
 
 

C. Jonathan Benner 
202 585 6985  direct 

jbenner@thompsoncoburn.com 

 

 
 
 

Great Lakes Pilotage Rates – 2019 Annual Review 
and Revisions to Methodology, USCG 2018-0665 

 
COMMENTS OF SHIPPING FEDERATION OF CANADA, AMERICAN GREAT LAKES 

PORTS ASSOCIATION, AND UNITED STATES GREAT LAKES SHIPPING ASSOCIATION 
 

November 16, 2018 
 

We submit comments on behalf of three organizations (referred to collectively herein as 
“Commenters” or “Industry Commenters”) whose members are either direct payers of U.S. 
Great Lakes pilotage rates or whose members (shipowners, ship agents, and ports) are 
substantially affected by the costs of shipping on the Great Lakes. Pilotage costs, and most 
acutely, U.S. pilotage costs, have been for some years and remain a major factor driving overall 
shipping economics in the St. Lawrence Seaway/Great Lakes transportation system.1 Unlike 
other cost factors, however, these costs are imposed by the United States Coast Guard in a 
system that Coast Guard has constructed and over which it has substantial control. U.S. 
pilotage fees are set by the government, not by market forces. The monopoly structure of 
pilotage services on the Great Lakes, combined with Coast Guard determination of the price of 
those services dictates that the costs of pilotage are not subject to the discipline or influence of 
market conditions except at the extremity of market distortions that cause businesses to either 
fail or find alternatives to use of the Great Lakes/St. Lawrence Seaway system. Commenters 
herein have committed substantial time and resources in the last several pilotage ratemaking 
cycles to identifying errors, anomalies, inconsistencies, and oversights in the Coast Guard’s 
ratemaking procedures. These defects have at times been acknowledged, but never 
meaningfully addressed, unless under direct order from federal courts. In all cases the problems 
that have been identified result in significant increases of pilotage rates that would not occur but 
for a recurring unwillingness or inability of the Coast Guard to break the cycle of over-production 
of revenues and over-compensation of pilots. Decisions or non-decisions by the Coast Guard 
have created U.S. pilotage costs that far exceed the costs of comparable movements by 
Canadian pilots on the Lakes. The result, a result within the sole control of the Coast Guard, is 
an unsustainable, sub-optimal shipping environment on the Great Lakes that can only have 
negative effects on the economic vitality of the region and the national economies of both the 
United States and Canada. 
 

This pattern of inadequate oversight and regulation of U.S. pilotage fees and costs is 
inconsistent with international undertakings of the United States and cannot be reconciled with 
the Coast Guard’s statutory mandate that rates be set annually “giving consideration to the 
public interest and the costs of providing the services.” 46 U.S.C. § 9303(f). Every critique of 

                                                
1 The recent CPCS Report, Governance Options for Safe, Reliable and Competitive Pilotage Services in 
the US Waters of the Great Lakes (Mar. 27, 2018), attached hereto as Exhibit 3, discusses the 
importance of economic competitiveness and growth in the Great Lakes/St. Lawrence Seaway system 
and the negative impact that rising pilotage rates have on maintaining competitiveness. Exhibit 3 at pp. 1-
10. 
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Coast Guard administration of the pilotage ratemaking function submitted by Commenters last 
year in Docket No. USCG-2017-0903 continues forward into the current NPRM governing 2019 
rates. While these comments identify certain of these issues in more detail below, Commenters 
incorporate by reference and re-state every comment submitted to last year’s rulemaking setting 
2018 rates, as these concerns continue to affect the rate levels determined in the pending 
rulemaking. See Comments of Shipping Federation of Canada, America Great Lakes Ports 
Association, and United States Great Lakes Shipping Association, USCG-2017-0903-0008 
(Feb. 20, 2018), attached hereto as Exhibit 1. Moreover, Industry Commenters submitted a 
detailed memorandum to the Great Lakes Pilotage Advisory Committee (GLPAC) in advance of 
its 10 September 2018 meeting. See GLPAC Comments, attached hereto as Exhibit 2. Among 
the more pressing concerns expressed in these two documents were:  

 

 The lack of current financial information in uniform format from the three Great Lakes 
pilot associations that would enable the affected shipping public and the Coast 
Guard to determine accurately the impact of each year’s rate decisions on pilot 
compensation or to judge the accuracy, validity, and necessity of claimed expenses 
covered by pilotage rates;  

 Failure of the Coast Guard to obtain accurate information concerning recruitment, 
retention, and attrition experiences for Great Lakes pilots, a subject that is frequently 
invoked by the Coast Guard as a justification for continued annual pilot 
compensation and rate increases;  

 An apparent complete and persistent absence of regulatory interest in actual 
compensation data for U.S. Great Lakes pilots (see Exhibit 1 at p. 3);  

 Use of inconsistent time periods for varying data sets – e.g., a ten-year rolling 
average of historical traffic volume data against three-year or one-year data for 
determining expense levels or pilot staffing needs; 

 The need for revisiting the ten day per month rest requirement, both in terms of its 
necessity as a safety mechanism and its administration; 

 Continued inclusion in expense projections of a vaguely defined, irrationally 
calculated, and minimally supervised category designated as “Working Capital”; 

 Undisciplined planning and consensus-building related to financing of large-ticket 
projects such as replacement of pilot boats; 

 Continued development and improvement of pilot training programs; 

 Delays in resolving billing disputes submitted to the Great Lakes Pilotage Office; 

 Perceived abuses of stand-by, detention, and carry-over charges and costs; 

 The addition of a clear restatement in the text of the regulations that pilotage charges 
cannot be assessed when delays are attributable to pilot-responsible causes, such 
as pilot boat unavailability. This principle has been endorsed by the Coast Guard in 
explanatory or preamble language of several annual rate-making exercises, but 
charges continue to be assessed in these situations. A clear statement in the text of 
the regulations will deter these abuses in the future;  

 Over-use of double pilotage and the absence of clear standards for deployment of 
more than one pilot; 

 Surcharges should be the subject of a separate rulemaking establishing both a 
reasonable level of the charge and criteria for any programs being financed through 
the surcharge; 

 Abuse by pilots of tug call-outs in conditions where additional tugs are not required 
and/or have not been requested by the vessel; 
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 Revision of protocols concerning use of Canadian and U.S. pilots during times of 
high demand or shortage of pilot supply;  

 Consideration of alternate structures for the provision of pilotage services, including 
consolidation of the three pilotage districts in order to promote efficiencies; and 

 Disparity of rates and costs between U.S. and Canadian pilots on similar vessel 
itineraries. 

 
All of these issues continue to require prompt attention and effective action by the Coast Guard. 
Rather than repeat previously submitted GLPAC comments in detail, Industry Commenters 
attach them as an exhibit to this filing (Exhibit 2) with the expectation that these issues, as they 
bear on the determination of rates for the 2019 Navigation Season, will be given reasoned 
consideration and acted upon by the Coast Guard. Similarly, because the defects of the 2018 
Final Rule have been carried forward without correction in the proposed rule for 2019, we attach 
a copy of our previous comments to the 2018 docket to ensure that those comments are part of 
the record in this proceeding (Exhibit 1).  
 
 The last bulleted item above requires additional discussion. The United States has 
agreed with the Government of Canada that the parties “intend to arrange for the establishment 
of regulations imposing “comparable rates and charges.” U.S. pilotage rates and pilot revenues 
have increased dramatically in recent years. Sample comparisons of the costs of U.S. versus 
Canadian pilotage on the same or similar voyages by the same or similar vessels show that 
U.S. pilotage costs are often nearly twice as high as those of their Canadian counterparts. See 
Exhibit 3 at pp. 7-8. This data point raises the question of why Canadian pilots can provide the 
same service at half the cost of their U.S. counterparts. Stated another way, what are the 
distinctions between U.S. and Canadian pilotage that would require substantially higher 
government-imposed rates in the U.S. to achieve similar outcomes (including compensation 
levels) to those provided by Canada? If the Coast Guard cannot definitively answer these 
questions in its annual rate-setting exercises, it is reasonable to suspect that the methodology 
used by the U.S. to review and calibrate pilotage rates requires modification.  

 
A second introductory point relates to repeated observations by Industry Commenters 

that the rate-setting exercise dependably produces revenues considerably in excess of revenue 
targets. In the 2018 Final Rule (i.e., after the close of the public comment period), the Coast 
Guard described Industry Commenters’ concerns about chronic over-realization of revenues by 
pilots as “. . . not a highly salient issue at this time.” 83 Fed. Reg. at 26,175. The minimalist 
explanation offered for this statement was that over-realization was the result of the Coast 
Guard’s error in the 2016 rate year of not calculating the impact of weighting factor revenue and 
“higher traffic than expected.” The Coast Guard dismissed industry alarm by noting that, while 
U.S. pilotage rates have “increased substantially (given our focus on increasing the number of 
pilots and their compensation to encourage recruitment and retention), they have not increased 
to levels that threaten the economic viability of Great Lakes shipping.” 83 Fed. Reg. at 26,175. 
Industry Commenters suggest that an upper rate standard based on “levels that threaten the 
economic viability of Great Lakes Shipping” is not a useful or responsible standard. Without 
actual data on pilot compensation, the Coast Guard is making rate decisions while essentially 
flying blind as to the ultimate results of its ratemaking decisions. Coast Guard errors, 
miscalculations, and passivity are paid for in real money from the operations of ratepayers and 
in negative economic impacts on ports, agents, other maritime community stakeholders, and the 
economic well-being of the region.  
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With this general background, Industry Commenters offer the following comments on 
several specific aspects of the NPRM: 

 
The Benchmark Compensation Component Errs in Using a 270 Hour Work-Year 
Assumption and in Crediting Pilots with Unjustified “Guaranteed Overtime” Similar to 
Compensation Afforded Mates on U.S.-Flag Lake Vessels. These Errors Result in 
Significant Over-Assessment of Hourly Rates, Over-Realization of Revenues, and Over-
Compensation of Pilots. 

 
Many of the defects of the 2018 pilotage rate-setting exercise are carried forward without 

comment into the 2019 NPRM. The 2018 NPRM proposed reliance on contract data from the 
American Maritime Officers Union (AMOU) to establish target average per pilot compensation 
for Benchmark Compensation for Step 4 of the ratemaking process. Industry Commenters had 
objected (and found support in court for their objection) to the previous practice of using a figure 
based on an estimate of Canadian pilot compensation arbitrarily multiplied by a factor of 1.1. In 
the 2018 NPRM, the Coast Guard proposed reversion to its prior practice of using AMOU 
contract data to establish an approximation of a reasonable compensation figure for pilots. 
While agreeing in general principle that there is a similarity between the responsibilities and 
functions of Great Lakes pilots and mates aboard U.S.-flag Lakers, Industry Commenters 
objected to the Coast Guard’s proposed use of a 270-day multiplier to determine annual 
compensation, given the more accurate likelihood of approximately 200 pilot working days in the 
usual Great Lakes navigation season. The difference between the two approaches was 
significant – a 200-working day assumption yielded a target compensation figure (accepting for 
purposes of the exercise, the Coast Guard’s inflation adjustments), of $232,164, as opposed to 
the Coast Guard’s proposed value of $319,617. Industry Commenters indicated that the lower 
number appeared to more closely approximate known information about the compensation of 
U.S. mates’ actual compensation for similar number of days worked and reflected the reality of 
the Coast Guard’s imposition of a required 10-day per month rest requirement for U.S. pilots. 
Industry Commenters also noted that the Coast Guard had justified the imposition of significant 
additional expenses on ratepayers by increasing the number of authorized pilots to facilitate the 
imposition of the required rest periods. That being the case, ratepayers should not have to 
shoulder the duplicative burden of paying for additional pilots while at the same time paying for 
rest days.2  

 
In the 2018 Final Rule, the Coast Guard rejected Industry’s 200-day multiplier and added 

additional compensation to the targeted figure to reflect AMOU and pilot comments concerning 

                                                
2 The Coast Guard’s reaction to the 200-day multiplier was: “While we believe that the industry 
commenters’ suggestion of multiplying the aggregate daily wage by 200, rather than 270, has merit, we 
have decided that in the interests of recruiting and retaining a suitable number of experienced pilots, a 
multiplier of 270 is the preferable course of action. . . . In the past, when compensation levels were lower, 
the pilot associations asserted that they had trouble attracting and retaining qualified pilots, and we 
believe offering higher compensation will help the pilot associations attract and retain higher numbers of 
more experienced pilots.”  83 Fed. Reg. at 26,171. This statement is yet another example of the Coast 
Guard using unverified, unquantified representations concerning recruitment, retention, and attrition to 
justify government largesse with ratepayers’ money. While it probably is axiomatic that offering more 
money, as opposed to less, for the same job will lead to increased interest in that job, the Coast Guard 
has not offered any data that would indicate that annual compensation levels in excess of $300,000 for 
nine months’ work deters rational economic actors from pursuing or continuing employment at that level 
of compensation.  
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AMO officers’ alleged bargained-for expectations that their compensation will include a 
“guaranteed overtime bonus” of 40 hours additional work valued by the Coast Guard at 
$21,625/person for a nine-month season. 83 Fed. Reg. at 26,169. The Coast Guard accepted 
this figure at face value and incorporated it in its entirety at the Final Rule stage of the 2018 rate 
calculation with no reported inquiry into the validity of this figure. The summary acceptance of 
this “guaranteed overtime” value at the Final Rule stage, after close of public comment, with no 
explanation from the Coast Guard as to the validity of the number and the circumstances of its 
application in an AMO context, and no apparent inquiry into the comparability of the 
circumstances between pilot activities and those of AMO members that would justify its addition 
to pilot compensation, resulted in a substantial increase from the Proposed Rule’s $319,617 
average annual compensation per pilot figure to $352,485, an increase of more than 10 percent 
in the targeted compensation number. The current NPRM for 2019 proposes to carry forward 
the 270-day and “guaranteed overtime” defects to the 2019 Navigation Season, increased by 
application of a 2.1 percent inflation index to an average per pilot compensation figure of 
$359,887.  

 
Industry Commenters urge that the target annual average compensation number in 

Tables 10-12 (“Targeted Compensation”) be recalculated based on a 200-day working season 
with an adjustment of 2.1 percent for inflation. This adjustment changes the values in those 
tables to $232,652 and carries forward into subsequent calculations in the Coast Guard’s 
methodology. This correction, coupled with elimination of the misnamed “Working Capital” 
component addressed below, results in a reduction of hourly rates for all Districts, designated 
and undesignated waters, in a range of 43 to 46 percent. (Table 30, “Revised Base Rates”). 

 
Information on Actual Revenues and Actual Pilot Compensation for the Preceding Years 
is Essential to Accurate Calculation of Rates in the Upcoming Year. 

 
Because of delays in completion of annual Great Lakes pilotage rate determinations for 

years 2017 and 2018, information on actual revenues generated from pilotage rates in the 
preceding years were available to the Coast Guard at least by the time of the publication of the 
Final Rule and, in all likelihood, at the time of the publication of the Supplemental Notice of 
Proposed Rulemaking for the 2017 rate cycle. These data show that, for at least four 
consecutive years (2014 through 2017), actual pilotage revenues have substantially exceeded 
targeted revenues by 43, 22, 48 and 21 percent. Industry Commenters recognize that simple 
over-realization of revenues in a preceding year requires inquiry as to the causes for over-
realization. It is possible arithmetically to isolate the impact of increased traffic volumes on 
overall revenues. The point, however, is that over-recovery in a given year should be an alert 
mechanism for the Coast Guard to question its assumptions about revenue projections. In 2017, 
the prescribed pilotage rates yielded close to $26.5 million in revenue against a targeted figure 
of $21.7 million. Despite this over-production, the 2018 rate increases were said to be required 
to increase revenues to $24.1 million, a figure less than the revenues raised by the pre-existing, 
lower 2017 rates. While the 2018 Navigation Season is not complete, the proposed 2019 rate 
increases are projected to yield $26.2 million, a figure still slightly less than the revenues 
generated by the 2017 rates, despite increases of over 10 percent from 2017 to 2018 and a 
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proposed increase of around 8.5 percent from 2018 to 2019.3 Industry Commenters urge the 
Coast Guard to, at a minimum, validate the real world likelihood of additional over-realization by 
using known information on pilotage billings to date for 2018 to assess whether rate increases 
of the proposed magnitude are, in fact necessary to achieve revenue targets stated in the 
Proposed Rule.4 

 
As yet, despite prior comments of Industry Commenters, the Coast Guard has offered no 

remedy for recovering overpayments that have resulted in windfall pilotage revenues. 
Additionally, Coast Guard methodology contains no routine mechanism for ascertaining the real 
world effects of rate decisions on actual compensation of pilots. In past comments and in 
submissions to GLPAC, Industry Commenters have urged the Coast Guard to require Pilot 
Association financials to provide individual pilot compensation data, screened to protect 
individual pilot identities, as part of the standard annual financial reports. This information could 
be subjected to audit and available for Coast Guard review with no more than a one-year delay 
(i.e., individual pilot compensation data for 2017 should be available to the Coast Guard now, 
during the pendency of the 2019 rulemaking docket). Data on actual revenues and pilot 
compensation generated by given hourly rates would prevent each year’s rate-setting exercise 
from being a theoretical calculation based on theoretical notions of pilot compensation. Industry 
Commenters believe compensation data for the last four completed navigation seasons will 
show significant over-compensation of pilots, when compared to targeted compensation figures 
developed in the Coast Guard’s rate-setting process. If this is not the case, data so confirming 
will be useful in establishing public confidence in the rate-setting process. Accurate 
compensation information is also critical in evaluating frequent, but vague and non-empirical 
justifications based on recruitment, retention, and attrition of pilots proffered by the Coast Guard 
to justify various contested elements that have the effect of increasing Great Lakes pilotage 
rates and costs. At some point, knowing actual compensation experience is an important input 
in a system in which the largest single expense element supporting annual rate changes is 
average individual pilot compensation (over $20 million in the current rulemaking).  

 
Industry Commenters have made this point in the last several annual rulemaking 

proceedings. GLPAC has indicated support for transparency about pilot compensation. Our 
comments to the 2017 Docket noted that District 1 had provided individual pilot compensation 
information as recently as 2015 showing a wide range of compensation among pilots in that 
District. This information has disappeared from subsequent District 1 financial reports, but the 
Coast Guard is perfectly entitled to require such information. We have observed previously that 
the Coast Guard, having exercised power to set prices for pilotage services, cannot do so on a 
superficial basis. Where relevant data exist and can be readily provided with assurance of 
protection of individual privacy, the Coast Guard should require those data as a check on the 
realism of projected rates.  
 

                                                
3 The 2017 rates did not take effect until late in the Navigation Season (October). For the bulk of the 2017 
season, the 2016 rates controlled, and those rates contained the significant error, since corrected 
prospectively following litigation, of failing to account for the revenue impact of weighting factors.  

4 Of course, Industry Commenters believe the revenue targets of the Proposed Rule are over-stated due 
to the use of the 270-day multiplier and the inclusion of a “Working Capital” adder. 
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Eliminate the “Working Capital” Adder of Step 5. 
 

In comments submitted to the 2018 Docket, Industry Commenters questioned the 
function and calculation of what is now referred to as a “working capital fund.” This feature of the 
Coast Guard’s rate calculation takes the sum of the calculated 2019 projected operating 
expenses and total pilot compensation for each of the three pilotage districts and multiplies 
those sums by 3.74 percent to derive a figure that is added to the expense and compensation 
loads intended to be covered by the ultimate hourly rate determinations. The Coast Guard is 
well aware of Industry Commenters’ past concerns, expressed over the past three annual 
ratemaking cycles, about this additional element of rate burden: 1) “working capital” in common 
parlance is simply a value for the balance sheet difference between current assets and current 
liabilities. Whatever this figure is in Coast Guard methodology, it is no more “working capital” 
than it was “return on investment”, its former description that was changed in response to 
previous industry objections; 2) the method of calculation is arbitrary and bears no relationship 
to any understandable function of “working capital”; 3) the Coast Guard does not impose 
safeguards to require segregation of funds generated as a result of this element of the hourly 
rate calculation or to ensure that such funds are used in a manner consistent with Coast Guard 
explanations as to why the category of rate burden exists; 4) the Coast Guard has imposed 
surcharges on ratepayers to finance particular expenditures, including expenditures for capital 
items that appear to be of concern as possible justifications for this element of rate burden; and 
5) (closely related to point 3) there is no mechanism in Coast Guard regulations to prevent 
revenues from this element being disbursed as additional compensation to individual pilots.  
 

There is no indication in the record of this proceeding or previous rulemakings where this 
issue has been discussed that “Working Capital” revenue is being dedicated to attract capital for 
capital investments. There has been no indication as to why a “Working Capital” figure would be 
the product or function of multiplying the sum of operating expenses and target pilot 
compensation by Moody’s Aaa Corporate Bond yield averaged from monthly data from two 
years ago. This is a completely arbitrary value that serves no purpose but to increase the overall 
revenue burden that hourly rates are forced to bear.   

 
In the NPRM, the Coast Guard’s calculation of “Working Capital” adds a total of nearly 

$1 million ($943,564) to the rate burden covered by the hourly rate. Industry Commenters 
propose elimination of this component of the rate calculation in its entirety. In the 2018 Final 
Rule, the Coast Guard dismissed Industry Commenters’ questioning of the calculation 
methodology for the “Working Capital” element (Step 5), saying that Industry Commenters “did 
not suggest an alternate value for the fund.”  
 

This observation misstates or misapprehends Industry Commenters’ objection to this 
element of the rate calculation. We do not believe that there is a discrete “Fund” that is a 
receptacle for the Working Capital element of the U.S. pilotage rate calculation or that it should 
necessarily be an add-on to hourly rate calculations. We posit that, until the Coast Guard 
establishes exactly what this component of the pilotage revenue stream is, how it should be 
rationally computed, and how it must be used, the correct value of the adder to revenue 
requirements and hourly pilotage rates should be set at $0.  

 
In the 2018 Final Rule, the Coast Guard offered some hope to ratepayers and others 

that some aspects of this provision would be dealt with constructively in the 2019 rulemaking 
(“we [the Coast Guard] agree that the idea has merit,” referring to the suggestion that the Coast 
Guard expressly require limitations on the use of these funds). The Coast Guard also said that 
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“the purpose of the working capital fund is to demonstrate that pilots can achieve a return on 
investment, and thus have the ability to acquire loans to finance needed capital improvements.” 
83 Fed. Reg. at 26,173. In the 2019 NPRM, the Coast Guard again postpones action on this 
issue, reciting that the Agency is “working with stakeholders to develop the necessary policy 
framework.” Until such a “framework” is complete, the Working Capital element of rate burden 
should be deleted in its entirety.  

 
Various Additional Pilotage Charges Impact Revenue and Pilot Compensation Outcomes. 
The Final Rule Should Revise or Clarify the Circumstances Under Which Hourly Rates 
Can be Assessed in Conditions Prevalent Early and Late in the Navigation Season. 
 

Ratepayers have previously complained of pilotage charges assessed early and late in 
the Navigation Season. These charges (e.g., detention, stand-by, and over-carriage) are 
permitted by current policy and regulations even when the underlying conditions are not the fault 
or within control of the vessel. These issues were raised in the 2018 rulemaking proceeding. At 
that time, Industry Commenters suggested that the regulations prohibit pilotage charges for 
periods when vessels were not under active navigation and/or an additional category of reduced 
rates be established to address these situations. The Coast Guard’s rationale in the 2018 Final 
Rule publication merits reconsideration. The Coast Guard argued that full-bore hourly charges 
are acceptable because “we want shippers, who decide when to use the Great Lakes, to 
incorporate the risks of those delays into their business decisions. Excluding fees for weather 
delays, at times when weather is a known risk, encourages inefficient use of pilot time and puts 
pressure on the system to increase the number of pilots, thus increasing rates for all.” 83 Fed. 
Reg. at 26,175. Given that the Coast Guard generally uses the term “shippers” to denote vessel 
interests (the direct ratepayers in this context), the premise of the Coast Guard’s rationale is 
mistaken. Vessel operators (“carriers”) do not generally control the timing or scheduling of 
shipments. Those decisions are usually driven by commercial considerations of the cargo 
interests. End of season pilotage expenses are not predictable or systematically recoverable 
through shipping rates. Anticipatory pricing of shipping services to cover a contingency of pilot 
costs due to a contingency of delays at the end of the season would drive business away, a 
result that the Coast Guard’s rationale appears to endorse, but one that is inconsistent with the 
general objective of maximizing the economic contribution of the Seaway System for the benefit 
of the regional and national economies involved. A pilot in District 1 on board a delayed Class 4 
vessel for 24 hours, a not-uncommon event late in the season, currently charges approximately 
$23,000 for that 24-hour period in which he may perform no navigation services.  This amount, 
magnified over the number of vessels serving the System, can generate a significant 
component of the targeted revenue despite the absence of services being provided. If the Coast 
Guard can rationally assign an opportunity cost value to non-navigation duty hours in such 
situations, Industry Commenters are not averse to commenting on some sort of lower 
specialized rate in the pre-May, post-November portions of the Navigation Season. However, at 
this time, there has not been a rational justification for assessing full hourly rates in these 
circumstances and the imposition of full rates should not be permitted in 2019 in these 
circumstances.  
 
CONCLUSION 

 
Industry Commenters continue to strongly support an economically sustainable pilotage 

rate structure that recognizes the important contribution made by skilled, competent pilots to 
safe and environmentally sound shipping activity on the Great Lakes.  However, because U.S. 
Great Lakes pilotage is a federally mandated service provided by government-authorized 



November 16, 2018 
Page 9 
 

  

monopoly providers at government-imposed prices, the Coast Guard bears responsibility for 
ensuring that the rates it sets are empirically based and are consistent with statutory 
requirements and international commitments of the United States. The current structure of the 
annual pilotage rate-setting exercise is highly theoretical and reflects a passivity and reluctance 
on the part of the Coast Guard to examine the actual real world impacts of the agency’s rate 
decisions.  Industry Commenters, however, pay rates with real money, or absorb the negative 
impacts of high shipping costs in real economic harm to enterprises, individuals, local port 
operations, and regional economies.   

 
Many of the defects of the 2018 pilotage rate exercise have been carried forward to the 

2019 proposal.  We suggest that the Coast Guard should revisit issues raised in the last three 
rate cycles and determine whether criticisms from ratepayers appear to be borne out by 
subsequent events and experiences.  This will require the Coast Guard to address questions 
such as: 

 
1. Based on annual revenues collected in 2017 and annualized revenue projections for 

2018, is there record evidence indicating convincingly that the 2019 target revenues 
cannot be achieved at either the 2017 or 2018 rate levels? 

 
2. What was the actual average per pilot compensation for 2016 and/or 2017?  This 

information is knowable in that these years are complete.  Is there any reason based 
on record evidence upon which the Coast Guard can conclude that the target 
average per pilot compensation for those years was not achieved at hourly rates 
then in effect?   

 
3. What is the average annual compensation for mates on U.S.-flag Great Lakes 

vessels for any of the last four years?  Can the Coast Guard represent that the target 
annual average per pilot compensation in the 2019 Proposed Rule is approximately 
equivalent to the income of an AMOU member mate’s compensation for similar 
services during a Great Lakes season? 

 
4. What measures will the Coast Guard impose or consider to compensate ratepayers 

for overpayments (measured against targeted revenue and pilot compensation 
figures) for past rate periods?  Does the Coast Guard consider the loss of those 
funds to be acceptable costs of their rate-setting procedures? 
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Industry Commenters believe the Coast Guard is capable of devising a fairer, more 
rational regulatory and rate-setting regime governing U.S. Great Lakes pilotage.  We are willing 
to work constructively with the Coast Guard and Great Lakes Pilots toward that objective.   
 
Respectfully submitted, 
 

 
C. Jonathan Benner 
On Behalf of Shipping Federation of Canada, American Great Lakes Ports Association, and 
United States Great Lakes Shipping Association 


