ragulations are attached in the appendix and are referred to herein as "HNC”
followed by the section number and “7 CCR 236,” respectively.

2. Inaccordance with HNC 1190{a}{1){A}, between 2010 and 2014, there were periodic adjustments to reduce har
pilotage rates when the number of pilots fell belew the autharized number of 60, and to increase those rates back to
their 2006 levels when the number of pilots again reached 60, Pursuant to HNC 119b{a}{1}{A}{iv}, that provision
became inoperative in the 4" quarter of 2014 when the number of pilots reached 60.
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In the nine intervening years, the expenses to the SFBP of providing pilot services have risen
33%, from $9.9M in 2006 to $13.2M in 2014. (Mclsaac Decl. at para. 3.} During that same
period, the Cost of Living Index for the Bay Area increased by 20.5%. (Cohen Decl. at para. 3.)

Largely as a result of variations in the number and size of ships, revenues from pilotage fees
during that same period went from $39.3M in 2006, to $34.1M in 2009 (a drop of 13%), and
gradually built back up to $39.8M in 2014, a net increase of 1.3% over that nine-year period.
{Mcisaac Decl., Exh. (B-3).}

The remaining revenue after expenses, distributed as income to the pilots, and referred to as
“net return” in the Board’s regulations {7 CCR 236(f){(2}) varied during this period by 26% - from
a high of $29.5M in 2006 to a low of $21.9M in 2010, building back up to 526.7M in 2014, a net
decrease of 9.5%. {Mclsaac Decl., Exh. B-3.}

In a rate hearing held in 2011, this Board found that pilot income in San Francisco, as compared
to income levels for pilots of the comparable ports for which information was available, was
“about in the middle.” {2011 Findings, at para. 39, attached to Mclsaac Decl. as Exh. {C}.) Yet
the cost of living in the San Francisco Bay Area is one of the highest in the nation. {See Cohen
Decl. at para. 8 and Exh. (C}, attached thereto.)

While the comparable ports for which data is available have increased their pilotage rates an
average of 11.2% since 2011, the pilotage rates that the SFBP must charge continue to remain
at their 2006 levels. (Tylawsky Decl. at Exh. (B).)

Current Pilotage Revenue

As has been reported to this Board, 2015 is off to an abysmal start with a 28% decline in bar
crossings and 30% decline in GRT. Billings are down 35%. SFBP reduced or postponed those
expenses that could be without impacting safety or service, but most of the cuts have been to
net pilot income, which has dropped nearly 50% from 2014 levels. SFBP currently anticipates
that it will be a number of months before shipping and pilotage revenues return back to
“normal,” but what the new “normal” will look like after the backlog of cargo has been moved
remains to be seen. {Mclsaac Decl. at Exh. (D).} Updates to this information will be provided to
the Board at its regular monthly meeting on March 26 and at the Rate Hearing on April 1.

Attracting Future Pilots

(n the Board’s Findings and Recommendations following the 2011 rate hearing, it addressed the
net return to pilots sufficient to attract and hold qualified pilots as follows: “[T]he goal, given
the unique and challenging navigational environment in which the pilots operate, is to attract
the best pilots available, not simply those candidates who meet minimum requirements.”

(2011 Findings at para. 36, attached to Mclsaac Decl. as Exh. (C}.}

In 2014, despite the Board’s efforts to increase the eligible pool of pilot trainee candidates, only
33 candidates meeting the Board’s minimum reguirements took the Board’s written test for
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entry into the pilot trainee training program. Of those, only 13 passed all elements of the
sefection process to be placed on the Board's eligibility list, which was intended to meet the
Board’s training needs for the next three years. Six of those candidates are currently in the
training program. (Roberts Decl. at para. 4.)

Given recent pilot retirement projections and the Board’s past experience, the current eligibility
list may be exhausted before its intended 3-year life, and the Board may find itself again
competing for a smaller pool of eligible candidates. (Roberts Decl. at para. 5.)

236{f) factors

By statute (HNC 1203} and regulation {7 CCR 236(f)}, the Board considers 11 identified factors in
preparing its recommendations to the Legislature. The weight to be given to these factors
varies depending on the circumstances and is left to the sound discretion of the Board. 7 CCR
236(f){12). While these may be addressed in greater depth at the hearing, SFBP provides the
following to assist interested parties and the Board:

(1) Costs of Providing Pilot Services. The SFBP provides the Board with annual audited financial
statements. The quarterly meetings of the Board’s Finance Committee provides additional
opportunity to review SFBP expenses on a regular basis. As required by 7 CCR 236(e), SFBP filed
additional copies of its 2013 audited financial statements and will file its 2014 statements upon
completion of the annual audit. The 2014 statements are expected to be available by mid-
March. Additional breakdown of SFBP’s expenses from 2006 to 2014 and expense projections
for 2015 to 2019 are attached to Mclsaac Decl. at Exhs. (A} and {E), respectively. Evidence of
the SFBP’s present and future costs relative to navigation technology and piloting the new
generation of Ultra Large Container Vessels is set forth in McCloy Decl. at para. 6 — 10 and in his
Exhs. (A) and (B).

{2) Net Return to Pilots Sufficient to Attract and Hold Qualified Pilots. The Board’s stated goal of
attracting the best pilots, not merely those meeting minimum qualifications, was noted above
at p. 2. The Net Return to Pilots (“average net income per pilot”) in each of the years between
2006 and 2014 is provided in the financial statements filed with the Board and in the revenue
summaries attached to Mclsaac Decl. at Exh. (B-3).

As this Board recognizes, the pilots it licenses are not employees and do not earn wages,
salaries or other guaranteed levels of income. Their income, or “net return,” is dependent
upon the rates set by law and the ships that call on the San Francisco Bay Area, and the
expenses they must incur to offer the pilot service. Most of those expenses are fixed. As
evident from the recent sharp downturn, a 30% drop in gross revenues can result in a 50% drop
in net income, demonstrating the degree to which pilot income is dependent upon vessel
traffic.

The Board’s efforts to attract the best candidates to its pilot trainee training program, and the
results of those efforts, are addressed in Roberts Declaration at para. 2.
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(3) Cost of Living Index. The change in the annual consumer price indices {CP1} between the last
rate hearing resulting in a rate change (2002) and the most recent 12-month period (2014} as
described by 7 CCR 236(f)(3} is provided in Exhibit {B) to Cohen Declaration. The same exhibit
also shows the change in the annual consumer price indices between (a) the last year that there
was a rate change (2006} and 2014; and (b) between the year of the last rate hearing, albeit
one that did not result in a rate change (2011), and 2014. Updated CPl information available at
the time of the hearing will be made available to the Board at that time.

{4) Rates Charged for Comparable Services in Other Ports. The Board has identified eight ports
in the U.S that it deems “comparable” for purposes of comparing rates and other pilot data.
Available rate data from those ports for piloting a cross-section of ships from sea to dock, and
the comparison with what SFBP charges under the current rates, is provided in Tylawsky Decl.
at Exh. (A} and (C). Additionally, changes in the rates charged by comparable ports for which
such data was available is provided in Tylawsky Decl. at Exh. (B).

~ (5) Income Paid for Comparable Services. Historically, this Board has recognized that pilot
services are unigue and not readily compared with other professional services, maritime or
otherwise. The issue of the level of pilot income in other ports has taken up considerable time
in past rate hearings as the Board has attempted to grapple with the nature and sources of the
available evidence and the differences among the comparable ports in the composition of total
compensation packages and whal expenses are or are nol borne by the pilots themselves. For
purposes of this hearing, SFBP proposes o rely upon the Board’s 2011 findings that the net
income of local pilots was “about in the middle.” Since then, while the rates at a cross-section
of comparable ports rose an average of 11.2%, the rates that SFBP pilots must charge have
remained at their 2006 levels.

Evidence of the cost of living differential between the ports deemed comparable by this Board
and the San Francisco Bay Area for the years 2006 to 2014 is provided in Exhibit C to the Cohen
Declaration, which is attached hereto.

(6} Methods of Determining Rates in Other Poris. Evidence of how pilotage rates are
determined in other ports for those ports for which pilotage rates are also provided is set forth
in Tylawsky Decl. at Exh. (D).

(7) Economic Factors Affecting Local Shipping. At the 2011 Rate Hearing, this Board found that
there was no significant evidence that there would be diversion of ship traffic away from the
Bay Area as a result of the rate increases then under consideration. SFBP is not aware of any
compelling evidence to the contrary, as relates to the modest rate increases requested by this
Petition.

{8) Volume of Shipping Traffic. Vessel movement and GRT data of vessels piloted. by the SFBP is
submitted monthly to the Boar_d and is available as a public record of the Board. A summary of
that data for 2002 to 2014 is attached to Mclsaac Decl. at Exh. {B-1) and {B-2).
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{9) Number of Pilots Available. The Board currently authorizes up to 60 licensed pilots. The
actual number varies as pilots retire or become permanently disabled, and as pilot trainees
complete the training program and are licensed. There are currently 59 licensed pilots, two of
whom, the Port Agent and the Operations Pilot, are not themselves piloting vessels during the
periods they act in those capacities. :

(10) Risk to Pilots. The inherent risk to the persona! safety of the pilots in providing pilotage
services, including those risks posed by the physical characteristics of the pilotage grounds
within the Board's jurisdiction, is well known to the Board. Additional risks will be addressed
during the hearing, including those set forth at Mclsaac Decl. at para. 8.

{11) Changes in Navigational and Safety Equipment/Pilot Support Activities. Evidence of the
changing role of Navigation Technology in piloting is set forth in McCloy Decl. at para.5-— 8.

2011 Rate Hearing

In 2011, following a contested rate hearing, the Board recommended changes to the rates to
provide for a fuel surcharge, a separate charge when a second pilot is required for safety
considerations and increases of 1.5% per year for each of the following four years, beginning
2012 and ending 2015. (2011 Findings and Recommendations, at pgs. 8-10 attached to Mclsaac
Decl. as Exh. (C).)

The proposed legislation to enact those recommendations was withdrawn by its author and
none of the Board’s recommendations were enacted into faw.

Purpose of this Petition

After 9 straight years without a rate increase, during which the SFBP saw a 33% rise in its
expenses, the SFBP seeks to recover its increased expenses through a 5% annual increase in the
rates for bar pilotage (HNC Section 1190} and ship movements and special operations not
covered by bar pilotage (HNC 1191) for each of the years of 2016 and 2017, and a 4% annual
increase in those rates for the years 2018 and 2019, thereby allowing SFBP and the Board to be
competitive in attracting the best candidates to meet the anticipated needs while providing
industry and the public with rate stability and foreseeability.

Respectfully Submitted

(Pt Pl prf 0]

San Francisco Bar Pilots
Business Director and General Counsel
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Harbors and Navigation Code

Division 5, sections 1190 -1198
and 1200 - 1203






HARBORS AND NAVIGATION CODE
DIVISION 5, SECTIONS 1190 — 1198 and 1200 - 1203

1190. (a) Every vessel spoken inward or outward bound shall pay the following rate of bar
pilotage through the Golden Gate and into or out of the Bays of San Francisco, San Pablo, and
Suisun:

(1) Eight dollars and eleven cents {$8.11) per draft foot of the vessel's deepest draft and
fractions of a foot pro rata, and an additional charge of 73.01 mills per high gross
registered ton as changed pursuant to law in effect on December 31, 1999. The mill
rates established by this paragraph may be changed as follows:

(A) (i} On and after January 1, 2010, if the number of pilots licensed by the board is 58
or 59 pilots, the mill rate in effect on December 31, 2006, shall be decreased by an
incremental amount that is proportionate to one-half of the last audited annual
average net income per pilot for each pilot licensed by the board below 60 pilots.

(i} On and after January 1, 2010, if the number of pilots licensed by the board is fewer
than 58 pilots, the mill rate in effect on December 31, 2006, shall be adjusted in
accordance with the method described in clause (i} as though there are 58 pilots
licensed by the board. {iii) The incremental mill rate adjustment authorized by this
subparagraph shall be calculated using the data reported to the board for the number
of gross registered tons handled by pilots licensed under this division during the same
12-month period as the audited annual average net income per pilot. The incremental
mill rate adjustment shall become effective at the beginning of the immediately
following quarter, commencing January 1, April 1, July 1, or October 1, as directed by
the board. (iv) On and after January 1, 2010, if, during any quarter described in this
paragraph, the number of pilots licensed by the hoard is equal to or greater than 60,
clauses (i) to {iii}, inclusive, shall become inoperative on the first day of the immediately
following quarter,

{B} There shall be an incremental rate of additional mills per high gross registered ton as
is necessary and authorized by the board to recover the pilots' costs of obtaining new
pilot boats and of funding design and engineering modifications for the purposes of
extending the service life of existing pilot boats, excluding costs for repair or
maintenance. The incremental mill rate charge authorized by this subparagraph shall be
identified as a pilot hoat surcharge on the pilots' invoices and separately accounted for
in the accounting required by Section 1136. Net proceeds from the sale of existing pilot
boats shall be used to reduce the debt on the new pilot boats and any debt associated
with the modification of pilot boats under this subparagraph. The hoard may adjust a
pilot boat surcharge to reflect any associated operational savings resulting from the
modification of pilot boats under this subparagraph, including, but not limited to,
reduced repair and maintenance expenses,

Appendix (A)



{C) In addition to the incremental rate specified in subparagraph (B}, the mili rate
established by this subdivision may be adjusted at the direction of the board if, after a
hearing conducted pursuant to Article 9 (commencing with Section 11120) of Chapter 1
of Part 1 of Division 3 of Title 2 of the Government Code, the board determines that
there has been a catastrophic cost increase to the pilots that would result in at least a
2-percent increase in the overall annual cost of providing pilot services.

(2) A minimum charge for bar pilotage shall be six hundred sixty-two dollars {5662) for
each vessel piloted.

(3) The vessel's deepest draft shall be the maximum draft attained, on a stillwater basis,
at any part of the vessel during the course of such transit inward or outward,

(b) The rate specified in subdivision {a) shall apply only to a pilotage that passes through
the Golden Gate to or from the high seas to or from a berth within an area bounded by the
Union Pacific Railroad Bridge to the north and Hunter's Point to the south. The rate for pilotage
to or from the high seas to or from a point past the Union Pacific Railroad Bridge or Hunter's
Point shall include a movement fee in addition to the basic bar pilotage rate as specified by the

board pursuant to Section 1191.

{c) The rate stablished in paragraph (1) of subdivision {a} shall be for a trip from the high
seas to dock or from the dock to high seas. The rate specified in Section 1191 shali not be
charged by pilots for docking and undocking vessels. This subdivision does not apply to the
rates charged by inland pilots for their services. '

{d) The board shall determine the number of pilots to be licensed based on the 1986
manpower study adopted by the board.

(e} Consistent with the board's May 2002 adoption of rate recommendations, the rates
imposed pursuant to paragraph (1) of subdivision (a) that are in effect on December 31, 2002,
shall be increased by 4 percent on January 1, 2003; those in effect on December 31, 2003, shall
be increased by 4 percent on January 1, 2004; those in effect on December 31, 2004, shall be
increased by 3 percent on January 1, 2005; and those in effect on December 31, 2005, shall be
increased by 3 percent on January 1, 2006.

(F) {1} There shall be a movement fee as is necessary and authorized by the board to
recover a pilot's costs for the purchase, lease, or maintenance of navigation software,
hardware, and ancillary equipment purchased after November 5, 2008, and before January 1,
2011. {2) The software, equipment, and technology covered by this subdivisicn shall be used
strictly and exclusively to aid in piloting on the pilotage grounds. The movement fee authorized
by this subdivision shall be identified as a navigation technology surcharge on a pilot's invoices
and separately accounted for in the accounting required by Section 1136. The board shall



review and adjust as necessary the navigation technology surcharge at least quarterly. This
subdivision shall become inoperative on January 1, 2011.

1190.1. Every vessel that uses a pilot under this division while navigating the waters of
Monterey Bay shall pay the rate provided by subdivisions {a} and (e) of Section 1190.

1191, {a) The board, pursuant to Chapter 6 {commencing with Section 1200}, shall recommend
that the Legislature, by statute, adopt a schedule of pilotage rates providing fair and
reasonable return to pilots engaged in ship movements or special operations if rates for those
movements or operations are not specified in Section 1190.  (b) A vessel using pilots for ship
movements or special operations that do not constitute bar pilotage shall pay the rate
specified in the schedule of pilotage rates adopted by the Legislature. (c) Consistent with the
board's adaption of rate recommendations in May 2002, the minimum rates imposed pursuant
to this section that are in effect on December 31, 2002, shall be increased by 26 percent

on January 1, 2003; those in effect on December 31, 2003, shall be increased by 26 percent on
January 1, 2004; those in effect on December 31, 2004, shall be increased by 14 percent on
January 1, 2005; and those in effect on December 31, 2005, shall be increased by 14 percent on
January 1, 2006. - o

1192. If a vessel that is subject to the payment of pilotage enters any port of Monterey Bay
and the Bays of San Francisco, San Pablo, or Suisun solely by reason of being in distress or
requiring care, it shall pay one-half the full pilotage rates. :

1193. (a) Notwithstanding Section 1120, only the following noncommercial vessels that use
pilotage services are exempt from the pilotage fees and surcharges established pursuant to this
division, except for the board operations surcharge as established and calculated pursuant to
Section 1159.1: (1) Maritime academy training vessels, whether foreign or domestic. (2)
Vessels owned and operated by a nonprofit museum or foundation. {b) The vessels specified in
subdivision {a) are subject to Section 1198.

1195. (a) In addition to other fees for pilotage, there shall be a surcharge in an amount
established by the board for each movement of a vessel using pilot services for each pilot
trainee who is enrolled in the pilot trainee training program established by the board. {b} The
moneys charged and collected each month from the pilot trainee surcharge shall be paid to the
board. The moneys shall be used only to fund the pilot trainee training program in the manner
established by the board. {c) By action of the board, the board may adjust the amount
established pursuant to subdivision (a) as necessary to efficiently administer the pilot trainee
training program.

1195.1. (a} The moneys charged and collected each month from the pilot trainee surcharge
pursuant to Section 1195 shall be paid to the Board of Pilot Commissioners' Special Fund
pursuant to Section 1159. The moneys shall be used only to fund the pilot trainee traiing
program referred to in subdivision (h) of Section 1171.5 and Section 1195.3. {b) Information
regarding moneys remitted to the Board of Pilot Commissioners' Special Fund pursuant to



Section 1159 collected from the surcharge authorized pursuant to Section 1195, or otherwise
collected by the board for that purpose, and information regarding moneys spent as pilot
frainee training program expenses authorized by Section 1195.3 shall be made available to the
puklic upon request and to the board or its finance committee,

1195.3. Expenses of the pilot trainee program shall include all costs incurred by the board in
the operation and administration of the pilot trainee training program and all costs resulting
from any contracts entered into for the purchase or lease of goods and services required by
the board, including, but not limited to, the costs of testing, test preparation, advertising and
soliciting for trainee applicants, trainee stipends, worker's compensation insurance premiums,
reimbursement of costs of services provided to the board by other governmental entities, and
for the costs for any other goods and services necessary for effectuating the purposes of
training as determined by the board.

1196. (a) In addition to other fees for pilotage, there shall be a surcharge in an amount
established by the board for each movement of a vessel using pilot services for the pilot
continuing education program established by the board. (b) The moneys charged and collected
each month from the pilot continuing education program surcharge shall be paid to the board.
The moneys shall be used only to fund the pilot continuing education program in the manner
astablished by the board. {c} By action of the board, the board may adjust the amount
established pursuant to subdivision {a} as necessary to efficiently administer the pilot
continuing education program.

1196.1. {a) The moneys charged and collected each month from the pilot continuing education
surcharge pursuant to Section 1196 shall be paid to the Board of Pilot Commissioners' Special
Fund pursuant to Section 1159. The moneys shall be used only to fund the pilot continuing
education program referred to in subdivision {h} of Section 1171.5 and Section 1196.3. {b)
Information regarding moneys remitted to the Board of Pilot Commissioners' Special Fund
pursuant to Section 1159 collected from the surcharge authorized pursuant to Section 1196, or
otherwise collected by the board for that purpose, and information regarding moneys spent as
pilot continuing education expenses authorized by Section 1196.3 shall be made available to
the public upon request and to the board or its finance committee. '

1196.3. Pilot continuing education expenses shall include all costs incurred by the board in the
operation and administration of the pilot continuing education program and all costs resulting
from any contracts entered into for the purchase or lease of goods and services required by
the board, including, but not limited to, the reimbursement of costs of services provided to the
board by other governmental entities and for the costs for any other goods and services
necessary for effectuating the purposes of continuing education as determined by the board.

1196.4. (a} Costs resulting from the provision of continuing education for currently licensed
pilots regarding instruction in the proper utilization of portable pilot unit equipment and
software, if determined to be necessary for effectuating the purposes of continuing education



by the board, shall be considered pilot continuing education expenses pursuant to Section
1196.3. {b) Subdivision (a) shall apply only to those costs incurred after January 1, 2013.

1196.5. {a) The board shall contract with an independent entity to conduct a study of the
effects of work and rest periods on psychological ability and safety for pilots. The study shall
evaluate sleep- and human-related factors for pilots, and shafl include information and
recommendations on how to prevent pilot fatigue and ensure the safe operation of vessels.

(b) The board shall, based on the results of, and recommendations contained in, the study,
promulgate regulations for pilots establishing requirements for adequate rest periods intended
to prevent pilot fatigue. (c) The study required to be conducted pursuant to subdivision (a)
shall be funded by revenues received by the board from the board operation surcharge, as
described in Section 1159.2. The board shall have authority, consistent with Section 11592, to
collect and appropriate adequate funding to ensure that the study is completed.

1198. {a) Except as provided in subdivision {c}, the rates and charges for pilotage services shall
not include the cost of primary marine insurance insuring a pilot, an organization of pilots, or
their officers or employees, from liability arising from negligence or errors in judgment in
connection with the provision of pilotage service by pilots, organizations of pilots, or their
officers or employees. (b) A pilot who holds a state license for the Bays of San Francisco, San
Pablo, and Suisun shall arrange to have available, upon advance written notice, trip insurance,
with coverage limits of thirty-six million dollars ($36,000,000), naming as insureds the pilot, any
organization of pilots to which the pilot belongs, and their officers and employees, and insuring
the named insureds against any civil claim, demand, suit, or action by whomsoever asserted,
arising out of, or relating to, directly or indirectly, acts or omissions of the insureds in
connection with the provision of pilotage service, except willfu! misconduct. {c) Every vessel,
owner, operator, or demise or bareboat charterer hiring a pilot with a state license for the Bays
of San Francisco, San Pablo, and Suisun shall either defend, indemnify, and hold harmless pilots
pursuant to paragraph (1), or alternatively, notify pilots of an intent to pay for trip insurance
pursuant to paragraph (2). If a vessel or its owner, operator, or demise or bareboat charterer
does not provide written notice pursuant to paragraph {2} of an intent to exercise the trip
insurance option, then the vessel and its owner, operator, and demise or bareboat charterer
will be deemed to have elected the obligation to defend, indemnify, and hold harmless pilots
pursuant to paragraph (1}. (1)} (A) Except for a vessel electing trip insurance pursuant to
paragraph (2}, a vessel subject to this subdivision, and its owner, operator, demise or bareboat
charterer, and agent shall not assert any claim, demand, suit, or action against the pilot, any
organization of pilots to which the pilot belongs, and their officers and employees, for
damages, including any rights over, arising out of, or connected with, directly or indirectly, any
damage, loss, or expense sustained by the vessel, its owners, agents, demise or bareboat
charterers, operators, or crew, or by any third parties, even if the damage results, in whole, or
in part, from any act, omission, or negligence of the pilot, any organization of pilots to

which the pilot belongs, and their officers and employees. (B} A vessel subject to this paragraph
and its owner, operator, and demise or bareboat charterer shall defend, indemnify, and hold
harmless the pilot, any organization of pilots to which the pilot belongs, and their officers and
employees, with respect to liability arising from any claim, suit, or action, by whomsoever



asserted, resulting in whole, or in part, from any act, omission, or negligence of the pilot, any
organization of pilots to which the pilot belongs, and their officers and employees. The
obligation to indemnify under this paragraph shall not apply to the extent that it causes the
amount recoverable from a vessel, its owner, operator, or demise or bareboat charterer to
exceed the limits of liability to which it is entitled under any bill of lading, charter party,
contract of affreightment, or provision of law. {C) The prohibition on claims by vessels, owners,
operators, demise or bareboat charterers, and agents imposed by subparagraph {A} and the
obligation to defend, indemnify, and hold harmless the pilot imposed by subparagraph (B) shall
not apply in cases of willful misconduct by a pilot, any organization of pilots to which the pilot
belongs, and their officers and employees. (D} A pilot who is the prevailing party shall be
awarded attorney's fees and costs incurred in any action to enforce a right to indemnification
provided pursuant to this subdivision. (2) In lieu of paragraph (1), a vessel subject to this
subdivision and its owner, operator, demise or bareboat charterer, and agent may elect to
notify the pilot, or the organization of pilots to which the pilot belongs, of intent to pay for trip
insurance, as described in subdivision {b). If notice of this election is received, in writing, by the
pilot, or the organization of pilots to which the pilot belongs, at least 24 hours prior to the time
pilotage services are requested, the vessel, and its owner, operator, demise or bareboat
charterer, and agent are not subject to the requirements of paragraph (1). The pilot shall take
all steps necessary to have trip insurance coverage in place during the vessel movement for
which it is requested. The pilot shall assess to the vessel the premium for the trip insurance at
the pilot's cost, in addition to any other applicable rates and charges for the pilotage services
provided. (d) Nothing in this sectian is intended to limit, alter, or diminish the liability of a
vessel, owner, operator, or demise or bareboat charterer to any person who sustains loss or
damage.

1200. The board shall, from time to time, review pilotage expenses and establish guidelines for
the evaluation and application of these expenses regarding its recommendations for
adjustments in rates.

1201. Any party directly affected by pilotage rates established under this chapter may petition
the board for a public hearing on any of the matters set forth in Section 1200. Within 10 days
from the filing of the petition the board shall call public hearings to be held not less than 30
nor more than 60 days of the date of call for the purpose of obtaining information and data
relating to the issues raised in the petition. The board shall give notice of the hearings to all
interested parties who have requested the notification. At the conclusion of the hearing or
hearings, the board shall review and evaluate all evidence obtained and, within 120 days from
the filing of the petition, shall submit to the Secretary of the Senate and the Chief Clerk of the
Assembly a copy of its findings and recommendations for final determination, supported by a
transcript of these proceedings of the board.

1261.5. (a) The board shall not receive written evidence at a public hearing held for the
purpose of considering pilotage rates unless 10 or more copies of the evidence have been
deposited with the board as public documents by the party proposing a rate adjustment



30 or more days prior to the date set for the commencement of the hearing. {b) The board
shall not receive written evidence at the hearing from any party responding to the request
unless the evidence is deposited with the board 10 or more days prior to the date set for the
commencement of the hearing.

1202. Public hearings for the purpose of investigating pilotage rates shall be conducted in
accordance with the Bagley-Keene Open Meeting Act {Article 9 {commencing with Section
11120) of Chapter 1 of Part 1 of Division 3 of Title 2 of the Government Code) and a full record
shall be kept of all evidence offered.

1203. In preparing recemmendations to the Legislature with relationship to pilotage rates, the
board may require an independent audit or audits by a public accountant selected by the
board. The audits required by the board shall cover pilotage operations for those years which
the board may specify. In preparing the recommendations, the board shall also give
consideration to other relevant factors, including, but not limited to, the following: (a) The
costs to the pilots, individually or jointly, of providing pilot service as required. {b) A net return
to the pilot sufficient to attract and hold persons capable of performing this service with safety
to the public and protection to the property of persons using the service; and the retationship
of that income to any changes in cost-of-living indices. (c} Pilotage rates charged for
comparable services rendered in other ports and harbors in the United States. {d) The
methods of determining pilotage rates in other ports and harbors in the United States. (e)
Economic factors affecting the local shipping industry, including prospective increases or
decreases in income and labor costs. (f) Additional factors affecting income to pilots such as
the volume of shipping traffic using pilotage, numbers of pilots available to perform services,
income paid for comparable services, and other factors of related nature. (g) Changes in, or
additions to, navigational and safety equipment necessary to insure protection of persons,
ships, and waterways.,

Sourge: hitp://www.leginfo,ca.gov/cgi-bin/displaycode?section=hnc&group=01001-02000&file=1190-1198 and
http://www leginfo.ca.gov/cgi-bin/displaycode?section=hnc&eroup=01001-02000&file=1200-1203. {February 28,
2015)
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CALIFORNIA CODE OF REGULATIONS
Title 7. Harbors and Navigation Code

Division 2. State Board of Pilot Commissioners
for the Bays of San Francisco, San Pablo and Suisun

236. Rate Hearing Procedures.

(a} Pilotage rates are set by statute codified at Chapter 5 of Division 5 of the Harbors and
Navigation Code, beginning with Section 1190. The Board's role in the setting of
pilotage rates is to hold public hearings to investigate such rates and make
recommendations to the Legislature. Any party directly affected by pilotage rates may
petition the Board for such a rate hearing, as set forth in this section; however, nothing
contained in this section shall preclude the Board from conducting a duly noticed rate
hearing on its own motion.

{b) Within ten {10} days after receipt by the Board of a petition for a rate hearing from a
party directly affected by pilotage rates, the Board shall notice a public hearing to be
held not less than thirty {30} nor more than sixty (60) days from the date of the notice.
Such notice shall be given to all parties directly affected by pilotage rates and to all
other interested parties who have requested such notification. The purpose of the
hearing is to obtain information and data relating to the issues raised in the petition or
natice.

(c) The party proposing a rate adjustment shall have the burden of proving hy a
preponderance of the evidence that a change in the rates is justified. Ten {10) copies of
all written evidence submitted in support of the petition shall be deposited with the
Board at least thirty (30) days prior to the date set for the hearing. Such written
evidence shall be available for public inspection during normal Board hours.

(d} Any party wishing to respond to a petition for a rate adjustment shall submit ten (10)
copies of all written evidence i relies on to support its response, and shall deposit them
with the Board at least ten {10) days prior to the date set for the hearing. Such evidence
shall be available for public inspection during normal Board hours.

{e) Upon the filing of a petition for a rate hearing, copies of the most recent annual audited
financial statements of the San Francisco Bar Pilots and of the San Francisco Bar Pilots
Benevolent and Protective Association shall be deposited with the Board and made

1
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(f}

available for public inspection during normal Board hours. The Board may also require
an independent audit of pilot operations by a public accountant selected by the Board.
The results of any such independent audit shall be made available for public inspection
during normal Board hours and shall become a part ofthe record.

Factors to be considered by the Board in preparing its recommendation to the
tegislature on pilotage rates include, but are not limited to, the following:

(1)

(2)

(3)

Costs of Providing Pilot Services. Parties directly affected by pilotage rates are
encouraged to use the Board's process for periodic review of pilotage expenses
to reach agreement on whether specific expense categories should be
cansidered a “cost of providing pilot services” within the meaning of this
section. Absent a showing that there was no reasonable opportunity to do so,
the failure to make use of that process may result in the Board's refusal to
approve an expense category not previously approved as a cost of providing
pilot services or in the Board's refusal to reverse a previous decision to approve
such an expense category.

Net return to Pilots Sufficient to Attract and Hold Qualified Pilots. A party
contending that the current rates result in a net return which is insufficient to
attract or hold qualified pilots has the burden of persuading the Board of that
point of view. In determining the issue, the Board may consider the level of
qualifications and number of applicants meeting minimum qualifications for its
pilot trainee training program, the number and circumstances of pilots resigning
hefore their eligibility for statutory retirement benefits, and any other evidence
relevant to the issue.

Cost of Living Index. In assessing the adequacy of the net return to pilots, the
Board will consider, as one factor, the change in the annual average, seasonally
unadjusted consumer price indices between the last rate hearing and the most
recent 12-month period for which such data is available from the U. S.
Department of Commerce, Bureau of Labor Statistics, for the “Western Region”
and for “All Urban Consumers, San Francisco-Oakland-San Jose.”

Rates Charged for Comparable Services in Other Ports. “Comparable services”
means pilotage from sea to dock in ports with generally similar geographic and
hydrographic parameters, vessel traffic in density and in size and type of vessels,
number of vessel movements, length of transit, number of pilots, pilot work load
and relative difficulty of pilotage and hazards encountered. While the Board
recognizes that no port will be precisely the same in all these categories as the
waters under the Board's jurisdiction, it encourages the parties to agree on a
fimited number of ports which are sufficiently comparable for this purpose and

2



(5)

(7}

(8)

(9)

for which accurate pilotage rate, pilot income and/or pilot expense data is
reasonably available in the public record or is otherwise verifiable. Absent
persuasive evidence to the contrary, the Board recognizes the following ports as
comparable for purposes of this section: Columbia Bar/River, Houston, Tampa
Bay, Sandy Hook (NY/NJ), New Orleans/Baton Rouge, St. Johns Bar {Jacksonville),
Maryland {Chesapeake Bay) and Puget Sound (Seattle}. Pilotage rate and pilot
income and expense data for other ports shall be supported by evidence that
the pilotage services for those ports are comparable as defined in this
subsection.

income Paid for Comparable Services. Parties submitting evidence of pilot
income and expenses in other ports shall limit such evidence to ports providing
comparable services, as defined in subsection (f)(4) above and for which
accurate pilotage rate, pilot income and/or pilot expense data is reasonably
available in the public record or is otherwise verifiable. Evidence of pilot income
and expenses in other ports shall be accompanied by the cost of living
differential between those ports and the San Francisco Bay Area for the period
for which the pilot income and expense data applies if such differential
information is available in the public record.

Methods of Determining Rates in Other Ports. Parties wishing to offer evidence
of how pilotage rates are determined in other ports should do so for those ports
for which pilotage rate or pilot income and expense data is also provided.

Economic Factors Affecting Local Shipping. The Board will consider such
competent evidence as the parties may submit regarding economic factors
affecting the local shipping industry, including prospective increases or
decreases in income and labor costs. A party wishing to affect a rate change on
the basis of such economic factors has the burden of persuading the Board that
the evidence supports that party's argument,

Volume of Shipping Traffic. The Board may rely on data of vessels piloted as
submitted monthly by the pilots. That data is available as a public record of the
Board.

Number of Pilots Available. In preparing its recommendation on pilotage rates,
the Board will consider the number of pilots actually licensed at the time of the
rate hearing. Any issues regarding the adequacy of that number should be
addressed in a duly noticed hearing held pursuant to Harbors and Navigation
Code Sections 1170.1 and 1170.2. '



(g)

{h)

(10}  Risk to Pilots. The Board recognizes the inherent risk to the personal safety of
the pilots in providing pilotage services, including those risks posed by the
physical characteristics of the pilotage grounds within the Board's jurisdiction, A
party seeking to affect a rate change on the grounds that there have been
material changes in those risks has the burden of proving such changes.

{11) Changes in Navigational and Safety Equipment/Pilot Support Activities. The
Board recognizes that, in recent years, there have been substantial changes in
training requirements placed on pilots, in regulations which pilots must
implement, and in the complexity and size of vessels which increases the
professional demands on pilots. The Board also recognizes that pilots have
provided services beyond the navigation of vessels. Such services are referred to
as “pilot support activities.” Changes in those pilot support activities that are
necessary to providing pilot service may be considered in determining the
appropriate pilotage rate. To the extent such changes have increased the costs
to the pilots of providing pilot services, these costs should be addressed under
subsection (f){1) above. To the extent such changes have resulted in increased
time demands, such demands should be addressed at a duly noticed hearing to
determine the number of pilots under Harbors and Navigation Code Sections

1170.1 and 1170.2.

{12) The weight to be given to each of the factors enumeraled in this subsection may
vary depending on prevailing circumstances and shall be left to the sound
discretion of the Board.

At least seven {7) days prior to the hearing, or at such time as the President may direct,
the representatives and/or counsel for the parties supporting and responding to the
petition for a rate change shall meet with the President or his/her designee at the time
and place directed by the President, to determine if the issues raised by the petition
can be narrowed or resolved by stipulation, and to address the order of and anticipated
length of the presentation of evidence; the number and identity of witnesses and the
subject matter and scope of their testimony; identification and possible resotution of
any evidentiary issues; and any other matter which promotes efficiency in conducting
the rate hearing.

The President, or his/her designee, may issue a pre-hearing order setting forth any
stipulations or limitations cn the scope of the hearing or the issues to be presented as
agreed to by all parties atiending the pre-hearing conference. Participation by the
President or any other Board member in the pre-hearing conference shall not disqualify
him or her from participation in the rate hearing.

J



The rate hearing shall be conducted at the time and place set forth in the Notice or in
any amendment thereto and shall be conducted in accordance with the Bagley-Keene
Open Meeting Act {(Government Code Sections 11120, et seq.). A full record shall be
kept of all evidence offered at the hearing, including a verbatim transcript of all
testimony, which shall be given under oath.

Following the presentation of evidence in support of and in response to the petition for
a rate hearing, any additional evidence requested by the Board, any evidence submitted
in rebuttal, and the closing arguments of the parties, if any, the Board shall proceed
with deliberation, including a review and evaluation of all the evidence received at the
hearing and a determination of what pilotage rate change, if any, is warranted by the
evidence. The Board's deliberation shall be conducted at a duly noticed meeting open
to the public and shall be transcribed electronically or by a certified shorthand reporter,
as the Board may direct.

Upon completion of its deliberation and within 120 days from the filing of the petition,
the Board shall submit its findings and recommendations, supported by a transcript of
the proceedings, to the Secretary of the Senate and the Chief Clerk of the Assembly.

Note: Authority cited: Section 1154, Harbors and Navigation Code: Reference: Sections 1190,
1191, 1200, 1201, 1201.5, 1202 and 1203, Harbors and Navigation Code.

Source:

hitps://qovt. westlaw.com/calreqs/Browse/Home/California/CaliforniaCodeofRequigtions,

Updated May 29, 2014
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Declaration of Port Agent,

Captain Peter Mclsaac






BEFORE THE BOARD OF PILOT COMMISSIONERS
FOR THE BAYS OF SAN FRANCISCO, SAN PABLO AND SUISUN

In Re the Petition of the ) DECLARATION OF
San Francisco Bar Pilots far } CAPTAIN PETER McISAAC
A Change in Pilotage Rates )

|, Captain Peter Mclsaac, provide the following declaration in support of the Rate Petition of the
San Francisco Bar Pilots (“SFBP”) filed with the Board of Pilot Commissioners for the Bays of
San Francisco, San Pablo and Suisun-("Pilot Commission”) on February 23, 2015:

1.

| hold a current pilot license issued by the Pilot Commission, have been a member of the
San Francisco Bar Pilots (SFBP}) since January 1, 1994 and have served as Port Agent
during the following periods: November 2000 through Nov. 2004, Nov. 2006 through
Nov. 2010 and again from Nov. 2012 to date. The duties of a Port Agent include the
general supervision and management of all matters relating to the business and official
duties of the pilots, as more fully described in Section 218 of the Board's regulations.

The SFBP provide pilotage service to almost every large vessel passing through the
Golden Gate and have done so since 1850. We board the vesse!, assume navigational
control and guide it safely to its destination [at any one of 100 terminals or berths in the
greater San Francisco Bay Area from Redwood City to Stockton and Sacramento.] Pilots
are on call every hour of every day in all weather conditions. Pilots are expected to act in
the public interest and to maintain a professional judgment that is independent of any
desires that do not comport with the needs of maritime safety.

The SFBP’s annual expenses in 2014 were $13.2M. That paid for 24 boat personnel, 5
dispatchers, 6 staff, operation, maintenance and repair of 5 pilot boats valued at
approximately $20M, dock and office space rental, insurance, fuel, land transportation,
precision navigation equipment for Ultra Large Container Vessel's and other expenses
related to operating a pilot service. Expenses have increased 33% since the rate was
last raised in 2006. (See Summary of Operating Expenses 2006 — 2014, attached as
Exh. (A).}

The SFBP currently operates a 24/7 dispatch service for the benefit of the vessels we
serve. The goal is to never delay a vessel so a pilot's transportation is scheduled to
ensure he or she is on board the vessel 30 minutes prior to sailing or available 30
minutes prior to the scheduled arrival time. While it’s hard to quantify in dollars, there is
an additional cost for providing this service that is borne by the SFBP, including costs
related to staffing and those associated with the use of outside vendors for
transportation.

Additionat transportation costs are also incurred by the Continuing Professional
Development Program, E-Pilots and fatigue mitigation.



10.

11.

12.

13.

14,

New or Expanded Service: The SFBP has always worked with our customers or ports {o
asgsist them in evaluating the piloting phase of a new service or expanding a current one.
When the Port of Oakland wanted to bring in Ultra Large Container Vessels, we worked
with them to develop and simulate best practices to ensure that it could be done safely
within the current limits of the waterway. When the Port of San Francisco wanted to build
a new cruise terminal, we worked with them to develop and simulate operating
parameters fo ensure it could be accomplished safely. We are currently working with the
Port of Stockton and the Army Corps of Engineers on their deepening project to allow
larger vessels to call on that port. Our work in these efforts were at no cost to the Ports

or the Corps.

Expense Management: The SFBF have sought to control costs and manage expenses
while maintaining the highest level of service. In recent years we have reduced the size
of our leased space at Pier 9, initiated a cost reduction program that included improved

fuel management and the use of lower cost food and land transportation vendors.

increased Oversight and Perscnal Exposure: Since 2011, the Board has adopted more
rigorous regulations that increased medical oversight. In recent years there have been

an increasing number of pilots who were forced intc early retirement due to permanent

disability.

The citizens in the Bay Area have zero folerance for piloting incidents that have the
potential of resulting in oil polluticn. Since the COSCO BUSAN, pilots are faced with

possible criminal prosecution for perceived piloting misconduct.

A true and correct copy of the Summary of Annual Vessel Moves and GRT Data as
routinely provided to the Board is attached as Exh. {B).

A true and correct copy of the Findings and Recommendations of the Board of Pilot
Commissioners in response to the 2011 Rate Petitions of PMSA and SFBP is attached

as Exh. (C).

The recent ILWU / PMA labor dispute resulted in a 33% drop in billings in the past two
months, causing the layoff of three employees, temporary shutdown of the Pittsburg pilot
station and a nearly 50% reduction in pilot compensation. While the labor contract issues
appear to have been resclved, the effects are expected to linger for months. The long
term effects on vessel traffic are unknown. A irue and correct update on port operations
issued by Port of Oakland — Maritime through 25 Feb. 2015 is attached as Exh. (D).

A summary of our expense projections for the rest of 2015 through 2019 is atiached as
Exh. (E). These projections are intended to cover normal operating costs but do not
include projected costs for extracrdinary equipment failures, substantial repairs to Pier 9
or for upgrading navigation technology equipment, which will be addressed in a separate
declaration by Captain McCloy.

The SFBP is seeking a rate increase spread over 4 years to recover the increased cost
of providing the pilotage service. An increase will help stabilize revenue and provide
assurance to potential pilot candidates that the SFBP business model is sustainable.



| declare under panalty of perjury under the laws of the State of California that the
foregoing is frue and correct o the hest of my knowledge. Executed at San Francisco,
California this 2% day of February, 2015.

LA POS eran

Captain Peter Moisaac
Port Agent

L






Exhibit (A)
SFBP Operating Expenses,
2006 - 2014






'SUMMARY OF ALL EXPENSES |

Pilot Office

., Actual 2006 | Actual 2007 |

l S P e —
) N PR Chan e —

1,983,321 2,050,264

Piiot Boats

Terminal

General

..5,044,311
446,539

2,441,681

| Actual 2008 | Actual 2009

2,276,522 2,160,339 |

Actual2010  Actual 2011

~ Actual 2012

From

2,089,755

2,769,414

2,935,373

2,941,786

3,271,334 |

1,288,013 | 65

- TOTAL. $9.915852 _

|_5.844,441 | 6,256,581 | 556,055 7,696,966 6,518,896 | 6,988,881 | 7,145,753 ' 6,745404 | 1,701,093  34%
| 487,163 | 507,186 | 542,383 | 624469 713903 ' 735287 | 753,807 | 751,021 _ 304,482 | 68%
| $10.789.031 | $11,573.783 | $10.209,794 | $12,551,164  $12,409,407 = $13,518,269 | $13.413.168 | §13.202,150 $3.28

T - o e o - 1

Exh. (A-1)







| i i __ N

OFFICE & DISPATCH EXPENSES T e e o
S ~ a6 s | e me | Tmn o Tme | mE -
Communications | ""see2r | 42672 | 47,704 47,022 | 45896 43,760 41,405 38,842 -
Employees’ RetirementPlan | 117,508 | 130,074 | 131,266 136,802 124,245 | 145222 | 142440 | 446933 . 184,204 | 66,786 | 57%
Equipment Rental C 0 0 |Ttrae00 T o 8 o 0 0 T e | e
Food Suplies o 30,831 29,396 | 370 | 22177 27,710 26434 18338 | 19,555 (6981 | -26%
Maintenance and repair 41,119 | 32,063 50,886  : 58,747 | 58,766 | 87,390 66,909 72,471 15182 | 27%
Medical Insurance 103,404 91,410 114,017 132,287 163,398 190,612 | 190,837 199,966 112072 128%
Office Supplies 33767 50443 26,227 22,813 20,467 ¢ 20,258 19,001 ' 23'211_'  (a93) T 2%
Payroll Taxes [ 79638 | 85976 96031 86,083 82,334 195,369 e9,227 109,656 | 33,044 43%
Pier 9 Rent (75% portion) | 323360 | 373,806 | 271,240 | 279,121 851,085 928,233 956,243 | 958643 582,574 | 155%
Salaries & Wages 1,136,531 | 1,197,000 1,237,761 1,181,373 1,225,559 1,270,008 1,267,822 | 1522505 | 475459 45%
Utilities o 70,308 72377 | o274 83,207 90,338 84,228 88,927 | 95380 27,3'?2' o '
Workers' Comp. Insurance | 34162 | 34717 | 35858 45464 38,534 | 40001 37467 | 38741 21,365 | (12,797 | 27%
Other_ : 6,983 22943 | 2223 8,515 5472 fbr7a | 11529 9,876 12420~ sdar [ 74%

T " TOTAL | $1.983.321 | §2.050.264 | $2,276,522 $2.160.330 | $2.080.755 | $2.769.414 | $2.935373 | $2.041786 | $3.271.33¢ | $1.288.013 65%

Exh. (A-2)







I_:ood_S_L;p pﬁes (R

Fuel

Health and welfare

Insurance .

Mamt an Re?p—a_ﬂ:w
Payroll Taxes
Retlrement beneﬁts

Salanes and Wages __

Other

Charter Hire

|
2006 2008 2010, 2011
" 160,852 | 172,98 9;3_{ | 182,068 | 177611 | 180,080 | 181,813 |
812,575 876, 007"_" 1,007,073 | 715439 T 856545 | 1,196,845
T aomees | 307601 | 302353 AL T
165,634 104,058 142,108 114,738
857432 | 1.0 841,941 1,065,369 | 884,388
173,997 179,365 193,257 193,546 191,820
360,159 604,811 481,876 383,665 . 416,835
2,080,002 | 2,260,338 | 2,445,235 2,4@@,051 2,485,429 g,_386;324
20201 | 28133 | 32720 | 55853 42315 8 2
| $4,957,911 ' $5,658,441 | $5,500,581 | $5,0 '$5,666,782 6,806 | $6,
$86,400 . $186,000 | $666,0( $95500 | 52,03"6',’55& | $672,000
$5.844.441 | $6,256,581 ' 35,156,055  $7,696.966 | $6.518,896 $1.701,093 '| '

Exh; (A-3)






TERMINAL EXPENSES | e | T T | Change

5 . . | | From
2006 | 2007 2008 . 2009 2010 | 2011 2012 2013 2014 2006 %

Health and Welfars | 36,286 | 38,782 ' 39,488 30413 42,166 | 450988 42,806 47,779 53,081 | 16,795 | 46%

Payroll Taxes T 1a959 | 18418 18, 932'"“'_1"3 024 18224 | 17,947 | 18,049 | 18,328 | 18979 14020 1 27%
Pier § Rent (25% portion) | 125,356 107,787 121,269 90,413 . 93,0M 283,695 | 300,411 | 318,748 319,548 ' 194,182 | 155%

R ent Benefits | 26,128 37,163 30929 | 37,662 30,878 32,360 ' 33816 33738 | 39459 13,33 | 51%
Salaries & Wages 190,443 ; 225708 | 241,646 | 262210 | 258,380 ' 256,110 ; 258,691 | 260,207 = 267,622 | 7?'179 a1y
Workers Comp. {a) e o | o 74,799 50,545 | 52491 | 52,231 52,743 13980 | 13989  nm
Other | 53367 61305 = 56,872 19,862 22226 | 25603 | 20,283 22,174 38343 | (15024) | -28%

 TOTAL | $446539 _'5‘_:487,163_“__%_%07,156“ | 542,383 | 5524469 | $713.903  $735287 | $753.807 | $751.021 | 304482 | 68%

" {a)Priorto 2009 ‘Workers Comp. was |nc[uded in "Other” o - ‘ R S e
S I

Memo: |Rent will increase by 23% in 2020, The amount allocated to Terminal Expenses (25%) will increase to $356,051

Exh. (A-4)






GENERAL EXPENSES

Busmess Taxes o

Donatlons

Dl!es and Subscnptions

Insur_g_nge .
Legal_ _Accountmg, Bank
Lobbying Expenses

Political Contnbutlons“___:
Professmnal Services

Publlc Relatlons

Tax: and Launch Semce

Travel am:l Meals
cher

2007 . 2008 2000 200 2011 | 2012 [ 2013
36,850 | 35050 | 40,057 39,866 36,310 | 40,920 37,200
19,100 | 12,150 | 16,699 | 26,023 48,045 37,980 90,691
126,055 128471 | 122,272 : 151,803 | 165361 | 158856 179,620 183,658 8
__'._'.szs 830 | 582246 | 668,320 623,588 | 572,100 | 523,430 777,926 669,604 670,302 |
Sve. | 135795 172,135 195202 | 241,100 207,206 ' 320,087 298298 | 148294 | 102745 | 33050 |
108,000 | 110,400 | 123,600 | 145113 130,047 153643 | 191,478 | 222,197 732 128,732 119%
143,250 116,450 204,050 119,600 | 107,900 70,300 . 113281 76,500 | 88,370 | 54,880 -38%
203,537 233,768 | 157,864 | 179,501 166,264 201,843 % 164,202 216917 - 130,587 | -44%
- | 55,527 97,763 121,386 | 114,058 = 90.215 gp,ﬂi':' 265735 | 142,225 64 17,167 | 211%
846,702 842,052 | 813,678 660,432 | 665481 | 746502 742,969 726,131 | 55 | 291,436 -34%
21,080 | 33470 | 45 6'27 34,245 43797 | 3473 30,295 25,673 28, 143 134%
i “40.005 34.758 34,196 24,821 16714 ' 13994 | 16024 32,7:_;;___:__ 33 | mr2 [ 2%
| TOTAL ' $2.441,681 © $2.407,163 !_;32 533,494 | $2.351,017 | $2.239,074 |, $2.407,194 . $2.858.728 | $2.571.822 | $2.434.301  (87.280) 0%
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Exhibit (B-1)
GRT, 2002 - 2014
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Exhibit (B-2)
Ship Movements,
2002 - 2014
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San Francisco Bar Pilots

Ship Movements
2002 - 2014

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
Bar Crossings 6,064 6,386 6,437 6,781 7,366 7,240 7,056 6,439 6,545 6,921 6,463 6,623 6,499
Bay Moves 1,518 1,604 1,424 1,558 2,015 1,672 1,770 1,261 1,181 1,186 1,214 1,272 1,376
River Moves 421 354 374 426 425 384 330 235 282 427 427 431 515
Total 8,003 8,344 8,235 8,765 9,806 9,296 9,156 7,935 8,008 8,534 8,104 8,326 8,390
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Exhibit (B-3)
Pilotage Fees,
Income 2006 - 2014






San Francisco Bar Pilots
2006 -2014

Total Pilotage Feas
Sea Marshal & Other Income

Total Revenues
Total Expenses

Net Income

Average Net Income Per Pilot

2006 2007 2008 2009 2010 2011 2012 2013 2014
39,264,873 37,523,239 37,330,873 34,071,805 34,456,762 37,251,893 36,341,646 33,276,060 39,754,055
144,820 227,618 36,558 277,376 123,360 108,835 316,305 125,906 114,058
35,409,693 37,750,857 37,417,431 34,345,181 34,580,122 37,290,828 36,657,851 38,401,566 35,868,114
9,815,852 10,791,626 11,603,536 10,205,794 12,713,873 12,409,407 13,543,662 12,433,715 13,211,538
20,493,841 26,959,229 25,813,895 24,135,387 21,866,245 24,981,421 23,108,259 24,968,251 26,656,575
491,892 450,673 451,450 427,153 393,207 451,336 405,266 429,155 453,766
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Exhibit (C)

Findings and Recommendations of the
Board of Pilot Commissioners in
Response to the 2011 Rate Petitions of
PMSA and SFBP






BEFORE THY. BOARD OF PILOT COMMISSIONERS FOR THE
BAYS OF SAN FRANCISCO, SAN PABLO, AND SUISUN

In re Petitions of the PACIFIC MERCHANT )
SHIPPING ASSOCIATION and the )
SAN FRANCISCO BAR PILOTS for an ) FINDINGS AND
Adjustment of Piletage Rates under Harbors ) RECOMMENDATIONS
and Navigation Code sections 1200-1203. )

)

FINDINGS

1. On February 11, 2011; the Pacific Merchant Shipping Association (PMSA) and the San
Francisco Bar Pilots (SIBP) filed separate petitions for adjustment of pilotage rates under the
provisions of sections 1200 through 1203 of the Harbors and Navigation Code. On Febrvary 18,
2011, in compliance with the notice requirements of Harbors and Navigation Code section 1201
and section 236(b) of its regulations,' the Board of Pilot Commissioners set April 6, 2011, as the
date for a public hearing to obtain information and data relating to the issues raised in the
petitions. '

2. PMSA and SFBP submittcd written evidence in support of their respective petitions and
written evidence responding to each ether’s petitions within the tite limits set forth in section
1201.5. :

3. The Board’s president convened & pre-hearing conference with the parties, as authorized
by section 236(g), which was held on March 29, 2011, At that conference, the Board president
requested submission of additional evidence as permitted by section 236().

4. Prior to the bearing, the Board, in compliance with section 236(¢), was provided with
copies of the audited annnal financial statements for 2009 and 2010 of the San T'tancisco Bar
Pilots and the San Francisco Bar Pilots Benevolent and Protective Associatien.

5. The public hearing to obtain information and data relating to the issues 1aised in the
petitions commenced on April 6, 2011, and concluded on April 8, 2011, The hearing was
cenducted in accordance with the Bagley-Keene @pen Mesting Act, and the proceedings were
recorded by a certified shotthand reporter,

6. On April 28,2011, following submission ef closing briefs by PMSA and SFBP, the
Beard met to deliberate concerning what pilotage rate changes, if any, it should recommend to
the Legislature, given the evidence before it. Members of the Board considered each of the

! All references to sections 1201, 1201.5, 1202, or 1203 are te those sections of the Harbors and Navigation Code,
unless otherwise specified, All references to section 236 are to ssctien 236 of the Board's regulations (Cal. Code
Regs., til, 7, § 236), unless otherwise specified.
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factors in sectlon 1203 and section 236(f). The meeting was conducted in accordance with the
Bagley-Keene Open Meeting Act and was recorded by a certified shorthand reporter. The Board
voted on five different rate proposals, declining to recommend approval of two of the
proposals—the ones submitted by SFBP and PMSA—and voting to recommend three others.
The respective findings in support of cach of those five votes are identified in Pinding Nos. 8, 18,
23, 28, and 34 below. These findings reflect statements made by tndividual commissioners on
the prevailing side of a vote and supporting evidenee in the record, Because, in casting their
votes on the prevailing side, individual commissioners may not have shared identical supporting
reasons, individual findings may not reflect the unanimous view of all of the commissioners who
were on the prevailing side,

Raie adjusiments requested by SFBP

7. The SFBP petition requested two surcharges, a transpertation fee, additions to the
Service Code and Charge Listing published by SFBP, and percentage increases in all rates,
effective in 2014 and 2015, as follows:

(a) A fuel surcharge offective January 1, 2012, to cover fuel costs in operatling pilot
hoats. The surcharge would cover the entire cost of fuel for the pilot boats, not just the cost
of fuel over and above some base level of fuel cost. The surcharge would be calculated as
follows; For the fitst quarter of 2012, a fuel surcharge mill rate would be obtained by
dividing the actual fuel cost for the third quarter of 2011 by the total fonnage moved during
thal quarter. The mill ratc thus obtained would be applied to the high gross registered
fonnage of a vessel on all invoices for the first quarter of 2012. For the second quarter of
2012, the miil rate would be obtained by dividing the actual firel cost for the fourth guarter
of 2011 by the total tonnage moved during that quarter. Quarterly recalculation of the mill
1ate for subsequent quarters would continue in this way through the end of 2015.

{b) A rent surcharge effective January 1, 2012, to cover the amount of vent for that year
set forth in the lease with the Port of San Francisco for SFBP's leased premises at the end of
Pier 9 am the Embarcadero. The surcharge would cover the entire rental amount set forth in
the lease, not just the rental cost over and above some base level of rent. The rent surcharge
would be calculated as follows: For 2012, the rent surcharge mill rate would be obtained by
dividing the 2012 rent provided for in the lease by the projected tonnage for 2012, which is
the actual tonnage for 2010, totaling 310,651,138 fons. That mill rate would be applied to all
invoices in 2012, Similar calculations would be made for 2013, 2014, and 2015, using the
same actual 2010 tonnage figure as the projected tonnage for these years,

(c) A transportation fee would be charged for each vessel move o cover costs of
returning pilots to their cars or the pilot office after completing a vesse! move. The fee
would be $87.75 per vessel move in 2013, $89.51 per vessel move in 2014, and $91.30 per
vessel move in 2015,

(dy Four new charges wonld be added to the Service Code and Charpe Listing for ship
movemeiis or special operations, under Harbors and Navigation Code section 1191, as
followrs:



Code 892 TP, Additional Pilot, Pt. Blunt to Dock, 1/2 listed rates

Code 892 OP, Additional Pilot, Dock to Pt. Blunt, 1/2 listed rates

Code 815 TP, Two Pilot Requirement, double charge

Code 841 CS, Cancel Service Less Than 8 Hours (Stockton/Sacramento), $258

(e} A six-percent increase in the current rates per draft foot and per high gross
repistered ton imposed by Harbors and Navigation Code section 1190, effective January 1,
2014, and a further six-percent increase to those rates, effective January 1, 2015.

(f) A six-percent increase in the Service Code and Charge Listing as published by the

SEBP, effective January 1, 2014, and an additional six-percent increase, effective January 1,
2015,

8, The Board declined to recommend approval of the rate adjustments proposed by the San
Francisco Bar Pilots, as submitted, by a vote of four votes against the proposal, two votes in
favor. Finding Nos. 9 through 16 below set forth the reasons for the rejection of SEBP’s
proposed rate adjustments, as submitted.

9, Neither the proposed fuel surcharge not the proposed rent surcharge is a surcharge in
the usual sense, Normally, surcharges are charges that apply above a certain base level of
expense. These ptoposed charges encompass the entire cost of the expense item, starting with the
first dollar of expense. Both surcharges would require shipping companies to bear the entire
amount of these expenscs, thereby removing any incentive for the SFBP to control these costs.

10, A proliferation of surcharges is bad policy. Surchatges or special fees for the nogmal
expenses of a business that are either well known in advance or determinable within reasonable
limits, such as rent or fransportation, are just part of the mix of business expenses, and to the
extent possible should be controlled by the owners of the business to maximize efficiency and
net return, Surcharges for the entivety of those items shift all of the business risk associated with
them to the rate~payers, who have no ability to intervene to control costs passed through to them.

11. The two proposed surcharges are unlike the pilot-vessel surcharge authorized by
Harbors and Navigation Code section 1190(a)(1)(B), which funds acquisition of new pilot boats
and the cost of design and engineering modifications for the purposes of extending the service
life of existing pilot boats, excluding the costs of repair or maintenance. Such purchases and
upgrades are infrequent evonts with large price tags, Further, shippers participate directly during
the design phase and the open public process whereby the Board authorizes construction. The
process is transparent. Industry has a voice.

[2. The several surcharges mandated by statute relate o the duties of the Board of Pilot
Commissioners and are not part of the business of SFBP, other than the pilot-vessel surcharge,
and, for a brief period, the now-expired navigation-technology surcharpe—another non-
recurring, special-circumstance surcharge approved by the Legislature with the shippers’
CONCUITENCe,



13. The proposed fuel surcharge is a more ditfficult case, The cost of fuel is a significant
expense in the overall cost of providing pilotage service, is highly variable, and is largely beyond
the control of the SIFBP, There might be some savings to be had at the margin by reducing the
speed at which the boats operate, or other operational modifications, but in the main, the cost of
fuel is dictated by market conditions that cannot be controlled by either the pilots or by shippers.
Fucl surcharges are common in other industries for similar reasons.

14. A major problem with the SFBP surcharge proposals and the proposed transportatién
fee is that they all start with the first dollar, With these new charges structured in that manner,
the charges would cover not merely the marginal inereasc in expense experienced in recent
years, but instead the entite expense. To the extent that the proposed new charges cover expenses
that have been a part of the business mix for decades—rent, transportation, fuel—there is in fact
ahidden generic rate increase. A generic rate increase may be justified, but it ought fo be open
and obvious—not hidden.

15. The proposals for the addition of four new charges in SFBP’s Service Code and Charge
Listing appear to be reasenable and in the public inferest, both with respest to environmental and
other public safety risks, and with respect to increasing the efficiency of maritime commerce on
the watets within the Board’s jurisdiction. With some clarifying modifications concerning when
the charges apply, these changes appear appropriate.

16. With respect to the proposed six-percent across-the-board rate increases proposed for
2014 and 2013, some increasc is justified, but the full increases requested seem excessive.

Rate adjustments requested by PMSA

17. The PMSA petition requested a percentage reduction in the bar pilotage mill rate
established in szction 1190 of the Harbors and Navigation Code, as follows:

¢ Minus 7.4 percent, offective Junuary 1, 2012

¢ Minus 1.39 percent, effective January 1, 2013
»  Minus 1.39 percent, effective January 1, 2014
e  Minug 1,39 percent, cffective Junnary 1, 2015
»  Minus 1.39 percent, effective January 1, 2016

18, The Board declined to recommend approval of the rate adjustments proposed by the
Pacific Merchant Shipping Association, as submitted, by a vote of six votes against the proposal,
none in favor. Finding Nos. 19 through 22 below set forth the reasons for the rejection of
PMSA’s proposed rate adjustments, as submitted.

19. The Board’s responsibility is to assess the economic environment as it exists {oday, not
the economic environment that existed nine years ago when the Board last anthorized an
adjustment in rates, The Board is not bound by assumptions used by the Board in 2002, either as
to future shipping calls ot that Boatd’s apparent assumption that future levels of gross registered
tonnage would remain “flat,” Nor 1s the Board bound by any “trond line” for appropriate
increases in pilot net income that may have been contemplated by the Board in 2002.
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20. This Board must makse its own present-day assessments and predictions regarding future
shipping traffic across the bar and in the bay and ity tributaries, and regarding the future costs of
providing pilotage service,

21, Similarly, this Board must make its own present-day judgments concerning pilot
compensation, given the evidence available to it in this proceeding.

22. PMSA’s proposal focused predominantly on the Board’s 2002 rate decision and the
assumptions that may have motivated it. PMSA devoted relatively little attention to the factors
{isted in section 1203 and section 236(L) that the Board s to consider in preparing a
recommendation to the Legislature. Based on the evidence presented to it in this proceeding, this
Board does not believe that the rate rollback requested by PMSA is warranted,

Other rate adjustinents considered by the Board

23. By a vote of six in favor, none against, the Board approved a recommendation that the
Legislature adopt a fuel surcharge, effective January 1, 2012, The surcharge would be based on a
benchmark per-gallon cost for California No. 2 Diesel Ultra Low Sulfur fuel (0-15 parts per
million). If the average per-gallon cost to SFBP during a defined three-month period exceeded
the benchmark per-gallon cost, the excess per-gallon cost over the benchmark figure, multiplied
by gallons purchased, would be recoverable in the succeeding quarter on a per-move basis, with
each vessel piloted paying the same amount ag a fucl surcharge. The recoverable excess ¢cost
would be divided by total vessel moves by pilots during the same defined three-month period 1o
get the cost per vessel 1o be charged in the succeeding quarter. The recommended fuel surcharge
is described in more detail in Recommendation No. 1 below. Finding Nos. 24 through 27 below
set forth the reasons for adoption of this fuel surcharge recommendation.

24. The cost of providing fuel to SFBP’s five pilot boats is a significant element of SFBP’s
expenses and has recently increased sharply.

25, The cost of fuel is volatile and difficult to predict.

26. The leve] of fuel use and its consequent cost are largely beyond the ability of SFBP to
control. There might be some savings to be had at the margin by reducing the speed at which the
boats operate, or other operational modifications, but in the main, the cost of fuel is dictated by
market conditions that cannot be controlled by either the pilots or shippers. Fuel surcharges are
common in othet industries for similar reasons, and they are appropriate here.

27. Tn response to the foregoing factors, it is appropriate to authorize a fuel surcharge to be
recaloulated for each quarter and charged and collected only in those circumstances where
average per-gallon fitel costs exceed the benchmark per-gallon price,

28, By a vote of five in favor, one against, the Board approved a recotamendation to add,
effective January 1, 2012, four charges to those authorized by Harbors and Navigation Code
section 1191. Two of the charges involve a charge equal to 50 percent of the mill rate under
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Harbors and Navigation Code scetion 1190 where considerations of safety require that an
additional pilot board the vessel within the bay to bring a vessel to or from the dock. A third
charge involves a doubling of the charge for bay and river moves not covered by bar pilotage
rates, again where considerations of safety require vse of an additional pilot. The fourth charge
sets the minimum time at eight hours for cancellation of requested services for vessel departures
from the Potts of Sacramento and Stockion. These recommended charges are described in more
detail in Recommendation No. 2 below, Finding Nos. 29 through 33 below set forth the reasons
for adoption of this recommendation,

29. Considerations of safety may require that an additional pilot be used in the navigation of
a vessel in transit or in its docking or departure from a dock. Such safety concerns may arise
because the size or configuration of the vessel may limit visibility from the bridge or cause
difficulties in handling, particularly in confined or shallow waters, Safety considerations may
also be associated with the approaches to the dock or visibility restrictions caused by conditions
of fog, weather, or darkness, Iinally, the nature of the carge may involve the need for an
additional pilot to provide an additional margin of safcty.

30. An additional pilot may need to board a vessel within the bay to help pilot it to or from
a dock if the vessel is one of the new class of “mega-vessels” that may visit the bay in the future,
The length and width of these vessels would closely approach the limiting sizes of channels and
turning basins in the bay, particularly in the Port of Oakland. These close tolerances, together
with visibility and handling difficulties associated with these vessels, require more precise
navigational aids and may require an additional pilot. Simulations at the California Maritime
Academy have becn conducted at the request of the Port of Oakland to assess whether such
vessels can be piloted safely within the bay. It was determined that such vessels can be piloted
safely within the bay with the use of speecialized aids to navigation and the services of an
additional pilot on board.

31. River moves at night of certain vessels, particularly vessels carrying hazardous cargoes,
such as anhydrous ammonia, may be conducted with safety, but only if a sccond pilot is used for
the iransit, In such situations, the second pilot would be on board for the entircty of a given
segment of the transit for which a separate rate has been approved under section 1191 of the
Harbors and Navigation Code. Accordingly, the rate would be doubled to reflect the presence of
a second pilot for the entire segment. The doubled rate would not apply to bar pilotage mill rate
established in section 1190,

32. The justifications for & second pilot that are set forth in Finding Nos. 29 through 31 are
not the only situations in which a second pilot might be used, but they were mentioned as likely
examples during testimony at the hearing,.

33. Late cancellations of vessel departures from the Ports of Sacramento and Stockton are
more costly than cancelled departures downtiver from those ports o in the bay in terms of time
lost and unnecessary travel expenses incurred by pilots, who must begin travel to these distant
locations hours before the scheduled departure. Presently a late-cancellation charge is made for
all cancellations when the cancellation occurs later than four hours prior to departure, regardless
of poirt of departure. Establishing a separate mintmum time of elght hours for cancellation of
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depatures from the Ports of Sacramento and Stockton will encourage shipping companies to
give sufficient notice to avoid this expense and inconvenience to the pilots,

34, By a vote of five in favor and one against, the Board approved a recommendation that
the rates under both Harbors and Navigation Code section 1190, subdivision (a)(1) and Harbors
and Navigation Code section 1191 be increased in four annual increments of 1,5 percent each on
Janwary 1 02012, 2013, 2014, and 2015. These recommended rate adjustments are described in
more detail in Recommendation Nos. 4 and 5 below. Finding Nos. 35 through 43 below set forth
the reasons for adoption of this recommendation.

35. Onaverage SFBI”s costs have increased at a steady rate since the last rate adjustment in
2002 and can be expected to continue on that trend into the future, While there has been a
significant rent increase for the office space oceupied by SFBP at the end of Pier 9, that space is
appropriate o SFBP’s needs, as opposed to the shortcomings of alternative space considered by
the pilots prior to their recent renewal of the lease with the Port of San Francisco. It makes sense
to have the small office staff co-located with the pilot boats.

36. Concerning whether the net return to pilots is sufficient to attract and hold qualified
pilots, the goal, given the unique and challenging navigational environment in which the pilots
operate, is to attract the best pilots available, not simply those candidates who meet minimum
requireraents,

37. Since the last rate bearing in 2002, the Consumer Price Index has increased at an annual
rate of between 2.2 percont (San Prancisco—Qakland—San Jose Area) and 2.5 percent (West
Region Arex).

38, ‘When compared io pilotage charges for other ports deemed comparable under section
236(£)(4), the curtrent rates for the pilotage grounds served by the SFBP are “in the middle of the
pack,” neither the highest nor the lowest.

39, Similarly, the net income of the local pilots, compared to income levels for pilots of the
comparable ports for which information was available, is agsin about in the middle, neither the
highest nor the lowest. Concededly, there may be differences among the different pilot groups
concerning the composition of their total corpensation package and the expenses that are or are
not borne by the pilots themselves, but there was no evidence that any such differences so
skewed the income figures being compared as to render the comparison meaningless,

40. Concerning possible impacts of any rate adjustments on local shipping, there was no
significant evidence that there would be diversion of ship traffic away from the Bay Arca as a
result of the rate increases under consideration. The pteponderance of the evidence was to the
contrary.

41. The volume of future ship traffic, both in terms of vessef calls and the gross registered
toonage of individual vessels—both of which have a direct effect on pilot net income—are
difficult to predict. SFBP predicted that aggregate gross registered tonnage would remain at or
about current levels for the next four or five years, while PMSA predicted a steady Increase, The

7



PMSA prediction is more consistent with historical trends. It is likely that, given the gradual
recovery from the recession and the rocent statistics concerning bar crossings, that aggregate
gross registered tonnage will gradually increase over the period covered by the recommended
rate adjustinents, Paired with the modest increase in rates recommended hete, the increased
shipping volume should produce an appropriatc net income for the pilots.

42. Concerning the number of pilots available, 60 pilots bave been authortzed by the Board.
The current number of pilots is 55, two of whom, the Port Agent and the Operations Pilot, are
not themselves piloting vessels. Given the number of pilot trainees currently in the fraining
program, the Board expeots that the mumber of pilots will reach 60 within the next several yeats.

43, Those choosing to become pilots incur significant cconomic and career risks in addition
to the physical risk that is inherent in the job. Among those risks are the following:

(a) There has been a significant increase in medical oversight as a result of legislation
enacted in 2008, and that is likely to be further increased with the contemplated adoption of
physical and mental fitness standards for pilots.

(b) Following the COSCO BUSAN incident, pilots are now faced with possible
criminal prosecution for perceived misconduct.

(¢) Economically, iraince applicants incur significant risk by abandoning their prior
maritime employment and entering a one-fo-thrce-ycar training program at gubstantially less
income, not knowing if they will complete the program successfutly and become licensed as
4 pilot,

(d) Newer vessels are larger and more difficult to pilot in the bay’s coofined channels
and difficult currents, thercby increasing & pilot’s exposure to liability,

These factors may be impediments to persons considering a career as a pilot in the Bay Area, and
pilot income has to be high enough to overcome any reservations about such a career change, so
as to attract the best available potential candidates to the {raining program,

RECOMMENDATIONS

1. The Board of Pilot Commissioters recommends approval of a fuel surcharge for all
vessel moves by the San Francisco Bar Pilots. The sutcharge would be effective January 1, 2012,
and would be calculated and collected as follows:

() The benchmark price for California No. 2 Diesel Ultra Low Sulfur fuel (0-15 parts
per million) will be set at $2.75 per U.8, gallon, inclusive of tax, if any, paid by the San
Francisco Bar Pilots.

(b) By December 5, March 5, Fune 5, and September 5 of each year, the SEBP shall
provide the Board an accounting of (1) total gallons of fuel purchased for the exclusive use
of the pilot boats during the three months that precede, respectively, December, March,

8



June, and September, (2) the average per-gallon price of that fuel, and (3) total vegsel moves
during the same three-month period. The first such accounting shall be due by December 5,
2011.

(¢) Tor the purpose of this surcharge, the average price per gal]on shall be the price
paid by the SEBP, inclusive of tax, if any.

(d) If the average price paid per gallon for any three-month period exceeds the
benchmark price, a fuel surcharge will be charged and collected for the appropriate quarter
beginning January 1, April 1, July 1, and October 1.

(¢) Thetotal dollar amount subjcct fo recovery by the surcharge will be obtained by
subtracting $2.75 from the average price per gallon paid over the three-month period, then
multiplying the resulting figure by the total gallons of fuel purchased during the thre&month
period.

(f) The surcharge to be charged each vessel shall be obtained by dividing the total
doHar amount subject to recovery by the surcharge by the total vessel moves during the
three-month peuod . :

() Annually, prior to April 1 ‘the fuel surcharges for the previous calendar year ending
December 31 shall be reconciled 0 ensure that the total surcharges collected for the year
were nol more or less in amount than thosc caleulated in the manner set forth above, Any
differential, positive or negative, shall be subtracted from or added to, as appropriate, the
total dollar amount subject to recovery by the surcharge for the quarter beginning April 1.

2. The Board of Pilot Commissioners recommends the addition, effective January 1, 2012,
of four new charges to the Schedule of Pilotage Rates for Ship Movements or Special Operations
that are authorized by subdivision (a} of Harbors and Navigation Code section 1191 and that are
restated in the Service Code and Charge letmg pubhshcd by San Francisco Bar Pilots, as
follows:

(a) Code 892 1P, When, because of safety considerations, an additional pilot is required
between Pt, Blunt and the dock, the charge for the additional pilot shall be one-half the rate
under subdivision (a)(1) of Harbors and Navigation Code section 1190,

(b) Code 892 OP, When, because of safety considerations, an additional pilot is
required between the dock and Pt. Blunt, the charge for the additional pilot shall be one-half
the rate utder subdivision {(a)(1) of Harbors and Navigation Code section 1190,

(¢) Code 815 TP. When, because of safcty considerations, two pilots are required in
areas subject to rates prescribed nnder Harbors and Navigation Code section 1191, the
charge shall be double the rate under Harbors and Navigation Code section 1191,



(d) Code 841 CS. [f a requested departure from the Port of Sacramento or the Port of
Stockton is canceled less than eight hours prior to the scheduled time for the move, the
charge shall be $262.

3. The Board of Pilot Commissioners reconunends that the Legislature adopt the
restatement of the Schedule of Pilotage Rates for Ship Movements or Special Operations,
amended to include the four new charges set forth in Recommendation No. 2, that is attached as
Appendix [,

4. The Board of Pilot Commissioners reconunends that the draft-foot and mill rates for bar
pilotage in effect under subdivision (a)(1} of Harbors and Navigation Code section 1190,
unaffected by adjustments under subdivision {a)(1)(A) of section 1190, be increased as follows:
those rates that are in effect on December 31, 2011, shall be increased by 1.5 percent on January
1, 2012; those that are in effect on December 31, 2012, shall be increased by 1.5 percent on
January 1, 2013; those that are in effect on December 31, 2013, shall be increased by 1.5 percent
on January 1, 2014; and those that are in effect on December 31, 2014, shall be increased by 1.5
percent on January 1, 2013.

5. The Board of Pilot Commissioners recommends that the minimum rates for ship
movements and special operations in effect under section 1191 of the Harbors and Navigation
Code be increased as follows: those rates that are in effect on December 31, 2011, shall be
increased by 1.5 percent on January 1, 2012; those that are in effect on December 31, 2012, shall
be increased by 1.5 percent on January 1, 2013; those that are in effect on December 31,2013,
shall be increased by 1.5 percent on January 1, 2014; and those that are in effect on December
31, 2014, shall be increased by 1.5 percent on January 1, 2015.

6. Section 1122 of the Harbors and Navigation Code provides for a charge against the
owner, operator, ot agents of any vessel that carries a pilot to sea agaiast his will or
unnecessarily detains a pilot when a pilot vessel is standing by to receive the pilot. Past
legislative approval of increases in this charge have been incorporated into the Schedule of
Pilotage Rates for Ship Movements or Special Operations provided for under subdivision (a) of
section 1191 of the Harbors and Navigation Code. In Recommendation No. 5 above, the Board
recommends annual increases to this and other charges beginning January 1, 2012, The increase
in this particular charge more properly belongs in section 1122. Accordingly, the Board
recommends that the successive 1.5-percent annual increases in this charge that are provided for
in Recommendation No. 5 be accomplished by amendment of Harbors and Navigation Code
section 1122,

DATED:

)

K. MICHAEL MILLER
President of the Board

COPY




SCHEDULE OF PILOTAGE RATES FOR SHIP MOVEMENTS OR SPECIAL OPERATIONS

APPENDIX 1

Pilotage Grounds for the Bays of San Francisco, Sau Pabie, and Sujsun

Harbors and Navigation Code section 1191(n)

-CODE SERVICE AND CHARGE DESCRIPTION CHARGE
~_ ADDITIONAL CHARGES TOANBOUND / OUTBOUND-SHIP MOVEMENTS
892 1P ADDITIONAL PILOT, Pt. BLUNT TO DOCK,. due to safety considerations 50% of See, 1190(q) rates
$92 OP ADDITIONAL PILOT, DOCK TO Pt BLUNT due to safety considerations 50% of Sec, 1190(n) rates
617 8C BETWEEN HUNTERS POINT AND SOUTH $1,515
618 5C BETWEEN UNION PACIFIC RAILROAD BRIDGE - AVON, MARTINEZ TERMINAL 51,131
619 8C BETWEEN UNION PACIFIC RAILROAD BRIDGE - PORT CHICAGO $1,344
620 8C BETWEEN UNION PACIFIC RAILROAD BRIDGE - PITTSBURG $1,575
G621 8C BETWEEN UNION PACIFIC RAILROAD BRIDGE -~ ANTIOCH §1,704
622 8C PETWEEN UNION PACIFIC RATLROAD BRIDGE - SACRAMENTO OR STOCKTON $3,208
« - BAY AND / OR RIYER MOYES / SHIP SHIFTING CHARI‘IZS
(BM= BAY./RIVER'-MOVE; BA =FLAY TOW) - BM BA

601 BM (BA) SAN FRANCISCO (SOUTII OF NORTH END T, 1.) TO HUNTERS POINT $871 $i,742
602 BM (BA)  [SAN FRANCISCO AREA TQ RICHMOND, PT, SAN PABLO $1,003 $2,006
603 BM (BA)  §SAN FRANCISCO AREA TO SOUTH OF HUNTERS POINT $1,515 $3,030
604 BM (BA) SAN FRANCISCO AREA TO SEQUOIA, OLEUM $1,345 32,650
605 BM (BA)  1SAN FRANCISCO AREA TOQ AVON, MARTINEZ TERMENAL $1,575 $3,150
606 BM (BA)  |BETWBEN OLEUM, UNION PACINC RAILROAT BRIDGE AND AVON 51,131 $2,262
607 BM (BA)  {BETWEEN AVON, PORT CHICAGO AND PITTSBURG $1,190 $2,380
608 BM (BA)  [SAN FRANCISCO AREA TO NCGRTH EXTREMITY SUISUN BAY $§2,113 $4,226
609 BM (BA)  [SAN FRANCISCO AREA TO MARE ISLAND, VALLEJO, MARTINGZ, BENICIA $1,453 $2,906
610 BM (BA)  [BETWEEN SEQUOIA, GLEUM, MARE ISLAND AND UNION PACIFIC RAILROAD $1,158 $2,116

BRIDGE
611 BM (BA)  |BETWEEN QLEUM, UNION FACIFIC RAILROAD BRIDGE AND NORTH SUISUN BAY $1,575 $3,150
615BM (BA)  |SAN FRANCISCO AREA TO PORT CHICAGO 51,846 43,692
616 BM (BA) |BETWEEN OLRUM, UNION PACIFIC RAILROAD BRIDGE AND PORT CHICAGO 51,343 $2,650
623 BM (BA) jBETWEEN SAN FRANCISCG AND SACRAMENTO $3,539 57,078

1624 BM (BA)  |BETWEEN SAN IIRANCISCO AND STOCKTON $3,539 37,078

625 DM (BA)  |SACRAMENTG TO STOCKTON $3,539 37,078
626 BM (BA)  [STOCKTON TG SACRAMENTG $3,53% 37,078
627 BM (BA)  |SHIFTING AT SACRAMENTO OR STOCKTON B1,131 $2,762
628 BM (BA) [SAN FRANCISCO AREA AND ANTIOCH $3.004 $2.448
629 BM (BAY  |[BETWEEN OLEUM, UNION PACIFIC RAILROAD BRIDGE AND ANTICCH $1,696 $3,392
630 BM (BA)  |BETWEEN OLEUM, UNION PACIFIC RAILROAD BRIDGE AND SACRAMENTO/ $3,208 Lo,416

STOCKTON
631 BM (BA)  |BETWEEN AVON, PORT CINCAGO AND ANTIOCH $1,322 $2,644
032 BM (BA)  [BETWEEN AVON, PORT CHICAGO AND SACTO f STOCKTON $2,503 $5,006
633 BM (BA)  |BETWEEN PITTSBURG, ANTIOCH AND SACTO / STOCKTON $2,035 $4,070
8955C ADDL’]I[ONAL VI'SSEL LT‘N(JH CHARGES TORBAY AND /ORI R]VER MOVES /SHIP

. . SHIFTING CHARGES -

Length in Fect
600 - 624 A Dase Bay or River Move Rale Plus 14%
525 - 640 B 114% of Base Bay or River Rate Plus 4%,
650 - 674 ¢ Sum of B Above Plus A
675 - 699 D Surm of C Above Plus 4%
700 and sbove  [B Additional 4% Added for Each Inerereent of 25 Feet, Computed to the Nearest 25 Feet Lavel 4%

Below the Actual Length of the Vessel

Armrmesrmrdiv 1 Thawn 1 =8 ™




APPENDIX 1

SCHEDULE OF PILOTAGE RATES FOR SHIP MOVEMENTS OR SPECIAL OPERATIONS
Pilotage Grounds for the Bays of San Francisco, San Pabla, and Suisun

Harboxs and Navigation Code seetion 1191(a)

MISCELLANLEQUS SHI MOVEMENT AND SPECIAL OPERATION CHARGES
{BA = FLAT TOW) - ’I‘Iu, charges in columu BA arc computed as double standm d fm all
dead ship or flat tow pilotage | BM BA

815TP TWO PILOTS RLQUIREMENT due o safety considerations 100% of Sec, 1191(a) ruies
gL7 DD DOCK TO DOCK, EXCLUDING ABOVE ANTIOCH $431 $862
818 AD DOCK STERN-IN OR DOWN-TIDE (BM/BA} - Thera will be an additional charge equal to the

preater of 14% of the base charge for the vessel movement or $103 (if BM) ar $206 (if BA}.
821 AD ADIJIST COMPASS, RDF, RADAR ~ | SWING $1,006
822 AD ADFJST COMPASS, RDE, RADAR - 2 SWINGS 31,190
83188 STANDBY TIME PER HOUR, charged in ¥4 hour inerements $214
244 CP CANCIL SERVICE WITH LTSS THAN 4 HOURS NOTICE $262
B41 CHW CANCEL SERVICE AFTER PILOT REPORTS $536
841 CS CANCEL SERVICE REQUIST WITH LESS THAN 8 HOURS NOTICE; from Stockion or $262

Saeramento
845EX PILOT ON BOARD EXCESS 8 HOURS, PER HOUR $351
851 ET FNGINE OR DOCK TRIALS, PER HOUR $538
853 AN ANCHORING AFTER DEFARIURE $319 $638
871 DT DELAY EMROUTE, INCLUDING VT8 ORNDERED, PER HOUR Charged in ¥ hour increments, $416

1 houy minimum

Anmondly 12 Daca 2 ~F7
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Exhibit (D)

Update on Port Operations Issued by
Port of Oakland, Maritime in
Connections with ILWU and PMA
Contract Negotiations through 2/26/15
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Port of Oakland - Maritime

Thirteen ships await berths; lowest number in February
Last updated February 26, 9:40 a.m. PST

Port of Oakland marine terminals are open and fully operational today. Eleven vessels
are at berth, Thirteen are anchored in San Francisco Bay or holding station outside the
Golden Gate awaiting berths. This is the lowest number of vessels waiting for berths at
the Port of Oakland in the month of February. Truck traffic is light-to-moderate at
terminal gates,

Terminals open and fully operational February 25
Last updated February 25, 9 a.m. PST

Marine terminals are open and fully operational today at the Port of Oakland. Ten
vessels are at berth, Fifteen others await berths. All requests for longshore labor have
been filled. Truck traffic is light at all terminal gates except Ports America Outer Harbor.

Full operations at Port of Oakland Feb, 24
Last updated February 24, 9:15a.m.

The Port of Oakland reports full operations today at its five marine terminals. Nine
vessels are at berth. Seventeen are anchored in San Francisco Bay or holding station
outside the Golden Gate awaiting berths, A full complement of longshore labor has
reported for duty. Truck trafficis light at all terminal gates.

Full night operations Feb, 23
Last updated February 23, 9:15 p.m. PST

Full operations are underway at the Port of Oakland on the evening shift. Eight vessels
are being loaded and unloaded. No disruptions reported.

Marine terminals open at Port of Oakland Feb. 23 day shift

Port of Oakland marine terminals are open this morning. Nine vessels are at berth and
18 are awaiting berths. Labor orders have filled for yard and gate operations. Vessel
operations are limited due to a temporary shortage of experienced crane operators. Full
operations are scheduled to resume on the night shift. Truck traffic is light at all terminal
gates except TraPac.

Vessel operations resume at Port of Oakland on Feb, 22 night shift
Last updated February 22, 8:17 p.m. PST

Vessel operations have resumed this evening at the Port of Oakland. Five vessels are
being loaded and unloaded. Another three are scheduled for operations. Some
requested jobs have gone unfilled.

Statement on suspension of day shift operations Feb. 22
Last updated February 22, 3:17 p.m. PST

The Pacific Maritime Association today released the following statement: “An area
arbitrator today ruled that longshoremen affiliated with Local 10 of the International
Longshore and Warehouse Union (ILWU) conducted illegal work stoppages at the Port
of Oakland, resulting in port operations being shut down during today’s day shift.
Employers have ordered labor for the night shift, “The Pacific Maritime Association will
continue to address any future work stoppages by Local 10 through the grievance and
arbitration process, and, if necessary, in court.”

Operations suspended during Feb. 22 day shift
Last updated February 22, 3 p.m. PST

Work resumed at the Port of Oakland Saturday night Feb. 21, It continued Sunday
morning but then was suspended for the remainder of the day shift, The issue is a labor-
management dispute over break time. Labor has been requested for the Sunday night
shift Feb. 22, It remains to be seen if the labor request will be filled or if operations will
resume. Vessel operations - with one or two exceptions - will be suspended again
Monday, Feb. 23. It's hoped that the dispute will be settled in arbitration Monday, Feb,
23,

Vessel operations expected to resume
Last updated February 21, 12:15 p.m. PST

Vessel operations are scheduled to resume tonight, Feb. 21, at the Port of DQakland,
following the Feb. 20 announcement of a tentative settlement in the nine-month-long
negotiations over a new West Coast waterfront labor contract. There are 11 vessels at
berth at the Port today and 16 awaiting berths,

Wi warw nortofoakland . comy/maritime/onerational status.aspx
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Port of Oakland Marine Terminals
and Operators
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Ben E Nuttei Terminal
(STS/Everqreen

(510) 645-2400

Matson Termima

(510) 272-2010

Dakland Internaticnal Containe:
Ferminal (55A

(510) 238-4400

Ports Amarica Quter Harbon
Terminal
(510) 464-8600

Trapac Terminal

(510) 286-8600

Other Business Partners

>

BNSF Railway

(510) 268-3543

Urien Pacific Ralraad

(510) 891-7669

Pacific Maritime Association
(415) 576-3200

International Longshore and
Warehouse Unian (ILWLU
(415) 775-0533

U5 Coast Guaid

(510) 772-8865

S Customs and Border Protection

(415) 744-1530 Ext. 237

J CaAtacts

Press Office
Mike Zampa

Communications Director
(510) 627-1565

mMzampaaportotoakian
Maritime Marketing

Beth Frisher

Maritime Business Development
Manager

(510) 627-1834
bifiisheraportafoakiand.cor
Social Responsibility

Amy Tharpe

Social Responsibility Director
(510)627-1302

atharpeportoakland. cor
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Port of Oakland - Maritime Page 2 of 1]

Port of Oakland applauds contract settlement
Last updated February 20, 7:15 p.m.

The Port of Oakland this evening applauded the tentative agreement of a new .
longshore labor contract for the West Coast waterfront. At the same time, it called for R
efforts to accelerate the movement of global container trade, §

“We are pleased that an agreement has heen reached,” said Chris Lytle, the Port's
Executive Director. "Now it's time for all sides to pull together and get cargo moving
with the speed our importers and exporters need.”

The Port praised the efforts of U5, Secretary of Labor Thomas Perez, California Gov.
Edmund Brown Jr, its congressional delegation and Oakland Mayor Libby Schaaf. It
credited their intervention with accelerating a final rescluticn.

Tentative agreement on a new 5-year contract between waterfront employers,
represented by tha Pacific Maritime Asscciation, and the Infernational Longshore and
Warehouse Union {LWU) was announced this evening. The two sides had worked
without a contract since last July, their impasse slowing containerized freight operations
from Seattle to Southern California. Once finalized, the contract will cover 29 .5, West
Coast Ports. It awaits unlon ratification,

The Port of Qakland has prepared a status update on what the settlement means and
how long it will take to clear out the cargo backlog that has developed at all major West
Coast ports. To see the update, continue reading.

The Port of Oakland did not participate in the contract negotiations, As a landlord port, it
laases facilitias to marine terminal operators who employ longshore labor.

With a contract in place, the Port said its top pricrity is immediate resumption of
uninterrupted carge operations. It called on terminal operators, labor, truckers and
ocean carriers ta join forces and quickly restore productivity. “Shippers are laoking to us
to accelerate the flow of cargo,” Mr, Lytle said. "We owe them our best effort.”

WHAT COMES NEXT?

After more than nine months of negotiations, a tentative contract agreement has
been reached on the West Coast waterfront. The Pacific Maritime Association and
International Longshora and Wareheuse Union annnunced their settlement the
evening of Feb. 20, The contract covers 29 U.S. West Coast ports inciuding the
Port of Oakland. Here's a iook at what the deal means for the maritime sector and T
global trade.

.
-

Pt
S

THE CONTRACT

Q: So this nine-month dispute is finally over?
A Not quite. Linion members must vote on the proposed contract, It's not certain
yet when that vote will be taken.

Q Wil there be more slowdowns, stoppages and delays in the meantime?
A; Both labor and management will hopefully commit to full productlwty at the ports
while ratification of the contract is pending.

Q: Why did this take so long?
A: A number of issues were negotiated at length including labor jurisdiction, health
and benefits, technology and arbitration.

Q: What are the hig h'lights of the deal?
A it's best to get that from the two negotiating parties. The Port of Oakland was
not involved in the contract talks.

Q What's the length of this contract?
A Five years.
Q: Will it be more of the same at the naxt negotiation?

A: There's a history of challenging bargaining over waterfrent contracts. The hope
is that both sides will recognize the need to setfle future contracts without further

damaging the economy.

RECOVERY

Q: Now can the Port go back to normal?

A It could take 6-10-8 weeks for Oakland and other West Coast ports to recover
from the cargo backlog. Cargo movement should improve soon, but it will take time
to restore full productivity. :

http://www.portofoakiand.com/maritime/operational _status.aspx 2/26/201°
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Q: Why will it take so long to recover?

A: Ships, containers and chassis are all out of balance. They're not where they
need 10 be fo support carge movement. Repositioning of these assets will take
some time,

Q: What's the Port of Qakland going to do to expedite carge movemeant?

A: We've already instituted a number of extraordinary measures. These include:
weekend gates, express lanes, additional truck parking and daily status reports for
shippers. We will work now with marine terminals, truck drivers and shipping lines
on additional issues including chassis avanablllty, demurrage charges and
appointment systems.

Q: Will containers continue to be stranded for days and weeks inside the Port?
A: Terminal operators will develop plans to expedits the release of cargo. Once

productivity is restored at the terminals and chassis and containers are back in full -

circulation, cargo delays should disappear,

(: What about exports: will shippers be able to get their goods, espemally
perishables, on ships for foreign markets?

A Export delays will disappear when shipping lines resume normal rotations.
Some are omitting Oakland calls to compansate for significant delays after
stopping in Seuthern California.

Q: What can cargo owners de to get their containers out of the Port?
A: They should contact the shipping line that transported the]r cargo or the marine
terminal where it's awaﬂmg release.

Q: Will we cantinue to see long lines of trucks at terminal gates?
A: Waiting times have declined significantly in the past menth. Periodic traffic build-
ups are likely while full productivity is being restored at the terminals.

Q: Can we expect more slowdowns and suspended operations while the contract
awaits rafification’? e

A: Both negotiating parties will hopefully commit to full cooperatlon in assisting the
full recovery of West Coast ports. That should help minimize dlsruptmns and
delays.

CURRENT PORT STATUS

Q: What's the backiog at the Port of Oakland right now?
A: Thirteen vessels were at berth today and 16 were awaiting benhs at the Port of
Oakland. These numbers should decline in coming days.

Cr What's the status of imports stored in marine terminals?

A In seme cases it could still take several days for imports to be released from
terminals. Look for improvement soon now that a tentative agreement has been
reached. :

Q: What about exports - will they stilt be delayed in getting loaded to ships?
A: That situation will also improve as vessels that have bypassed Qakland to
overcome schedule delays return to normal rotations.

Q: Will truckers sfill face long walts at terminal gates?
A Depending on the time of day, wait times could still be extensive at several
terminals. Best times are usually early momings.

Q Is the Port operating at full productivity?

A: No. The rate of movement on vessels and in container yards has declined over
the past three months. That should improve now that the contract impasse has
been resolved.

Q: Why were ships avoiding Oakland? _

A: Vessels calling the U.S. West Coast stop first at the ports of Los Angeles and
Long Beach. Because of significant delays there, some were bypassing QOakland,
returning instead to Asia to make up lost time. That practice could end scon with
announcement of a tenfative contract agreement.

Q: What happens to Oakland carga if vessels truncate voyages in Southern
California?

A It's discharged in Southern California and shlpped via rail or truck to Qakland at
additional cost.

Q: is cargo volume increasing at the Port of Oakland?

Al it was. In 2014, the Port of Oakland set an all-time record for cargo volume. But
volume declined 32% in January from the same period a year age. Cargo volume
has also declinad at other major U.S. West Coast ports. Further declines are

1 r - T o "
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expected for February when the latest statistics are released in mid-March. The
decline is attributed to the nine-maonth contract dispute.

PORT OF OAKLAND'S ROLE

Q: How could you let this contract dispute drag on for nine months?

A: The Port of Oakland was not part of the contract negotiations. The Portis a
landlord, leasing facilities to marine terminal operators. Those operators hire
longshore labor and negotiate contracts with the union.

Q: So you were powerless dwing this whole episode?

A: We had no autherity to bring about a contract settlement. We did, however,
advocate vigorously for a seitlement and communicated continuously with the
negotiators. We also worked closely with tarminal operatars, shippers and fruckers
to mitigate the effects of the dispute.

Q: If you're only the landlord, what can you do help restore normal operations at
the Port? -

A: We're already in discussions with the Part's stakeholders on new measures to
expadite cargo flow and clear out the backlog. We're visiting cther ports in search
of new ideas. We're aleo stepping up communication to customers to help them
restore their supply chains.

IMPACT OF THE DISPUTE

Q: How much money did the Port of Oakland lose because of this dispute?

A: It's too soon to tell if there has been a financial impact. The real risk is jobs. If
shippers divert cargo permanently away from U.S. West Coast ports, jobs will be at
risk. More than 73,000 jobs depend on the Port of Qaldand. A large number of
those could be jeopardized if cargo owners choose alternative gateways. '

Q: Why should shippers continue to use the Port of Oakland?

A: More than 85% of the imports routed through Cakland are for final destinations
in Northern Califomnia. The Port of Qakland is the convenient gateway for that
cargo. Likewise, for Bay Area and Central Valley exporters - Oakland is the best
choice. The goal is to increase business through Cakland. The Port is gearing up
with new develapmants that will make it the West Coast's leading transportation
and logistics center. This will include warehousing, transloading, cold storage and
grain transport. Qakland is aiso an improving intermodal cargo gateway with good
rail connections to the U.S. interior. '

Q: How do you keep faith with shippers who lost business and money because
they couldn’t get their carge?

A: This is the top priority for the Port of Oakland. Service must improve. The Port
must be easier to do business with. One-on-one meetings and customer forums
help with understanding the needs of shippers, It's the Parl’s responsibility to meet
those needs in collaboration with marine terminals, shipping lines and trucking
companies.

Tentative contract settlement announced, Details to follow
Last updated February 20, 6:25 p.m. PST

A tentative deal has been announced in the nine-month-long negotiations between the
Pacific Maritime Association and international Longshore and Warehouse Union for a
new West Coast waterfrant contract. More cetails to follow.

Full operations resume at Port of Oakland Feb. 20
Last updated February 20, 9:20 a.m. PST

Port of Qakland marine terminals resumed full operations this morning following a
suspension of aperations Feb. 19 for a labor meeting. Thirteen vessels are at berth
today. Sixteen await berths. Truck traffic is heavy at the gates of Oakland International
Container Terminal and Poris America Quter Harbor terminal. All requests for labor have
been filled.

Labor secretary gives negotiating deadline
Last updated Feb. 19, 10:15 p.m. PST

The US. Labor Secratary has given negotiators in the nine-month-old West Coast
waterfront contract dispute a Friday, Feb, 20 deadline, according to the Associated Press,
If no settlement is reached by then, according to the report, negotiators will be
summoned to Washington, D.C. to continue bargaining. click here

Senators urge swift contract settlement
Last updated February 19, 7 p.m. PST

In a letter to International Longshore and Warehouse President Robert McEilrath and
Pacific Maritime Association President and CEQ James C. McKenna, senators Barbara
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Port of Oakland - Maritime

Boxer and Dianne Feinstein expressed their concern that despite a narrowing of
differences, the parties have not been able to resolve the labor dispute because they
cannot agree on the selection of an arbitrator, click here

Lakor meating halts work at Port of Oakland marine terminals
Last updated February 19, 9:15 am, PST

Port of Oakland marine terminal operations halted today as longshore workears took the
day off for a union meeting. That means no gate, vard or vessel work on the 8 am. 1o §
p.m. shift, the Port said. Vessel operations will stop on the evening shift as well under a
menth-old suspension of nighttime activity by terminal operators.

The decision not to work cornes in the ninth month of contract negotiations hetween
dockwarkers and terminal operators at 29 West Coast ports. Full operations are
expected to resume at the Port tomorrow, Feh, 20.

“The decision not to work fs damaging to shippers who rely on the Port of Qakland to
move their carge, and to the thousands of people who depend on the Port for their
livelihood,” sald Port Maritime Director john Driscoll. "Disruptions such as this one
cripple our ability to suppart global trade and the ecanomy of the Bay Area."

According to reports, the longshore union Is taking the day off to conduct a monthly
meeting. The meetings, known as "stop-work" meetings, have long been part of labar-
management comiracts at West Coast ports, Traditionally, however, those meetings
have been held at night, Today's day-shift meeting coincides with the Port's peak period
of activity.

The work stoppage means containers will not be loaded or unicaded on the 12 vessels
at berth. It also precludes the release of import containers or acceptance of exports for
overseas shipment.

$an Francisco Chrenicle: port dispute has gone toe long
Last updated February 19, 7:45 a.m. PST

The San Francisco Chrenicle says in an editorial today that the West Coast port contract
dispute has gone on too lang. It says that President Obama was right to involve US,
Labor Secretary Tom Perez in the talks. It adds that shipping traffic numbers make clear
that a slowdown is in effect al he ports, dlick here

Labor Department statement on Feb. 18 meeting over port dispute:
Last updated February 18, 7:30 p.m. PST

Labor Secretary Tom Perez today was Joined by Cemmerce Secretary Penny Pritzker and
Los Angeles Mayor Eric Garcetti for meetings with parties as they continue to work
toward a resolution, The dispute continues to impact U.S. businesses and workers who
are reliant on global supply chains. Secretaries Perez and Pritzker stressed the
importance of reaching an immediate agreement before the dispute causes further
econcemic damage. Global trade is vital to the strength of the U.S. economy, with exports
of U.5. goods and services reaching a record $2.35 trillion In 2014 and supporting 11.3
million American jobs. The administration will continue to work with hoth parties, in
addition to business leaders, workers and elected officials as talks continue.

West Coast governors urge settlement of waterfront contract dispute
Last updated February 18, 2:25 p,m. PST

The governors of Califernia, Oregon and Washington today called for a quick resolution
of the contract Impasse affecting West Coast seaports. "This impasse Is disrupting
international trade and jeopardizing thousands of jobs," California Gov. Edmund G,
Brown Jr. said. “Get it done guys." click here

Labor Dept. statement: Feb.17 meetings on contract "positive and productive”
Last updated February 18,2 p.m, PST

Labor Secretary Tom Perez had positive and productive meetings with both parties of
the West Coast Ports dispute, including leadership of the Internaticnal Lengshore and
Warehouse Union and the Pacific Maritime Association. On behalf of President Cbama,
Secretary Perez made clear that the dispute has led to a very negative impact on the USS,
economy, and further delay risks tens of thousands of jobs and wifl cost American
businesses hundreds of millions of dollars. While the parties have made tremendous
pragress, Secretary Perez stressed that it's imperative the parties come to an immediate
agreement te prevent further damage to our economy and further pain for American
workers and their emplayers, In addition to today's in-person meetings, Secretary Perez
had calls with a number of state and local elected officfals, including Governor Jay Inslee
(D-WA), Governor Jerry Brown (D-CA), Los Angeles Mayor Eric Garcetti, Seattle Mayor Ed
Murray, Long Beach Mayor Robert Garcta, Gakland Mayor Libby Schaaf, Tacoma Mayor
Marityn Strickland and San Francisco Mayor Ed Lee to discuss the impact of the ongoing
dispute on their local, import-driven economies. Secretary Perez will continue to meet
with both parties on Wednesday while continuing to regularly brief senior
administration officials on the ongoing negetiations.
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Labor secretary to resume talks
Last updated February 18, 1:20 p.m. PST

The Los Angeles Times reports that the U.S, Labor Secretary will resume talks in the San
Francisco Bay Area today with both sides in the nine-month West Coast waterfront
contract dispute. click here

Marine terminals open, traffic light
Last updated February 18, 9:30 a.m. PST

Port of Oakland marine terminals are open today, There are 10 vessels at berth and 17
awaiting berths. Requests for labor have been filled at all marine terminals. Truck traffic
is light at terminal gates.

Port of Oakland terminals open, vessel operations resume
Last updated February 17, 11:50 a.m. PST

Port of Oakland marine terminals are open and fully operational. There are 11 vessels at
berth and 19 awaiting berths. Vessel operations have resumed after West Coast terminal
operators suspended them Feb. 14-16. Truck traffic at marine terminal gates is light. A
full complement of labor reported for work on the waterfront,

Port of Oakland cargo volume declined in January

Last updated February 17, 9:30 a.m, PST

Port of Oakland cargo volume declined dramatically in January, the result of an ongoing
West Coast waterfront labor dispute, The Port reported today that containerized imports
were down 39% from January 2014, Exports declined 26%. Total volume was off 32%.

The Port attributed the decline to slowdowns arising from a dispute between
dockworkers and employers over a new contract. Port operations at 29 West Coast ports
have been affected by the impasse, now entering its ninth month.

“With a decline in productivity and a breakdown in vessel schedules at all U.S. West
Coast ports, cargo volumes are far from normal,"” said Port of Oakland Maritime Director
John Driscoll.

The Port said importers have begun diverting containerized cargo to gateways outside
the U.5. West Coast. These include ports in Canada, Mexico and the U.S. East Coast. It

added that exporters have been challenged in shipping cargo to overseas markets
because of vessel delays and diversions.

Labor Secretary Perez to Visit San Francisco

Last updated February 16, 10:30 a.m. PST

Labor Secretary to Visit San Francisco Tuesday Over West Coast Ports Dispute. click here
President Obama Sends Labor Secretary Into Port Dispute

Last updated February 14, 1:00 p.m. PST

President Obama Sends Labor Secretary Tom Perez Into Port Dispute, click here
Update On Weekend Operations At the Port of Oakland

Last updated February 13, 2:00 p.m. PST

The Pacific Maritime Association has suspended vessel operations Feb. 14-16 at all U.S.
West Coast ports, including the Port of Oakland. Vessel operations are expected to
resume Feb. 17. Matson terminal will be open for night operations Monday. Ports
America Outer Harbor will be open for limited operations Monday.

Congressman Wants Port Contract Dispute Settled

Last updated February 13, 12:00 p.m, PST

Rep. Kurt Schrader has spoken up in Congress on the need to settle the West Coast
waterfront contract dispute. He has urged the President to intervene, To see the video,
click hare

Port of Oakland Marine Terminals Are Open Today

Last updated February 13, 10:15 a.m, PST

httn://www.portofoakland.com/maritime/operational status.aspx 2/26/2013
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Port of Oakland marine terminals are open today. There are nine vessels at berth and 18
awaiting berths. Post-holiday truck traffic is heavy at many terminals, Requests for labor
have been fiiled at most, but not all terminals. ’

Members of Congress urge settlement of West Coast port dispute

Last updated February 12, 510 PST

A bipartisan group of U.5, lawmakers on Thursday urged a swift end to the labor dispute
that has throttled port activity on the West Coast: click here

PMA decision

Last updated February 11, 3:30 p.m, PST

PMA suspends vessel operations: Pacific Maritirne Association website: click here

Port of Oakland Holiday Schedule

tast updated February 11, 3 p.m. PST

Port of Cakland marine terminals will be closed for holidays Feb, 12 and 16 with the
exception of Ports America Quter Harbor, which wilt be open for limited operations; and

Matson, which will be open Feb. 12. Contact terminal operators for details,

Port of Dakland Operating Status, Waterfront Labor Talks

Last updated February 11, 11 a.m. PST

The Port of Oakland today released the following update on seaport operations and the
status of waterfront lakor talks. The report addresses the significant carga buildup that
has slowed cargo movement on the U.S, West Coast. It also looks at prospects for a
longshare labor contract settlement o the threat of a coast wide port shutdown. This

* status report can be repraduced, excerpted or posted. For quick, daily updates on the

Port's status, go to www.Portofoakland.com
Status of Port oparations
{2: What's the situation at the Port of Oakland?

A: The Port of Oakland, like other major West Coast container seaports, is facing a
significant cargo bufldup. 10-12 vessels a day await berths at its marine terminals.
Vessels are arriving late and off-schedule due to delays at previous stops in Southern
California. Ships wait days for berths. Cargo movement inside terminals has slowed
down. Truck drivers sometimes face long waits to collect containerized imports for
delivery. Cargo can be delayed days in reaching final destination.

Q: What's causing the buildup?

A: Animpasse between waterfront employers and longshore labor has led to
disruptions, slowdowns and reduced port productivity. Other contributing factors
include:

z US.import valumes have increased with the strengthening economy;

= The introduction of megaships has strained the ability of perts - especially in
Southern California - to efficiently handle cargo;

= Chassis, the truck trailers used to haul containers on the highway, are in short
supply;

* Through much of last fall, shippers diverted a significant amount of cargo to
Oakland to avoid port congestion in Los Angeles and Long Beach;

# Late-arriving vessels from Southern Callfornia are undermining berthing schedules.

Q: How long has this heen going on?

A: Congestion in Southern California emerged in the late summer of 2014, The buildup
in Qakland began in fate Novemnber,

Q: Is this only affecting Qakland?

At No, all West Coast ports are affected by these issues. The ports of Los Angeles and
Long Beach are facing extreme congestion.

Q:1s there a lockout at Oakland or other West Coast ports?

A: No. Employers at West Coast perts suspended vessel loading and unloading Feb, 7-8
to clear container yards, Full operations resumed Feb. 9.

Consequences of cargo buildup and labor impasse

(: Who's being hurt by the labor impasse and cargo buildup?

" n _— M
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A: The impact is felt worldwide. Global supply chains - especially hetween Asia and the
U.S. - have been disrupted. Multinational companies are reporting lost revenue and
increased costs because they can't get products from overseas sources to markets or
manufacturing centers, But the real impact is closer to home, Stall business owners ara
unable to get goods on the shelf in time for long-planned merchandising programs.
Some are paying high premiums for wark-arounds such as airfrelght. Manufacturers are
at risk of closing down assembly lines because they dan't recelve parts shipments,
California's Central Valley growers can't get perishable agricultural exports through the
marine terminals quickly and onte ships for delivery to overseas markets, Thousands of
independent harbor truckers are doing less business - and receiving less pay. Businesses
are beginning to furlough workers because their operations are stymied by cargo delays.

Q. What is this situation coing to the Port?

A: The labor impasse and cargo buildup jeopardize the credibillty and standing of West
Coast ports. Shippers and ocean carriers are losing confidence in the reliability of the
ports. They're diverting cargo ta other gateways in Canada, Mexico or through the
Panama and Suez canals to the U.S, East Coast. Some vessels are temporarily bypassing
Qakland because they're behind schedule after Southern California calls.

: What's the financial impact to the Port?

A: It's too soon to say. Up until December, Import volume was increasing at the Part of
Qalland, However, cargo volume numbers for January are expected to show a dedline
when statistics are released. This could impact Portincome. Its revenue is directly
linked to cargo volume handled by marine terminal operators,

Q: Is there no recourse for shippers - especially small businesses - damaged by this
impasse?

A: Shippers can talk to the ocean carries they contract with or the marine terminal where
their carga is stared,

Q: Can't the Port help them?

A; The Port doesn't manage terminal operations or the movement of shippers' cargo. It
works with terminal operators ta mitigate the impact of the carge buildup,

Status of waterfront [abor negotiations
Q: Who's involved in the labor negotiations?
A: The Pacific Maritime Association is the group of ocean carriers and marine terminal
operators that hires longshore labor on the West Coast, The International Longshore

and Warehouse Union represents dockworkers, marine derks and others who work at
the ports, The two sides are negotiating a new contract.

Q; What's the hang-up on the labor front?
A: The last contract expired in July of 2014, Labor and management have operated
without a contract since then. After months without r<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>