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MEETING MINUTES

Committee Members Present:

David Hoppes, Committee Chair, Commissioner (via telephone)

Captain Einar Nyborg, Commissioner (via telephone)

Captain Anne MclIntyre, Business Director, San Francisco Bar Pilots (SFBP)

Mike Jacob, Vice President and General Counsel, Pacific Merchant Shipping Association (PMSA)
(via telephone)

Committee Members Absent:
None.

Staff Present

Allen Garfinkle, Executive Director

Roma Cristia-Plant, Assistant Director
Dennis Eagan, Board Counsel (via telephone)
Alethea Wong, Administrative Assistant 11

Public:
Captain Oscar Prada, Commissioner (via telephone)

OPEN MEETING
1. Call to Order and Roll Call. (Chair Hoppes)

Committee Chair Hoppes called the meeting to order at 9:30 a.m. Administrative Assistant I1
Wong called the roll and confirmed a quorum.

2. Approval of the minutes from the Committee meeting held on March 18, 2020.
(Chair Hoppes)

The Committee members were presented with the draft minutes from the meeting held on
March 18, 2020. There was no discussion or public comment on the draft minutes.

MOTION: Mr. Jacob moved to approve the draft minutes from the meeting held on
March 18, 2020. Captain Nyborg seconded the motion.

VOTE: YES: Hoppes, Jacob, Mclntyre, and Nyborg.
NO: None.
ABSTAIN: None.

ACTION: The motion was approved.

3. Discussion of Budget Letter 20-11, Current Year Expenditure Reductions, issued April 30,
2020, and other correspondence that could potentially impact the Board’s budgets.

Committee Chair Hoppes requested clarifications regarding Budget Letter 20-11, Current
Year Expenditure Reductions, issued April 30, 2020, and questioned its applicability to the
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Board since the Board is self-funded, He also commented that if the Board cuts costs and

reduces surcharges, the money would go back to the shipping company and not to the state’s

General Fund.

Assistant Director Cristia-Plant explained that:

On April 30, 2020, the Department of Finance released Budget Letter 20-11. The letter
acknowledged the significant economic impacts resulting from the COVID-19 pandemic,
which has made it even more critical that state government be efficient, effective, and
conducted in the most economical manner possible.

The Budget Letter further directed all state agencies and departments to take immediate
actions to reduce expenditures and identify operating savings, including: holding off on
entering into new contracts or making changes to existing contracts unless they meet
certain exemptions, cancelling all non-essential travel, and using discretion when filling
vacant positions.

The Governor’s May Revision Budget Proposal released last week includes further
proposals to rethink how the State delivers services to Californians, including: expanded
telework strategies, reconfigured office space, delivering more government services
online, and implementing other efficiencies and cost savings measures.

The May Revise and budget is now before the Legislature for review and must be passed
by June 15.

Board staff are currently working with staff of the Transportation Agency (CalSTA) and
Department of Finance to understand how these budgetary actions will apply to Board

operations and will provide additional updates as details are further confirmed.

Executive Director Garfinkle stated that the Board is still discussing with CalSTA the
applicability of BL 20-11 to the Board, and that all state entities should do what they can to
honor the spirit of cost cutting that is necessary to recover from the fiscal impacts of the
pandemic.

Mr. Jacob commented that the Board is a small organization the performs a discrete task that

it is funded with special funds, and that to apply such broad fiscal measures across to the
Board is unreasonable.

Board Counsel Eagan stated that BL 20-11 applies to state entities that are under the direct

executive authority of the Governor. He explained that boards whose members are appointed
by the Governor to fixed, staggered terms are not under the Governor’s direct authority as is

an agency or department. He noted that BL 20-11 encourages entities not under the
Governor’s direct authority to implement similar or other mitigation measures to achieve
budget and cash savings, that he is still working with CalSTA legal staff to clarify the
Board’s position in state government, and noted that CalSTA legal staff may have different
interpretations of the Board’s statutes and regulations.
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Committee Chair Hoppes stated that cutting Board spending will require a Board decision
based on what to cut and how deep the cuts are.

Executive Director Garfinkle stated that the Board’s budget was not reduced in the
Governor’s May Revise, but that a reduction in budget authority of 5% is not much, that the
Board should keep a healthy fund balance, and bear in mind that there might be future cuts to
expenditures. Mr. Jacob agreed.

There was a general discussion of 2020 year-to-date shipping activity, and Captain McIntyre
reported that SFBP’s pilotage revenue had dropped significantly this year. She stated that
SFBP revenues were down 5% in January, 15% in February, 17% in March, 7% in April and
21% the first half of May. She stated that the Port of San Francisco is not expecting to see
any recover until September.

. Review Board fund condition, revenue and expenditure projections and monthly data for
all pilotage fees and vessel moves and their effect on Board-approved surcharges.

The Committee discussed the 2019-20 fiscal year fund condition statements as of March 31,
2020, including the current fiscal year budgets, revenues and expenditures, and contract
encumbrances for the Board Operations, Pilot Continuing Education, and Pilot Trainee
Training funds, and the Governor’s proposed May Revise budget for fiscal year 2020-21 (FY
2020-21).

a) Review Board Operations Surcharge rate (currently at 2.75%), and the revenues,
expenditures and reserve balance. Recommendation to the Board to adjust the
Board Operations Surcharge rate, if warranted. (Executive Director
Garfinkle/Assistant Director Cristia-Plant)

Assistant Director Cristia-Plant reviewed historical and projected Board Operations
surcharge data, and explained that she included a sensitivity analysis for projections
reflecting FY 2020-21 fiscal impacts under varying scenarios of revenue reductions (no
change, and 10%, 15% and 20% reductions), and differing board operations surcharge
rates (no change, 3%, 3.5%, 4%, 4.5% and 5%) and the projected impacts to the ending
fund balance in June 2021. She also explained that the highest Board Operations
Surcharge rate allowed in statutes is 7.5%. Executive Director Garfinkle commented that
the highest Board Operations Surcharge rate during his tenure was 6.5%.

Mr. Jacob commented that it is unknown how quickly shipping volume will bounce back,
and what other impacts may arise due to a pandemic-induced depression or recession.
Mr. Jacob stated that it’s not certain how the shipping industry will fare, but he has seen
recent rebounds in tanker activity. He also added that although the ports are losing
money, they have not hit a critical fiscal point yet.




Board of Pilot Commissioners for the Bays
Meeting Date: of San Francisco, San Pablo, and Suisun
660 Davis Street, San Francisco, CA 94111
Page 4 of 6
May 20, 2020 FINANCE COMMITTEE
MEETING MINUTES

b)

Captain Mclntyre agreed that there is uncertainty of when shipping activity will return to
normal, and that the SFBP is very concerned about the current and long-term impacts to
pilot revenue.

Committee Chair Hoppes proposed the Committee consider raising the Board Operations
Surcharge rate to 4.5%, assuming a net reduction in shipping activity of 15%, which is
projected to achieve an ending fund balance of approximately one year of budgetary
expenditures. Chair Hoppes and Mr. Jacob agreed that the Committee can recommend to
the Board to change the rate again next quarter, if necessary. Captain Mclntyre and
Commissioner Nyborg agreed with the suggested rate increase, and Commissioner
Nyborg stated that it is better to take action sooner rather than later given the uncertainty
of future shipping volumes.

Mr. Jacob thanked Assistant Director Cristia-Plant for her efforts and for providing a
thorough analysis. Executive Director Garfinkle reminded the Committee that the
Department of Finance will also need to approve the surcharge rate increase after Board
approval.

MOTION: Mr. Jacob moved that the Committee recommend to the Board to raise the
Board Operations Surcharge rate from 2.75% to 4.5% of all pilotage fees.
Captain Nyborg seconded the motion.

VOTE: YES: Hoppes, Jacob, Mclntyre, and Nyborg.
NO: None.
ABSTAIN: None.

ACTION:  The motion was approved.

Review Pilot Continuing Education Surcharge rate (currently at $35/move), and the
revenues, expenditures and reserve balance. Recommendation to the Board to
adjust the Pilot Continuing Education Surcharge rate, if warranted. (Executive
Director Garfinkle/Assistant Director Cristia-Plant)

Assistant Director Cristia-Plant presented historical Pilot Continuing Education
Surcharge data and reviewed projections for FY 2020-21, which included a sensitivity
analysis reflecting differing reductions in the number of projected moves at varying
surcharge rates. Committee Chair Hoppes noted that while the Board has kept the Pilot
Continuing Education Surcharge rate low to burn off excess fund balance, he proposed
that the Committee consider raising the Pilot Continuing Education Surcharge rate from
$35 to $40/move in line with the Committee’s intention to increase the rate to a level that
fully funds one year of expenditures. Mr. Jacob agreed to the proposal, and stated a small
rate increase now will smooth the rate increases until the desired rate is achieved.
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MOTION: Captain Nyborg moved that the Committee recommend to the Board to
raise the Pilot Continuing Education Surcharge rate from $35/move to
$40/move. Captain Mclntyre seconded the motion.

VOTE: YES: Hoppes, Jacob, McIntyre, and Nyborg.

NO: None.
ABSTAIN: None.

ACTION:  The motion was approved.

¢) Review Trainee Training Surcharge rate (currently at $10/trainee/move), and the
revenues, expenditures and reserve balance. Recommendation to the Board to
adjust the Trainee Training Surcharge rate, if warranted. (Executive Director
Garfinkle/Assistant Director Cristia-Plant)

Assistant Director Cristia-Plant presented historical Trainee Training Surcharge data and
reviewed the projections for FY 2020-21, which included a sensitivity analysis reflecting
differing reductions in the number of projected moves at varying surcharge rates. She
also noted that the Board is not anticipating to administer a Pilot Trainee Training
Program selection exam during the FY 2020-21. Chair Hoppes noted the large fund
balance, and stated that he did not see a need to change this surcharge rate at this time.
Mr. Jacob agreed.

MOTION:  Mr. Jacob moved that the Committee recommend to the Board to maintain
the Trainee Training Surcharge rate at $10/trainee/move. Captain Nyborg
seconded the motion.

VOTE: YES: Hoppes, Jacob, Mclntyre, and Nyborg.

NO: None.
ABSTAIN: None.

ACTION:  The motion was approved.

5. Review of Navigation Technology Surcharge rate (currently at $40/move), and the
revenues, expenditures and reserve balance. Recommendation to the Board to adjust
the Navigation Technology Surcharge rate, if warranted. (Captain Mclntyre, San
Francisco Bar Pilots Business Manager)

Captain Mclntyre stated that the Board approved approximately $1.125 million in navigation
technology purchases, and that it is SFBP’s intention to request the Board to approve
additional purchases to increase the final Board-approved amount to $1.2 million. She noted
the additional purchases will extend the useful life of the equipment already purchased, and
that with the downturn in shipping volume and the expected increase to Board approved costs
to $1.2 million, she recommended a change in the Navigation Technology Surcharge rate
from $40/move to at least $50/move.

Mr. Jacob commented that it would be better to raise the rate to a sufficient amount to ensure
the collection of the necessary total surcharge collections before the end of the year, but not
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too high so that collections cease before the SFBP requests additional navigation technology

purchases.

MOTION: Mr. Jacob moved that the Committee recommend to the Board to raise the
Navigation Technology Surcharge rate at $50/move. Captain Mclntyre
seconded the motion.

VOTE: YES: Hoppes, Jacob, Mclntyre, and Nyborg.

NO: None.
ABSTAIN: None.

ACTION: The motion was approved.

6. Public comment on matters not on the agenda.
Captain Mclntyre reported to the Committee that she reimbursed the SFBP’s Benevolent and
Protective Association from Navigation Technology Surcharge funds for $20,363 for
Navigation Technology licensing fees in April, and was not aware that the Finance
Committee needed to authorize the reimbursement. Board Counsel Eagan suggested for the
Committee to retroactively ratify this action at the next Committee meeting.

7. Schedule the next Committee meeting, and proposals for the next Committee meeting
agenda.

The Committee agreed to meet on Thursday, August 20, 2020 at 9:30 a.m.
8. Adjournment.
Committee Chair Hoppes adjourned the meeting at 11:06 a.m.
Submitted by:
Cra DO o

Allen Garfinkle
Executive Director




