Headwaters Fund Board Meeting

December 16, 2008

Prosperity Center – conference Room

520 E Street, Eureka

 Minutes

Members Present: Mark Burtchett, Patrick Cleary, Kathy Moxon, Dan Opalach, Jon Sapper, Alex Stillman and Paul Ziegler

Members Absent: None

Others Present: Dawn Elsbree and Sandy Alcaraz, members of the public

1. Opening: Acting Vice Chair Alex Stillman brought meeting to order at 12:35 p.m.

a. Approval of November 18, 2008 minutes: Motion made by mark Burtchett to approve minutes, second by Kathy Moxon; so carried.

b. Public comment on non-agenda items: None

2. Ice Plant Grant Request: Presentation – David Tyson gave a quick overview of the necessity for a new flake ice storage facility in Eureka.  Cold storage is a necessity for local fishermen; they would like to have a flake ice machine installed on the dock.  The City of Eureka would purchase the equipment, hook it up to an existing compressor and it would be operated by Pacific Seafood.  This is a very high priority for the fishing industry; an urgent need to prevent an economic emergency. This not only affects fishing boats but processors as well; this is an essential need for the fishing industry cluster. Conservative number of jobs retained is somewhere in the vicinity of 500.  Indirect jobs would also be retained.  Flake ice would be available 24 hours a day and they would supply ice to the entire port.  As it stands right now Pacific Seafood can eke by with the ice that they are producing but would only be able to supply their vessels and their fishermen; they would be unable to supply any other fishing vessels.  The only way the equipment can be purchased is by getting grant money; it will operate at a break-even or possibly a loss to the company.  This is not only an issue for the City of Eureka but a regional issue as well.  Why can’t this be profitable?  The price of ice isn’t high enough.  Oregon profits because it has bigger fleets and by sheer volume.  Cost to produce ice in Oregon is cheaper than here.  Is the difference in price a burden to the fishermen?  Yes, every little bit cuts into the profit.  Was the previous operation able to make a profit?  No, they were not profitable either.  There is approximately $500,000.00 of machinery already in place.  There is also a place to house the bin.  The permits are in place; meetings have been held by the Coastal Commission. To put this at the bottom of C Street (housing the equipment and purchasing machinery) would be very costly.  Why was Eureka Ice & Storage not repaired?  Most of the equipment was installed in the 40’s and 50’s.  The ice had a rust color to it as well as pieces of wood in it causing a health hazard.  If port ice, gas, groceries and supplies are not available boats will simply go north to Crescent City where they can obtain the needed supplies.  This facility can produce 16,000 tons of ice per year?  Is that the maximum amount that can be produced?  Forty-five tons of ice per day can be manufactured.  Two proposals were made, one for a 100-ton storage bin and one for a 45-55 ton storage bin.  The pier could not handle the bigger container.  The demand for ice can be met with the 55-ton machine.  Crab fishermen don’t typically use ice; they use live tanks.  The benefit is not for this specific company but for the whole fishing industry.  Their own machines would have to go off line in order to run the new machinery.  Are there any other possible uses for flake ice in addition to fishing?  Small amount used for packing but other than that, no.  If Eureka Ice & Storage had something that could be used that would have been done, however, there isn’t really anything there of use.  What are the terms of the lease?  Pacific Seafood’s agreement with the port is that they will service any and all fishermen who need ice.  The grant funds will go to the City of Eureka Redevelopment Agency to purchase the equipment that will be leased to Pacific Seafood.  How long is the term of the lease?  The existing lease is something like 30 years; new lease would probably match that.  The equipment would be owned by the City of Eureka.  The operator will be required to keep up the equipment.  The city property manager checks the equipment yearly.  The Headwaters Fund typically has a 50% match requirement; what is the reason you are requesting more than that amount?  It’s a project that the city is hoping the Headwaters will be interested in.  Redevelopment funds have been obligated already; there is a lack of funds for this project.  If this project could wait for a year or two then the city might be able to fund the project themselves.  Have you looked into any other funding sources?  There may be other sources available but not in this time frame.  This is a critical issue; what would the alternative issues be if there were no Headwaters fund available?  Pacific Seafood would be able to find a way to address their own fleet but not able to help other fishing vessels.  This is really larger than a county issue; public budgets don’t have these kinds of funds, the City doesn’t have the funds either.  The Harbor District has a significant deficit right now; their funds are going elsewhere.  Alex Stillman moves that we move $500,000.00 from the Community Investment Fund to the City of Eureka to purchase and install a new ice system to provide necessary flake ice for the local fishing industry; second by Kathy Moxon.  Further discussion - There are formula criteria that need to be addressed.  This falls into an extraordinary category; twice as much benefit needs to come into the county.  In terms of job retention, the base amount is $35,000.00 per job created or retained.  The numbers work here.  There is a case to be made for extraordinary measures under the charter. This will need to be presented to the Board of Supervisors for approval.  How do we know we are retaining 500 jobs?  Twenty-eight jobs are all we have to find to quantify this.  There is no issue with this being an industry wide issue and not benefiting only a single business.  So carried.  

3. Short Sea Shipping Presentation: A presentation was given by Stephen Pepper from Humboldt Maritime Logistics.  See handout.  He anticipates a 20% reduction in freight costs with this sustainable shipping solution.  They would like to launch and fill a regional West Coast business need.  This service would be available to all businesses in the county.  Shipping already exists between Seattle and Alaska.  An analysis of the impact on the trucking industry has yet to be done.  This is a tried and true industry.  Short sea shipping has been studied for years.  They want to partner with local trucking companies; bring their long haul truckers home.  What local businesses have you talked to?  Evergreen pulp.  Designed a surface program with them for barging lumber.  Fox Farms; funding is there through the FHA.  How much volume comes in and out of the county?  A large amount.  Have you done a feasibility study?  Will be doing that sometime in the future.  How big of an investment are you looking at?  Using a newly built barge, $26,000,000.00, a crane would cost $4,000,000.00 plus $1,250,000.00 in additional costs.  The Harbor District is also very supportive of short sea shipping.  We foresee taking this to their board and to the City of Eureka’s board.  What businesses and industries that are not here now might come in? Hard to see the potential; U.S. Gypsum had thought of coming here but transportation was not viable.  Definite possibility with this port.

4. Continuing Education Initiative:  Updates; preparing future workforce.  Nine points; examples to put into place.  This would revolve around high schools and feeder schools; working with families, financial planning, scholarship guarantee component.  Come back with this in January.  P-16 council came to an agreement that this is the most significant issue to look at in going forward.  

5. Headwaters Response to Current Economic Climate: Kirk Girard wanted to have a discussion with this board about infrastructure stimulus package under the new administration.  Martin Slough is a project being looked at currently.  What is our role in being ready?  Martin Slough project; is the HWF willing to do a loan as a part of this project?  This board can give the Board of Supervisors a report and show where the Headwaters is headed in the future.  Kirk would like us to see the Headwaters as willing players in this if it comes to materialize.  It might be worth pursuing for the board to get a handle on what infrastructure projects are out there.  What kind of prioritization do we put on these projects?  Is there going to be a presentation to the BOS soon?  Possibly put some of this on the January agenda.
6. Kimtu Meadows CIF Pre-Development Loan: This is a 50% pre-development loan request for water; doing an engineering study to hook up with the Garberville system.  They need to move this along quickly.  Should have their credit memo done this week Total loan is $200,000.00; Headwaters portion would be $100,000.00.  Prop 50 funding to do the engineering. We would be loaning to the RCAC.  Kimtu Meadows is a mutual water company serving a rural community outside Garberville.  What is their collateral?  We don’t have their credit analysis yet.  This community is under an emergency situation.  RCAC is concerned about the timing.  At this point in time their water is undrinkable.  Decision give a conditional Board of Supervisors report.  Could pull it off the agenda (February) if necessary 
7. Closing: 
a. Staff updates – 

AEDC Audit Findings – Not discussed

Loan fund for Solar Installations – Not discussed

Annual Report – Not discussed

b. Confirmation of future meetings: January 20, February 17, 2009

c. Meeting adjourned at 3:00
