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State of California Gavin Newsom., Governor

Board of Pilot Commissioners for the Bays

of San Francisco, San Pablo, and Suisun
660 Davis Street., San Francisco, CA 94111

Phone: (415) 397-2253 Fax: (415) 397-9463

E-mail: allen.garfinkle@bopc.ca.gov

Website: www.bopc.ca.gov

CERTIFICATION

[, ALLEN GARFINKLE, declare:

1. 1 am the Executive Director of the Board of Pilot Commissioners for the Bays of
San Francisco, San Pablo, and Suisun, which is an agency of the State of California.

2. | am the custodian of the Board's records.

3. Attached is a true and correct copy of a document in possession of the Board,
entitled "SAN FRANCISCO BAR PILOTS AND SAN FRANCISCO BAR PILOTS
BENEVOLENT AND PROTECTIVE ASSOCIATION CONSOLIDATING FINANCIAL
STATEMENTS Year Ended December 31, 2018 (With Comparative Consolidated
Amounts for 2017)."

4. This document was received by the Board from the General Counsel of the San
Francisco Bar Pilots on or about March 19, 2019.

| certify under penalty of perjury under the laws of the State of California that the
foregoing is true and correct.

DATED: 2.8 O<tluesr , 2019

&Lﬁm

ALLEN GARFINKLE
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SHEA LAEAGH @{)BBERSTEF N

CERTIFIED PUBLIC ACCOUNTANT & ADVISGRS

INDEPENDENT AUDITORS REPORT

MEMBERS OF THE SAN FRANCISCO BAR PILOTS
AND MEMBERS OF THE SAN FRANCISCO BAR PILOTS BENE¥QLENT AND PROTECTIVE ASSOCIATION

We have audltcd the accompanying consolidating financlal statements of SAN FRANCISCO BAR PILOTS and SAN FRANCISCO BAR
PILOTS BENEVOLENT AND PROTECTIVE ASSOCIATION, (col lectively, the “Companies”), which comprise the consolidating balaice
sheet as of Becember 31, 20118, and the related consolidating statements of incorme arid comprehensive income, equity and cash f]
year then ended, and the retated notes to the consolidating financial statsments, We have also audited the accompanyiiig’
financial statsments of SAN FRANCISCO BAR PILOTS and SAN FRANCISCO BAR PILOTS BENEVOLENT AND PR TECTIVE
ASSQCIATION, which comprise the comohdatcd balance Sheet as of Decetriber 31,2017, and related consolidatéd statements o
comprehensxve income, equ1ty and cash flows for the year then ended, and the relaled notes to the consolidating financial stat

Management’s Responmblhty ‘for the Pmancxa[ Statements j-'

Managemsitis rasponmble forths prep'lratxon and falr presénition of these consohdatmg Financial staterionts in accordarice With accountmg :
principles genorally accepled in the United States of America; this includes the destgn, impletentation, and maintenance of inernal control

relevant to the prepamtmn and faxr pr escntanon of financial statements that are free ﬁom material misstatement, whether due to fraud of etior,

Auditors’ Responsxblhty

Exh. IC-25a

Qur respons.lblhty is to express an. opition on these financia statements based on our audits, We conducted our audits in accordarice with -

auditing stafidaids genérally Acccptcd in thé United States 5f Ameuca Those standaids rcqulre that we plan and perform the audits to obtain
reasonable assurance about whether the finaneial statements are free from material misstatement,

An gudit involves performing procedures to obtain audit evidence about the amounts aad disclosures in the consolidating financial statements,
The procedures selected depend ont the suditors’ judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error, In making those risk assessments; the auditor considers internal contxol relevant to the Companm

preparation and fair presentation of the consolidating financial statements in order to design audit procedures that are appropriate in the
circumnstances, but not for the purpose of expressing an opinion on the effectiveness of the Corpanies’ internal control. Accordingly, we
express no such opinion. An-audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of the consolidating financial statements,

We believo that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

.

In our opinion, the 2018 consolidating financial statements reforred to above present fairly, in all material respects, the individual and
consolidated financial positions of SAN FRANCISCO BAR PILOTS and SAN FRANCISCO BAR PILOTS BENEVOLENT AND
PROTECTIVE ASSOCIATION as of December 31, 2018, and the results of their operations and their cash flows for the year then ended in
accordance with accounting principles generally aceepted in the United States of America. Also, in our opinion, the 2017 consolidated
financial staternents present fairly, in all material respects, the consolidated financial position of SAN FRANCISCO BAR PILOTS and SAN
FRANCISCO BAR PILOTS BENEVOLENT AND PROTECTIVE ASSOCIATION as of Decernber 31, 2017, and the results of thelr
operations and their cash flows for the year then ended in accordance with accounting principles generally accepted in the United States of

Ametica.

SHEA LABAGH DOBBERSTEIN
Certified Public Accountants, Inc.

San Francisco, California
Pebroary 26, 2019

44 Montgomery Street, Suite 3200 | San Franelsco, CA 84104 | Tel 415,897.4444
SAN FRANCISCO SAN MATEO WALNUT CREEK
sldepa.com
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SAN FRANCISCO BAR PILOT‘?
AND D
SAN FRANCISCO BAR PILOTS BENEVOLES

"AND PROTECTIVE ASSOCIATION

T e - CONSOLIDATING BABANCE SHERT -~ -~ oo = o = oo o oo

S Decernber 31, 2018
(Wllh Compamuve Consohdnh..d Amounlq t‘or 20 I7)

2018 . 2017
A 'fEhmmatmg S .
Bar Pilots.©7 - Betievoleiit . Eiitrles - Comohdated Coitsolidated . -

b 5.63_0,51}

4085 I e IS0 L 692

okt

$ i0412351

See accompanying notes to consolidating financial statements, ) ' Page 2
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SAN FRANCISCO BAR PILOTS
T AND

SAN ERANCISCO BAR PILOTS BENBYOLENT AND PROTECTIVE ASSOCIATION

CONSOLIDATING BALAN CE SHEET (Contmued)

December 31 2018
(With Comparative Consofidated Arhounts for 2017)

LIABILITIES AND EQUITY,

Exh. IC-25a

See accompanying notes to consolidating financial statements,

2018 2017
o Eliminating
Bar Pi'lots Benevolent Entres Consolidated Consolidated
CURRENT LIABILITIES o .
Line of Credit $ - § 1,423,197 % - § 1,423,197  § 826218
Accounts Payable: Lo ) T
Trade . - 525,630 27,513 - 553,143 -+ 389,255
Board of Pilot Commissioners . 216,162 - 216,162 372,492
Navxgatwn Teclmology Surcharges o . 55,280 - (55,280} - .
Pension  ~ : 906,552, s " 906,552 878,409
Other ) o N . 242,120 o - 242,128 284,942
Intercampauy o ) e L 64780 S e (64,730) - T
Accrusd Expen.sem : - : : T
Propexty Taxes 7 _ ‘ - 150,000 “ 150,000 450,000 ¢
Vachtlon Pay T : 323,425 RN . 323,425 49354
Othet * - B o 100,482 i “ 100,482 . 54065 ¢
Cunent Portion of LongnTerm Debt e : - 290,484 - 290,484 IR
TO’IAT" "URRENT LIABILITIES - 2434440 L89L104  (120,060) 4205574 . .. 3297735
™y  LONG/TERM LIABILITIES AU o T R AT
) Deferiad Income Tax Liabiliy - o Faeoee e 148,000 - 148,000 288,500
-Deferrod Ront e e - - 23,627 .
Accruéd Petision Benefit Obligauon CORB6ZSIG.. T e - 562,516 444, 071
Long-Tern Debt, Net of e
CunentPottlon _ : _ __240,490 - 2404907 e B
'l'OTAL LONG THERM L.IABU_.I [TES 862,516 388,490 - 951,006 756,598
TOTAL LIABILITES 3996956 _ 227968 (120,060 5,156,380 4,054,333
. mouny : IR '
Pilots” and Members’ Eqmty 5,452,529 1,357,223 - -6,809,752 9,319,977
Accurhulated Other Comprehensive Loss 7(1,5753.4_81) et - (1 553480y (L, 197,960)
TOTAL EQUITY ‘3.8_99,048 1,357,223 - 5,256,271 8122017
TOTAL LIABILITIES AND EOUIfl‘Y $ 6,896,00Ll $ 3,636,907 § (120,060) $10412,851 $12,176,350
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SAN FRANCISCO BAR PILOTS
, AND , o
SAN FRANCISCO BAR PILOTS BENEVOLENT AND PROTECTIVE ASSOCIATION

REVENUES
- Pilotage Fees Earned
Pilot Vesssl Surcharge
: Navxgntxon ’I‘eohnology Sunch‘u ge

Sen. Mﬂrs‘hal% :
.Char er Hite

NET INCOMIE

OTHER COMPRFHE\NIVE GAIN (LO? ﬂ)
A Deﬁned BeneﬁL Perision Flan, Net

COMPREHENS WE INCOME {L.OSS}

" AVERAGE NET INCOME PER PILOT .

Year Ended December 31,2018 -
(With Comparative Consalidated Amounts for 2017)

CONSOLIDATING STATAMENT OF INCOME AND COMPREHENSIVEINCOME

’

Exh. IC-25a

2018 2017
o . Eliminating ‘
Bar Pilots - Benwo]ent _Bntrics Consolidated Consolidated
$44o17412 $ C S - S 440174120 c§ 43,073,129
. S . . 700932; :
. 3,120 343,120 o
- L4166 (L1416 - -
(1245,623)
44,017,412 (2369,789) 44,360,533,
7,807,662 s 63620
710974 (281,041). 429,93
‘ Loe o (843,125)
1,561,878 T

cad 410 020 i

2971 898 o

(1,369,789) -~

osms -
e 32 442 -
S doast o oosiss

29628258 (287,600) .

(122391)‘ e Uzl (800
W (165 209)' L 2043080 294m00

(355,521) : : (355,52 188,238
$20272737 $ (1652090 $. - § 2907528 $ 29,660,938
5520250 3 49572

See accormpanying notes fo consolidating financial staterments.
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SAN FRANCISCO BAR PILOTS
AND
AN FRANCISCO RAR PILOTS BENEVOLENT AND PROTECTIVE ASSOCIATION

= CONSOLIDATING STATEMENT OF CASH FLOW T

o INCREASE (DECREASE) i A% AND REST TED CAst

Year Eqded December 31, 2018 : _
(With Comparative Consolidated Amounts fc)i‘ 20L7)

2017

" BarPilots ~ _ Benévolent. .

l65: . Comsolidated Consoﬁdafea_ -

CAS : FLo" s F"'OM op R ATING' ACTIVIT[ES Y

o $29063,000

: (62,125)

(237 076)-

B (29 601 9_79)

(29,60(,279_) (1 244042)3 e ,_',“(30,345,3;1) o

o713 (69"9,359’),’. P (UK 1) SR 1 X7

ASI-IANDRESTRICTED CASH, BhGINNING oF YEAR 1960340 LasATAS = 34508 2836513

"CASHANDRE';TMCTEDCMH FI\HDOFYEAR U issafer. s 7853 8 0 . $2338216 § 344508

) QUPPLEMENTAL CA‘?H F'LOW INF'ORMATTON : oL : ‘. ‘ ‘
. Tnterestl’md DurmgtheYem SR N I 64180 $0. - & 64,180 3 46,024

i

“

IncomeTatesPcud DunngtheYem g . S L Sb 34979. $ - 34979  $ . 343240

NON~CASH F]NANCING ACTIVIT]ES . L 7 PR
: LmeofCredltConvextecl mtoNc»tesPayabla Lo 5 .- & 726218 & - $ 726,218 . .

See secompanying notes to consolidating financlal statements, : . Pageé




SAN FRANCISCO BAR PILOTS
AND
SAN FRANCISCO BAR PILOTS BENEVOLENT AND PROTECT IVE ASSOCIATION

NOTES TO CONSOLIDATING FINANCIAL STATEMENTS.

Year Ended December 31, 2018
(With Comparative Amounts for the Year Ended December 31, 2017)

NOTE 1 ~ NATURE OF OPERATIONS

San Francisco Bar Pilots (“Bm Pilots”) is an affiliated group of* md1v1duals who have been licensed by the
State of Cahfm nia Board of Pilot Commissioners to have the exclusive anthority to pilot vessels from the

high'éeas to the California bays of San Fr ancisco, San Pable; Sulsun; and Monterey and to the mbuta:t ies,

potts dnd harbors of those bays, and from those bays and poits to the high seas. The boats'and equipiént

are -owned - or -leased by ‘the ' San’ Francisco Bar. Pilots Benevolent and Protectlve Assomatmn-‘-

(“Benevolent”), a Cahforma cor pOI auon owned by the mdiwdual pllots

, Benevolent isa membelshlp ﬂssocmtmn mcmpomted under the laws of the State of Cahforma The ‘
individual methbers are liténsed pilols with each meinbér havmg equal interest in the- property of

Benevolent. The bylaws of Benevolent require the 1edemptlon of any mefnber’s certificate within sixty
days of the metmber’s resignation, death or expulsion at a price equal to the average of the prior three

years* avefage net income pét Pilot.' As of December 31 2018 dnd 2017 the redempnon prxco was :

approxunately $474 OOO and $46{) 000 respecuvely

NOTE 2 SUM\/IARY OF SIGNIFIC‘ANT ACCOUNT]N G POLICIES

Bas1s of Accountmg ——B ar Pllots and Benevolent’s (colleotwely, the" “Compames”) fmancml statements

have been prepared on the acciual basis of acoountmg m accordance w1th accoumm g prmuples generally

accepted in the United States of Amerma

Prmcmlcs of Consohdatmg = The Consolidation tOpiC of the mecml Aocountmg Standards Bomd" ‘
(“FASE) Accountmg Standards Cochflcatmn (“ASC”) roqulres Varmble Intel est Bntities (“VIE”) tobe

consolidated by the primaty ‘beneficiat y of the entity if the primary benefi iclary has'a contr olling financial

interest in the VIH. Benevolent has been determined to be a VIE of Bar Pilots in which it has a

controllmg fmancnl mterest and, accordm crly, has been conaohdwted inthe accompan ymg consolldatmcr
findncial stateriiénts. Interoompany accounts and transacfions have been eliminated in consohdatxon _

These ehrm

Use of E‘stunates - The preparatlon of financial statéments in conformxty w1th accountmg pL‘lllClpleS
generally accepted in the United States of America requires management to make estimates and

assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amonnts of revenues and expenses
dmmg the reportmg penod Actual results could differ from those estimates.

Concentration of Credit Risk — The Compames have concentrated their credit risk for cash by lmmtaumng
deposits in one financial institution which may, at times, exceed the amounts insured by the Federal
Deposit Insurance Corporation of up to $250,000. The Companies have not experienced any losses in
such accounts and believe they are not exposed to any significant credit risk to cash.

Page 7

é‘ are shown m a separate column w1th1n the basic consohdatmg flnancml statcment%
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SAN FRANCISCO BAR PILOTS
' AND

S Compames extend credit to its customers in the normal course of business and perfotm ongoing ¢
_evaluations of its customers, Provisions for losses on accounts receivable ate made to maiitain

e oubtful accounts is ‘blO 000 and ‘B108 414, respectwely

REREY ¥\ overtv and Eqmpment Property and eqmpment are smted at cost net of aceumulated dep1 ecmuon and
A _amortization, Mamtenance and repairs, including expenses incurréd related 10 dry docking g, are char g
. - to expense as incurred; major renewals and betterments ate capitalized. Depreciation is provided using
o+ dccelerated methods over the estimated useful 1ifé of the related asset, ranging from three to forty y
/7 Leasehold improvements are amottized over the shotter of the lease term, including expected ren

. _considered a partnersmp, Bar Pilots began filing partnershlp tax refurns in 1979, The tawale income

- deferred taxes. Deferred taxes are recognized for differences between the basis of assets and liabilities
o ~f1nanc1¢11 emd mcome tax reportm g purposes The detened tax assets and hablhmeq repxesent fu ture £

SAN F RAN(,ISCO BAR PILOTS BENEVOLENT AND PROTECTIVE ASSOCIATION

N OTES TO. C‘ONSOLIDATIN G FINAN CIAL STATEMENTS

IR E Year Endec{ December 31 2018 .
(Wlth Comparatwe Amounts for the Year Ended Decembe1 31 2017)

' NOTE 2 SUMMARY OF SIGNH‘ICANT ACCOUNTING POLICTES (C :

_ -Cash The oash of the:C ) 'ﬂmes mcludes cash on 1 hand and held in banks e

"Accounts Recelvable Accounts recewable are stated at the amount the Compames expect to collect

i adequate allowance for potential credit logses, which historically have been within managemen
' expectations, The allowance reflects management’s analysis of recefvables and- the probability
- dollecting those accounts. . Trade accounts receivable are- charged against the allowance when it is
* determined that a payment w1ll not be received. As of Decemb‘ r31, 201 8 and 2017, the a[lowanoe fo

" petiods, or the estimated useful lives of the assets. The Compames reguhrly evaluate their long-liv
- +* . dssets for. indicators of possible impairment. Should impairment exist, the impairinent | Toss would:
k0 'vmeasured based on the excess carrying value of the asset over the asset’s f’ur value, The Compames ha

’ not xdennﬁed any such 1mpalrment losses as of December 31 2018 and 2017, e

-Income Taxes i5No pmvtsmn has bcen made 101 Laxes on income of Bar Pﬂots Although noL Iegally

. ﬁom these retugns is mcluded in the 1nc11v1dua1 income tax returns of the respectlve pﬂots

Yy Benevolent pays both federal and state income ta*( on its tamble mcome Income taxes are p] ov1ded for .
the tax effect of transactions repoﬂed in the financial statements and consist of taxes curt ently due plus

Management has considered x(s i positiors and beheves that all f the pomneﬁs taken by the Cotripanies
in the fedeml zmd state tax 1eturns are 1more hlcely than not Lo be sustamcd upon exammaﬂon -

Page 8
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SAN FRANCISCO BAR PILOTS -
AND
SAN FRANCISCO BAR PILOTS BENEVOLENT AND PROTECTIVE ASSOCIATIO\I B

NOTES TO CONSOLIDATING FINANCIAL STATEMENTS

YearEnded December 31,2018
(With Comparative Ambunts for the Year Ended December 31, 2017)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenues — Bar Pilots’ pmmary source of revenue is from pilotage fees earned from services piloting

vessele Bar PIIOtS recognize revenue upon completion of a pilotage. Benevolent 's.primary source of -
revenye is from smchdrges bﬂled for the use of pﬂot boats, which ate collected byBaL P1lots on the behalf ,
ofBenevolent - TR _ TR L PR

y

- for 1ts oper ons, the tramec t1 ainin g pr ogram and the pﬂdt éohtniumcr eduoaﬁon plogram 01 retamecl by
the Compame acoo_rdance w1Lh apphcable law and. regulatlons TR

partlmpate Cin al Pilots’ total eammgs
accmdance with pohc1es defmed by Bat Pilots 25 a g1 oup

Average net income per pﬂot is computed by cl1v1d1ng Bar Pilot’s net income by the aven age number of
active pil lots diring the yedr, This amoust does riot putport fo represent 'the actial net'mcome of any
spec1flc pilot. ha§ been compuled only to show this informiation on a compalatlve baSIS The averave
number of actwe pﬂots for 2018 and 2017 was 56 95 'md 59 15 respecuvely e

Recent Accountmg Protiouncemeiits ~ In May 2014, the FASB 1ssuad Accountmg Standardfs Update

(“ASU”) No. 2014409, ‘Revenue from Com‘mcts wzth C‘ustamers, " ASU 'No, 2014-09 prov1des '

comprehenswe gu1dance ot the recognition of revenie from custotrers amsmg from the transfm of goods

and services. The ASU also prowdes guidance on accountin g for cettain Contract costs, anid requlres few

disclosuies. In’ August 2015, the FASB issned ASU 2015-14, “Revenue Jrom' ‘Contracts” with
Customers (Topic 606): Deferral of the Effective Date, which defers the effective date of ASU 2014-09
for nonpublic entities to annual 1ep01tmg periods begmnmg after December 15, 2018, The Companies
may élect to apply this guidance one year earlier than the requned effecnve date, ASU 2014- 09 is
required ‘to be adopted either a) retrospectively to each priot reportmg petiod presénted ‘or b)
retrospectively with the ctimulative effect of initially applyirig the guidance recognized af the date of
initial application, Management is currently evaluating the impact of adopting this Guldance on the
Cotipanies’ consolidating financial statements. In May 2016, the FASB issued ASU 20]6 12, Revenue
from Contracts with Customers (Topic 606): Narrow-Scope Improveménts and Practical Lrpedzents The
amendments do not change the core prmc1ples of the standard, but clarify the guidance on aqseqsmg
collectability, presenting sales faxes, measuring noncash consideration, and certaln transition matters,
ASU 2016-12 becomes effective concurrently with ASU 2014-09.

Page 9
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SAN FRANCISCO BAR PILOTS
AND
SAN FRANCISCO BAR PILOTS BENEVOLENT AND PROTECTIVE ASSOCIATION

NOTES TO CONSOLIDATIN G.EINANCI_ALS_TATEMENTS.‘ :

Yeai Bnded December 31, 2018
(With Comiparative Amounts forthe Year Ended December 31, 2017)

NOTE 2 - SUMMARY OF SIGNIFICANT AGCOUNTIN_G @POLICIES (con’tinu‘ed')‘-

, Recent Accountmg Px‘onouncemente (Contmued) In F ebruz—ny 2(}1 6 the FASB isstied ASU 201 6‘-_02

leage 11ab111ty f. ol-a
leage). The hablhty wﬂl be equal Lo the presentvalue of lease paymente. The aqset b

llabﬂlty, subjectto fldjL ment,

Compdmes for anﬁtlal reportmg periods- begmmng"aﬂer ‘December:_ 13, 2018, with early adoption
1 the'gmdance‘mASUf&OIG -15 appheqzetrospec ely ic llpenodspresented -

apphcatmn w' 5 not . ,agamentis currently evaluatmg the xmpact ot adlc p gt tHls gmdan 6 on, g
the Compames consohdﬁmg fmancml statements : SRy :

In Febrmry 2018 the FASB 1ssued ASU 2018 0 Reclasszﬁcarzon of Cermm Ta\c Eﬁects from »
Accumulated Other Comprehengive Income, which aIlows cotmpanies to reclassify fo refained earnings the
stranded fax effects in accumulated other compmhenswe income from the newly—enacted US Tax Cuts
and Jobs Act. ASU 2018-02 is effective for the Compames for annyal reporting periods begmmng after
Decetmber 15,2018, with early adoptlon petinitted, Upon adoption, the guidance in ASU 2018-02 applies
retrospectively to the periods in ‘which the effect of the change in the federal corporate incoine tax rate
due to the Tax Cuts and Jobs ‘Act is rccogmzed Managcment is cunenﬂy evalualmg the fmpact of
aclopung this guidance on the Compames consohdatmg fmancml statements.

Page 10
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SAN FRANCISCO BAR PILOTS
o AND- o
- SANFRANCISCO BAR PILOTS BENEVOLENT AND PROTECTIVE ASSOCIATION

NOTES TO CONSOLIDATING FINANCIAL STATEMENTS __

Year Ended Deceinber 31, 2018
(With Comparative Amourits for the Year Bnded December 31, 2017)

NOTE 2~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Reclassification — Certain prior year financial statement arounts have been reclassified to conform to

ourrent petiod presentation. These reclassificitions had no effect on the reéported tesults of operations,

Subsequent ‘Bvents — The Companies have evaluated the impact of subsequent events on these
consolidating financial statements, including disclosures, throngh Febriiary 26, 2019, the date the
consolidating financial state'me;rits were available to be issued. o

'NOTE 3 = CASH AND RESTRICTED CASH

Amo_{mtsﬁigéludé_d in résiricted ‘cash represent amounts collected »;from,thé'shavigation"'tébhnology
surcharge which are designated to repay the navigation technology financing arrangement (Note 5). The
following table provides a re¢onciliation of cash and restricted cash reported withinthe balance sheets

- that sugs fo the totals of the same such amounts presented in the statement of cash flows, . - -

Cy

2018 2017
Resfricted Cash -~ | S o aams
Total Cash and Restricted Cash Presented in the et
Accotmpanying Statement of Cash Flows % 2338216 “ $ 3,445,088 B
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SAN ERANCISCO BAR PILOTS .
AND '
- SAN PRANCISCO BAR PILOTS BBNEVOLENT AND PROTECTIVE ASSOCIATION

NOTES TO CONSOLIDATING FINAN CIAL STATEMENTS

, Yeeu Ended December 31, 2018
(Wlth Compamtxvc Amounts for the Year Ended December 31, 2017)

NOTE 4~ PROPERTY AND BEQUIPMENT

Propésty and equipment at Decembet 31 consists o the following:. - . -

P;lotBoats and Improvement e
“Drake” - R S I
“San__anc;js.éo” o oo 5335880 5 335 880
“Califotitia” - - 4902005 . 4902025
_“Golden Gate”™ o L L2045 S ??':-1'2 620, 7450
“P;ttsburg” : ' ' S 275 478.:-_ ; »_ .275,478
aseho jandDockImplovements e e TATABI6T L AT24516
. Autoriobile ™ Iy ¢ 7
" 'Constructmn in Progress S 7 :
b SR R WWOL4S8T - 28480058
: L A cumulated Deprecmtwn and Amormzation (26 304 502) (24 894 483) X
’ P1operty and Equlpment Net K o $ ( ' '

A Deprematmn and amortxzauon expense for the years ended December 31 201 8 and 2017 wis $1 41 0 020
and $1 298,654, respectwely '

" 'NOTE 5 ~ LINES OF CREDIT
Bar Pilots have & revolving line of credit with a bank with a maximum bonowmg hmlt of $500 000 :
bedrmg interest at the bank’s refetence tate, but no less than 3.75% (effective rate at December 31, 2018
and 2017 was 5.25% and 4.50%, respectively), expiring on June 21, 2019. The line is collateralized by all

business assets of Bar Pilots, This fine of creditis subj sct to certain financial covenants, As of December
31, 2018 ard 2017, Bar Pilots is unaware of any covenant violations.

At December 31, 2018 and 2017, the Companies had no borrowings against the above line of credit.
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SAN FRANCISCO BAR PILOTS
AND
SAN FRANCISCO BAR PILOTS BENEVOLENT AND PROTECTIVE ASSOCIATION

NOTHS TO CONSOLIDATING FINANCIAL STATEMENTS

Year Ended December 31, 2018
(With Comparative Amounts for the Year Ended December 31, 2017)

NOTE 5 —~ LINES OF CREDIT (Continued)

Benevolent has a revolving line of credit with a bank with a maximum borrowing limit of $2, 000 ,000, -

bearing intetest at the bank’s reference rate, but no less than 3,75% (effective rate at December 31, 2018
and 2017 was 5.50% and 4.50%, respectively), and expiring on June 21, 2019. The line i is collateralized
by certain assets of Benevolent. At December 31, 2018, Benevolent had borrowings against this line of
credit for $1,423,197. Total intérest incuired was $24,992 for the year ended December 31, 2018, The1e
was no borr owmgs against this line for the year ended December 31, 2017, i

Letter of crechts totahng $208 085 have ulso been made available for Benevolent, At Dccember 31 2018
and 2017 the Compames had no bon owmgs against the letter of credits. .

In Janoary 201 7, Benevolent entered into a non-revolving line of credit with a bank with a maximum
borrowing limit of $1,100,000, ‘The non-revolving line of credit bears interest at the bank’s reference rate
© (effective rat at December 31, 2017 was 4.50%). The line is secured by the proceeds of the nayigation
technology charge as represented by restiricted cash (see Note 3), Interest payments are payable
monthly’ commerncing August 1, 2017, On July 1, 2018, the line of cfedit balance of $726,218 was
conveited into a term note, with o maturity date of January 1, 2021 (see Note 6), as Benevolent had paid
all costs dssociated with the nivigation equipment purchases and software license renewal. This line was
subjected to certam financial covenants which include, among other things, a debt service ratio, As of
 December 31, 2017, Benevoletit Wis tndware of any covenant violations. At December 31, 2017,

Beneyolent had borrowmgs against this line of credit for §826,218, At December 31,2018 and 2017, total

interest incuired was $20,216 and $28,054, respectively.

NOTE 6 — LONG-TERM DEBT

Benevolent has long-term debt of $530,974 as of December 31, 2018 associated with the navigation
equipment purchases and software license and with interest at the bank’s reference rate (effective rate at
December 31, 2018 was 5.50%), with amaturlty date of January 1, 2021, Prmmpal payments ate due in
monthly installraeats of $24,207. This hote is subject to ceitain financial covenants which 1nclude, among
other things, a debt service ratio, As of December 31, 2018, Benevolent is unaware of any covenant
violations, Future minimum payments for the years ending December 31, 2019 and 2020 are $290,484
and $240,490, respectively. AtDecember 31, 2018 total interest incurred was $15,845.

Benevolent had long-term debt of $946,322 at Decetmber 31, 2016, which consisted of a note payable toa

financial institution, secured by the pilot boat “Drake”, with interest rate equal to the bank’s index rate
plus 1.90%. Principal and interest payments were due in monthly installments of $88,046. The note
payable was fully paid off in October 2017, Total interest incurred for the note payable for the year ended
December 31, 2017 was $21,097,
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SAN FRAN CISCO BAR-PILOTS
o AND
SAN FRANCISCO BAR PILOTS BENEVOLENT AND PROTECTIVE ASSOCIATION

NOTES TO CONSOLIDATING FINANCIAL STATEMENTS'

Year Ended December 3 1,2018
(With Comparative Amounts for thé Yeat Ended December 31, 2017)

NOTE 7 - INCOME TAXES

Benevolent s provxsnon f01 (benefxt ﬁom) mcome taxes fo1 the yeaxs ended Deoemben 31 COﬂSIStS of the ‘
followmg I i Ch R LS Eee

Current
Federai o
State Ny

Total Cunent

Deferregdz-r v

acted Raté Redirction

Tax law ﬁnaotcdm2017lowelstax tates beglmnngm2018 The as|
reﬂeotthenewlyenactedlates . SR

As of Dccember 31, the deferred tax hablhty con313ts of the follo wmg

s o

*Deferredframsset e $ | o g
“ Deferred Tax Llabxhty S - CUU(148,000) T (288900)
Less ValuatlonAlIow'mce S S e

Net Defemq Tax Lmbmty 8 (1480000  $ (288,900)

Deferred taxes represent timing differences in depreciation,
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SANFRANCISCO BAR PILOTS
SAN FRANGISCO BAR PILOTS BENEVOLENT AND PROTECTIVE ASSOCIATION

NOTES TO CONSOLIDATING FINANCIAL STATEMENTS

Year Ended December 31, 2018
(With Comparative Amounts for the Year Ended December 31, 2017)

NOTE 8 - COMMITMENTS

Benevolent-entered into a sixteen-year lease agresment effective January 1, 2010 with the City and ©
County of San Francisco, California, through the San Francisco Port Commission, for the facilities at Pier

9, which expires in December 2026. These facilities are subleased to Bar Pilots during the term of the
principal lease, which eliminate upon ¢onsolidation. The charter rentals for the pﬂot boats are established
annually, Add1t1onally, BarPilots lease certain office equipment which will expire in August 2019, Total
fent expense 101 Lhe years endecl DecembeI 31, 2018 and 2017 was $1 132 753 and $1 034 633,

"respectively,

Total futme mhinifimn leaqe payments at Decembe1 31,2018 are as follows ‘

| Years EndmcT December 31

2020 ST T -‘1431 159”*‘ v
2021 1,474,004

2022 1518317

2023 : -~ 1,563,866 0
'lhereafter 4978766

$ 12,124,098

NOTE 9 - RETIREMENT PLANS |

Defined Benem Pengion Plan — Effective ¢ muary 1 1975, the thforma Leg1slature had enacted :
legislation establishing a defined benefit pension plan for the benefit of Bar Pilots. Punds required to pay.

the benefits are derived throtgh the imposition of a special charge to ships bem g plloted. Under the
statute, the currently active Bar Pilots act as agents for the retired pilots by collechg the funds and
transmutmg them to the hclucmry agent,

On November 22, 1978, Bar PilOtS entered into a pension agreement covering substantially all of its
eligible employees, The benelits paid to retirees are baséd on years of qualifying time and the rate
negotiated in the collective bargaining agreement. Conlributions are intended to provide not only for
benefits attributed to service to dats, but also for those expected to be earned in the future, The agreement
provides for contributions to the plan to be actuarially determined to provide for retirement benefits,
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SAN FRANCISCO BAR PILOTS _
SAN FRANCISCO BAR PILOTS BENEVOLENT AND PROTECTIVE ASSOCIATION

NOTES TO CONSOLIDATING FINANCTAL STATEMENTS

Year Eded Decetiber 31, 2018
(With Comparative Amounts for the Year Ended December 31, 2017)

NOTE 9 -~ RETIREMENT PLANS (Continued)

© The following’ tab]es set fmth the mfm matlon about the pansmn plan as of and f01 the yeals ended
DecemberSl - N watnol SRS

Proje tod 1 ,,,neﬁt Obhganon
Fa1r Value of Plan Asséts

Unfunded Status o $ (444 071)

The unfunded status is recocrmzed in the acoompanymg consohdatmg balance sheet and 15 mciuded in
noncutrent Habilities as Accrued Pension Benefit Obhgauon o ‘

The amount in accumulated other comptehensive loss that has not yet been recognlzed as components of
net periodic beneﬁc cost at Decetiber 31 are as follows S

| o 2017 -
Unrecogmze ] Trans1t10n Obhganon R 7 $ : 140 212 :
Prior Servxce Cost , 551 626 267,802

NetLoss S 885012 789,946
B 5 15534814 § 1197950

The estimated net lranqltton obhganon prior service cost, and net loss that will be nmornzed ﬁ om the
accumulated other comprehensive loss into net penochc benefit cost durmg the year ended December 31,
201 8 are $23 369 ‘540 037 and ‘{329 126 respectwely S

The’ Ch'mzres i beneﬁt obhganons recognged m other comprehenswe 1nss duung the yems e-r gd o
December 31 ate as follows ' , _

2018'7' AR\ A

Prior Service Cost A o $ (32386l $ -
Net Gain (Loss) Arising During the Yeat - = (124,192 - 79,314
.Amortlzatwn of Transition Obligation- - S 23,369 23,369
Amortization of Prior Service Costs g 40,037 40,037
Ainortization of Net Gain : 29,126 45,518 -
Other Comprehensive Gain (Loss) $  (355521) § 188,238 :
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SAN FRANCISCO BAR PILOTS
"AND
SAN FRANCISCO BAR PILOTS BENEVOLENT AND PROTECTIVE ASSOCIATION |

NOTES TO CONSOLIDATING FINANCIAL STATEMENTS

_ Year Ended December 31, 2018 -
(With Comparative Amounts for the Year Ended December 31, 2017)

NOTB 9 — RETIREMENT PLANS (Continued)

Defmed Benefit Pension Plan (Contmued) -Amounts recotded for the yealb ended Decembex 31 Arg as .

follows:
U018 e 0017
Net Perxochc Benefit Cost $ 170 "92'4' - $ 179,783
Employel C‘ontubutlons , .$ 408, OOO $ 510,000
Beneﬁts _Pa1d o $ 155 177 $ 128,711

Wexghted -ayer age assumptmm used to determine net periodic beneht cost and pension liability are as
follows: EER

Discount Rate — Net Periodic Benefit Cost . : ' 348% ! 397%
' DlscountRate Acg:umulated Beneflt Obhgatlon A411%. L
ExpectedRetumonAssets e 650% -».6 5(}% e
Rate of Salary Increases ' NA . LN/A

The expected Iong-telm return on plan assets was based on a review of anticipated future performance of
mutual funds, which considers recent fund performance and bistorical retutns to determine the
prospective rate of return of 6.50%. The plan had 100% of its assets in a balanced mutual fund at
December 31, 2018 and 2017, The mutual fund is valued on quoted market prices, which’ represent the net
asset value of shares held by the pension plan at year-end, and is classified as Level 1.under the fair value
h1e1archy defmed by the Fazr Value Measuremems and Dtsclosure topxc of the FASB ASC

The plan’s strategy toinvestin mutual funds is bagsed on 1he hlstom,ahetums of thesc mvestments and the
plan’s objective to provide a level of risk relatively lower than that obtainable from direcf investments in
equity securities while still achieving long term returns, No plan assets are e&pected to be returned to Bar ’

Pilots during 2019,
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SAN TRANCISCO- BAR PILOTS
AND: '
SAN ]."RANCISCO BAR PILOTS BEN EVOLENT AND PROTECTIVE ASSOCIATION

NOTES TO,-_CONSOL-IDATI\IG FINAN GIAL;-STATEMENTS :

Year Ended December 31 2018
(With Comparative Amounts forthe Yeax BEnded Decémber31, 2017)

NOTE 9 - RETIREMENT PLANS (Concinued)

. Defmed Beneflt Pension Plan (Commued) The estimated future benefu payments fm the next 10 Bl
- .whlch reﬂect futule service, are expected to be pald as foﬂows = S e

Years End'ib g: D ember 31,

g agfee meri't' Féf éaéh., _ lot Bar Pﬂots conmbute & percentage of erPﬂot s eamed mcome for
as dvtermmed by Bar Pilots, plusa pércentage of Bar Pilot’s eared income which s eXCess
'income For each employec Bar Pilofs contribule a percentage of the employee’s compensation ag

determined by Bar Pilots, plus a percentage of the émployee’s compensation which is exeess incorne,
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SAN FRANCISCO BAR PILOTS
AND '
SAN FRANCISCO BAR PILOTS BENEVOLENT AND PROTECTIVE ASSOCIATION

NOTES TO CONSOLIDATING FINANCIAL STATEMENTS

Year Ended December 31, 2018
(With Comparative Amounts for the Year Ended December 31, 2017)

NOTE 9 ~ RETIREMENT PLANS (Continued)

Total etployer contributions for the' years ended December 31 to all retirement plans for eligible
etmployees were as follows:

2018 2017
Defined Benefit Pension Plan $ 408000 . $ 510,000
Marine Employees Retirement Savings Plan 403,808 381,205
San Francisco Bar Pilots_,Retirement Plan 176,839 172,695
‘ $ 988,647 $ 1,063,900

NOTE 10 ~ RELATED PARTY TRANSACTIONS

Bar Pilots lease pilotboats (classified as Charter Hire) and facilities (classified as Rent) from Benevolent,
Bar Pilots collect surcharges (Pilot Vessel and Navigation Technologies Surcharge) on behalf of
Benevolent. AtDecember 31, 2018 and 2017, Bar Pilots owed accumulated Pilot Vessel and N avigation
Technologies Surcharges collected, but not remitted to Benevolent, of $55,280 and $52,434, tespectively.
In addition, at December 31, 2018, Bar Pilots owed $64,780 to the Benevolent related to certain expenses
the Benevolent paid on behalf of the Companies.

NOTE 11—~ CONTIN GENCIES
From time to time, the Companies may be engaged in 1&wsuits, generally in the ordinary course of

business. In the opinion of management, based on advice of counsel, the ultimate outcome of these
lawsuits will not have a material impact on the Companies’ consolidating financial statements.
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SHEA LABAGH DOBBERSTEIN

CERTIFIEE PUBLIC ACCOUNTANTS & ADVISORS

INDEPENDENT AUDITORS' REPORT
ON SUPPLEMENTARY INFORMATION

MEMBERS OF THE SAN FRANCISCO BAR PILOTS
AND MEMBERS OF.THE SAN FRANCISCO BAR PILOTS
BENEVOLENT AND PROTECTIVE ASSOCIATION

We have audited the consolidating and consolidated financial statoments of SAN FRANCISCO BAR PILOTS and SAN FRANCISCO
BAR PILOTS BENEVOLENT AND PROTECTIVE ASSOCIATION, as of and for the years ended December 31, 2018 and 2017,

-respectively, Aid dur report thereon dated February 26, 2019, which expressed an unmodjfied opinion on those financial statements,

appears on page 1. Our audits were conducted for the putpose of forming an opinion on the conselidating and consolidated financial
statemnents as a whole, The accompanying information presented in Exhibits | through 5 is presented for the purpose of additional
analysis and is nol & required part of the consolidating financial statements, Such information is the responsibility of management and
was detlved from and relates directly to the underlying accounting and other records used to prepare the consolidating financial

-statements. The information has been subjoeted to the auditing procedures applied in the audits of the consolidating financtal

staterents and certain additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the consolidating flnancial statements or to the consolidating financial statements
themselves, and other additional procedures in accordance with audlting standards generally accepted in the United States of America,
In our opinion, the information is fairly stated in all matexial respects Ln relation to the consolidating financial statements as a whole,

SHEA LABAGH DOBBERSTEIN ,

“Certified Public Accountants, Inc,

San Francisco, California

February 26, 2019

44 Montgomery Stroet, Sulte 3200 | San Francisco, CA 94104 | Tol 415,397.4444
SAN FRANCISCO SAM MATEQ WALNUT CREEK

sldepa.com
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EXHIBIT 1

SAN FRANCISCO BAR PILOTS
AND |
SAN FRANCISCO BAR PILOTS BENEYOLENT AND PROTECTIVE ASSOCIATION

- UNCONSOLIDATED STATE\/[ENT OF BAR PILOTS’ PILOT BOAT AND CHARTER HIRE EXPENSES

Year Ended December 31 2018 o

Amdunt. . %
Salaries and Wages o PR - § 2,665,'989' 34,1
VChartex Reiital to San Franmsco Bal Pilots o A R T AR
' Benevolent dnd Protectxve Assocmtxon ' . B S #./1) | O '.15'6- :

1,196,223
1,111,537

~ Equiph et Rci;_tal
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EXHIBIT 2
SAN FRANCISCO BAR PILOTS
. , AND -
SAN FRANCISCO BAR PILOTS BENEVOLENT AND PROTECTIVE ASSOCIATION -
UNCONSOLIDATED STATEMENT OF BAR PILOTS’ TERMINAL EXPENSES
Year Ended December 31,2018
. Amount %
Rent to San Francisco Bar Pilots '

Benevolent and Protective Association % 281042 39.5
Salaries and Wages ‘ 270,276 . .. .38.0
Retirement Benefits . | ' - 44,110 - 62 -
Health and Welfare . . . : 39,142 e
Other - : 39,005 55
Payroll Taxes I 23,122 33
Wotkers' Compensation Insurance : 14,277 2.0

$ 710,974 100.0
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EXHIBIT 3

SAN FRANCISCO BAR PILOTS
AND |
SAN FRANCISCO BAR PILOTS BENEVOLENT AND PROTECTIVE ASSOCIATION.

UNCONSOLIDATED STATEMENT OF BAR PILOTS' PILOTS OFFICE AND DISPATCH BXPENSES

Year Ended December 31, 2018

A Amotint Gy

Salaries. zmd Wages of Ofﬁqc Staﬂ and Dmpdtchcrs
Rent o San By ancxs'co Bar Pll_ots ’ :

: kaers Compensatmn Insmance';:
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EXHIBIT 4

SAN FRANCISCO BAR PILOTS
| AND -
SAN FRANCISCO BAR PILOTS BENEVOLENT AND PROTECTIVE ASSOCIATION

UNCONSOLIDATED STATEMENT OF BAR PILOTS’ GENERAL EXPENSES

Year Ended December 3 1,2018

Amount %

Taxi and Launch Service § 796,133 29.3
Insurance 638,452 23,5
Lobbying Expenses 248,547 9.1
Dues and Subscriptions 242,321 8.9
Professional Services ' 191,458 7.0
Public Relations 164,751 6.1
Political Contributions ' . 120,652 4.4
Legal and Accounting 153,467 5.6
Business Taxes T 64,781 2.4
Continued Education 31,116 1.1
Other ‘ _ 26,527 1.0
Donations \ 24,295 0.9
Bank Services 18,323 0.7

§ 2,720,823 100,0
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