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AMENDED IN COMMITTEE
FILE NO. 240672 7/17/2024 RESOLUTION NO.

[Section 559 Reimbursable Services Agreement - Retroactive - United States Customs and
Border Protection at San Francisco International Airport]

Resolution retroactively approving the Section 559 Reimbursable Services Agreement,
Contract No. 50020, between United States Customs and Border Protection and the
City and County of San Francisco, acting by and through its Airport Commission, with
a commencement date of November 25, 2014, for an indefinite term, terminable upon

either party by 90 days’ written notice.

WHEREAS, On January 3, 2013, the United States of America implemented the
Section 559 Reimbursable Services Program (Program) to enhance security and service
levels at airports and ports through expanded staffing by the United States Customs and
Border Protection (CBP); and

WHEREAS, On August 19, 2014, by Resolution No. 14-0167, the Airport Commission
(Commission) authorized the Airport Director to enter into a Section 559 Reimbursable
Services Agreement with CBP (Agreement) to implement the Program at San Francisco
International Airport (Airport) by authorizing reimbursement of as-needed overtime pay for
CBP staff providing federal inspection services at the International Terminal; and

WHEREAS, As the Agreement had no defined term, no specified funding, and is
terminable by either party upon 90 days’ notice, the approval provided for a five-year
authorization period, with a projected not to exceed amount of $1,480,000 for Fiscal Year (FY)
2014-2015, with Staff returning to the Commission annually for each fiscal year’s funding; and

WHEREAS, On June 14, 2019, by Resolution No. 19-0146, the Commission approved
an additional four-year authorization period for the Agreement with additional funding of up to

$4,500,000 for the corresponding period, which period expired on December 31, 2023; and

Airport Commission
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WHEREAS, Since the start of the Agreement to date, reimbursements to CBP have
totaled approximately $5,700,000; and

WHEREAS, Staff sees a continued need for the Program due to anticipated increases
in international flight activity for the busy summer travel season, and anticipates that the
required funding for the Agreement for FY2024-2025 will total approximately $750,000; and

WHEREAS, The Agreement is not being modified, but Staff is now seeking renewed
approval for the Agreement given its indefinite term, with the Agreement remaining in effect
until terminated by either party with 90 days’ written notice, and

WHEREAS, Staff will seek approval for the funding of the reimbursements to CBP
under the Agreement as part of the Airport’s annual budget approval process going forward,;
and

WHEREAS, On June 4, 2024, by Resolution No. 24-0126, the Commission renewed its
approval of the Agreement with CBP for an indefinite term, terminable upon either party by 90
days’ written notice, and directed the Commission Secretary to request retroactive approval of
the Agreement from the Board of Supervisors (Board) under Charter, Section 9.118; and

WHEREAS, Charter, Section 9.118(b), of the provides that agreements entered into by
a department, board, or commission having a term in excess of 10 years shall be subject to
approval by the Board by Resolution; and

WHEREAS, At the time of the initial approval in 2014 and at the renewed approval in
2019, Airport staff, in consultation with the City Attorney’s Office, structured the Commission
approvals of the Agreement as approvals of separate limited duration authorization periods,
not anticipating that the term of the Agreement would exceed 10 years, and considered the
Agreement to be under the thresholds, which would require Board approval under Charter,

Section 9.118, and the Agreement was not presented to the Board for approval; and

Airport Commission
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WHEREAS, As the Agreement has no defined term, and now that the Agreement is
anticipated to exceed 10 years in duration later this year, in order to resolve any uncertainty
about whether Board approval is required due to the indefinite term, the Commission has
requested retroactive Board approval of the Agreement under Charter, Section 9.118, back to
2014; and

WHEREAS, Copies of the fully executed Agreement are on file with the Clerk of the
Board of Supervisors in File No. 240672; now, therefore, be it

RESOLVED, That the Board of Supervisors hereby retroactively approves the Section
559 Reimbursable Services Agreement, Contract No. 50020, with the United States Customs
and Border Control for an indefinite term, terminable upon either party by 90 days’ written

notice.

Airport Commission
BOARD OF SUPERVISORS Page 3



BUDGET AND FINANCE COMMITTEE MEETING JuLy 17, 2024

Item 10 Department:
File 24-0672 San Francisco International Airport (Airport)

Legislative Objectives

e The proposed resolution would retroactively approve an agreement between the Airport
and CBP to participate in the Reimbursable Services Program for an indefinite term
commencing from November 25, 2014.

Key Points

e As authorized under Section 559 of the Consolidated Appropriations Act, 2014, the U.S.
Customs and Border Protection’s (CBP) Reimbursable Services Program enables CBP to
provide additional inspection services and expanded staffingat the request of participating
entities, such as airports. The San Francisco International Airport (Airport) joined the
program in July 2014. In August 2014, the Airport Commission approved a five-year
agreement with CBP with an initial not-to-exceed funding of $1.48 million. The agreement
did not have a defined term and could be terminated by either party upon 90 days’ notice.
Airport staff returned to the Commission annually for funding approval of each fiscal year.
The Airportis seeking Board of Supervisors approval now becausethe agreement, although
it does not have a definite term, will soon exceed the ten-year threshold for Board approval.

e Under the agreement, CBP provides services such as inspections processing, baggage
control, agricultural processing, and administrative and enforcement functions necessary
to supportinspections activities. As airline passenger travel fluctuates, the Airpo rt submits
requests for CBP staff and services, on an as-needed basis. CBP overtime is then reimbursed
by the Airport.

Fiscal Impact

e Basedon monthlyinvoices between FY 2014-15 through FY 2019-20, CBP reimbursements
have totaled approximately $5.7 million.

e The Airportis anticipatinga need for services in FY 2024-25 due to a projected increase in
international passengertravel. The department projects thatfundingfor CBP services in FY
2024-25 will total approximately $750,000. The source of funds for the reimbursements is
the Airport’s operating funds.

Recommendations

e Amend the proposed resolution to correctly state that the agreement is terminable upon
either party by 90 days’ written notice.

e Approve the proposed resolution.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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MANDATE STATEMENT

City Charter Section 9.118(b) states that any contract entered into by a department, board or
commission that (1) has a term of more than ten years, (2) requires expenditures of $10 million
or more, or (3) requires a modification of more than $500,000 is subject to Board of Supervisors
approval.

BACKGROUND

As authorized under Section 559 of the Consolidated Appropriations Act, 2014, the U.S. Customs
and Border Protection’s (CBP) Reimbursable Services Program enables CBP to provide additional
inspection services and expanded staffing at the request of participating entities, such as airports.
The San Francisco International Airport (Airport) joined the program in July 2014. In August 2014,
the Airport Commission approved a five-year authorization for the Airport Director to contract
with CBP with an initial not-to-exceed funding of $1.48 million. The agreement did not have a
defined term and could be terminated by either party upon 90 days’ notice. Airport staff returned
to the Commission annually for funding approval of each fiscal year. In June 2019, the
Commission approved an additional four-year funding period with CBP for up to $4.5 million
through December 31, 2023.

DETAILS OF PROPOSED LEGISLATION

The proposed resolution would retroactively approve an agreement between the Airport and
CBP to participate inthe Reimbursable Services Program for an indefinite term commencing from
November 25, 2014. The agreement states that it can be terminated by either party upon 90
days’ written notice; however, the proposedresolution incorrectly states 60 days’ written notice.
We recommend that the resolution be amended to state the correct number of days.

Accordingto the Airport, CBP’s required agreement template does notdefine orallow foran end
term date. Consequently, the agreement with CBP does notspecify an end term date. The Airport
is seeking retroactive Board approval because the agreement will exceed 10 years after August
2024.

Scope of Services

Under the agreement, CBP provides services such as inspections processing, baggage control,
agricultural processing, and administrative and enforcement functions necessary to support
inspections activities. As airline passenger travel fluctuates, the Airport submits requests for CBP
staff and services on a voluntary, as-needed basis. CBP is then reimbursed for overtime pay of
staff. Accordingto the Airport, the department audits monthly billing against overtime hours
requested. Invoices from CBP include information on how the overtime hours were allocated to
support international passenger processing. CBP does not share staffing levels or scheduling
assignments due to security concerns, which limits auditing work.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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FISCAL IMPACT

According to the Airport, based on monthly invoices between FY 2014-15 through FY 2019-20,
CBP reimbursements have totaled approximately $5.7 million. During the COVID-19 pandemic,
there were no requests for CBP services, and services have currently not restarted. However, the
Airport is anticipating a need for services in FY 2024-25 due to a projected increase in
international passenger travel. The department projects that funding for CBP servicesin FY 2024-
25 will total approximately $750,000." The source of funds for the reimbursements is the
Airport’s operating funds.

‘ RECOMMENDATIONS

1. Amendthe proposed resolutionto correctly state that the agreementis terminable upon
either party by 90 days’ written notice.
2. Approve the proposed resolution.

! The Airport projected $750,000 by totaling the average expenditures for the months of June through September
and January (which the Airport states are roughly the heavier travel periods) for the timeframe of FY 2014-15
through FY 2019-20, equaling $712,783. The Airport then added 5 percent to this amount for unexpected needs and

rounded up to $750,000.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST

































San Francisco International Airport

MEMORANDUM
August 19, 2014

TO: AIRPORT COMMISSION
Hon. Larry Mazzola, President
Hon. Linda S. Crayton, Vice President
Hon. Eleanor Johns
Hon. Richard J. Guggenhime
Hon. Peter A, Stern

FROM: Airport Director

SUBJECT: Delegation of Authority to the Airport Director to Enter into a “Section 559”
Reimbursable Fee Agreement with U.S. Customs and Border Protection in an Amount
Not-to-Exceed $1.48 million for Fiscal Year 2014/15

DIRECTOR’S RECOMMENDATION: DELEGATE AUTHORITY TO THE AIRPORT DIRECTOR
TO ENTER INTO A “SECTION 559” REIMBURSABLE FEE AGREEMENT BETWEEN U.S.
CUSTOMS AND BORDER PROTECTION AND THE SAN FRANCISCO INTERNATIONAL
AIRPORT TO PROVIDE EXPANDED SERVICES IN THE INTERNATIONAL TERMINAL.

Executive Summary

On April 14, 2014, the San Francisco International Airport (“SFO’) submitted an application to U.S.
Customs and Border Protection (“CBP”) to be designated as a participating airport in CBP’s new pilot
program entitled the Reimbursable Fee Agreement Program (the “Program”). On July 23, 2014, CBP
announced that SFO was designated a participating airport under the Program, making it eligible for a
“Section 559” Reimbursable Fee Agreement, Contract No, 50020 (“the Agreement™). The Program
focuses on growing volumes of trade and travel and will directly benefit SFO by expanding the CBP
hours of operation in the International Terminal pursuant to the Agreement. Staff is requesting that the
Airport Commission delegate to the Airport Director the authority to enter into the Agreement with CBP
with a term of five (5) years and with an initial funding for FY 2014/15 of $1.48 million. Thereafter,
staff will return to the Commission annually for each fiscal year’s funding.

Background

On January 3, 2013, the United States of America implemented the aforementioned Program under
Sections 559 and 560 of the Consolidated and Further Continuing Appropriations Act of 2013 (the
“Act”) in an effort to support growing volumes of trade and travel. The Program strives to improve
security and enhance service levels for the processing of travelers and cargo through a variety of
mechanisms, including the creation of public-private partnerships between CBP and private sector or
government entities.

- These partnerships, formalized through Reimbursable Fee Agreements, will enable designated airports
to request expanded hours of CBP staffing in Federal Inspection Services (“FIS™) areas to accommodate
flights that arrive outside the established hours of CBP operations, conditioned upon reimbursement to

¢
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CBP for such services. In 2013, under Section 560 of the Act, the pilot Program was implemented
wherein five international airports were designated and entered into Agreements with CBP, including
Houston Intercontinental, Dallas/Fort Worth, Miami, El Paso, and South Texas.

On April 14,2014, in antlclpatlon of expanded flight schedules at SFO by carriers such as United
Airlines and Etihad Airways, and to maintain SFO’s competitive edge for growing new international
flight activity, SFO submitted an apphcataon to CBP to be designated as one of five airports in the
Program for 2014 under Section 559 of the Act. On April 22, 2014, CBP announced that SFO had been
designated as a participating airport.

The first beneficiary of the expanded CBP staffing will be our newest cartier, Etihad Airways, which
will commence direct flights between San Francisco and Abu Dhabi on November 18, 2014, with arrival
times in the early morning,.

Proposal

Staff is requesting that the Airport Commission delegate to the Airport Director the authority to enter
into an Agreement with CBP under the following terms and conditions, which are consistent with
Federal law:

Term: Five (5) years commencing upon execution of the Agreement by
both parties. _

Early Termination: Upon ninety (90) days’ written notice by either party.

Form of Agreement: “Section 559” Reimbursable Fee Agreement and a supplementary

Annex, which sets forth details about specific services, schedules,
and other conditions for the port location.

CBP Services: Activities of any employee or contractor of CBP pertaining to
customers and immigration inspection-related matters. Specific
services are to be requested by SFO and mutually agreed to by both
parties.

Reimbursable Costs: Limited to “overtime pay”, defined as compensation that a CBP
officer, pursuant to applicable law, is entitled to receive, in excess of
officer’s base pay, for performing officially assigned work in excess
of 40 hours of the regularly scheduled work week or in excess of 8
hours in a day. Overtime pay also includes any benefits and indirect
costs incurred by CBP related to overtime services. Reimbursable
Costs are to be paid monthly.

Program Cost: Projected at an amount not-to-exceed $1.48 million for FY 2014/15,
Staff will return to the Commission annually for each fiscal year’s
funding.

Upon execution of the Agreement, the Airport Director will return to the Commission to provide further
details on the CBP Services to be provided and related Reimbursable Costs.
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Recommendation

I recommend adoption of the attached Resolution that delegates to the Airport Director the authority to
enter into a “Section 559 Reimbursable Fee Agreement (Contract No. 50020) with U.S. Customs and
Border Protection for provision of CBP Services in the International Terminal for a period of five (5)
years and at a projected cost not-to-exceed $1.48 million for FY 2014/15, Thereafter, staff will return to
the Commission annually for each fiscal year’s funding.

John L, Martin
Airport Director

Prepared by: Leo Fermin ‘
Chief Business and Finance Ofﬁcgr

Attachment




AIRPORT COMMISSION

CITY AND COUNTY OF SAN FRANCISCO

14-0167

DELEGATION OF AUTHORITY TO THE AIRPORT DIRECTOR TO ENTER INTO A “SECTION 5597
REIMBURSABLE FEE AGREEMENT BETWEEN U.S. CUSTOMS AND BORDER PROTECTION
(“CBP”) AND THE SAN FRANCISCO INTERNATIONAL AIRPORT TO PROVIDE EXPANDED CBP
SERVICES IN THE INTERNATIONAL TERMINAL AT A MAXIMUM NOT-TO-EXCEED AMOUNT OF

$1.48 MILLION

RESOLUTION NO.

WHEREAS, on January 3, 2013, the United States of America implemented a pilot program, known as the
Reimbursable Fee Agreement Program (the “Program™) under Section 560 of the Consolidated

and Further Continuing Appropriations Act of 2013; and

WHEREAS, the intent of the Program is to enhance security and improve service levels at ports of entry into
the United States pursuant to Reimbursable Fee Agreements, which create public-private
partnerships between CBP and private sector or government entities, thereby enabling
designated airports to request expanded hours of CBP staffing in the Federal Inspection
Services (“FIS™) areas to accominodate flights that arrive outside the established operational
hours of CBP; and

WHEREAS, on April 22, 2014, CBP announced that the San Francisco International Airport (“SFO”) had
been designated as a participating airport in the Program for 2014 and is eligible to enter into a
“Section 559 Reimbursable Fee Agreement, Contract No. 50020 (the “Agreement”) with CBP;

and . .

WHEREAS, the Agreement will be for a term of five (5) years and provide for reimbursement to CBP for
' "~ cettain CBP services (the “Reimbursable Costs™), as proposed by SFO and negotiated with
CBP, pertaining to customer and immigration inspection-related matters; and

WHEREAS, the Reimbursable Costs will be limited to payment of “overtime pay”, as defined in the
Memorandum, at a projected cost not-to-exceed $1.48 million for FY 2014/15; thereafter, staff

will return to the Commission annually for each fiscal year’s funding; a

WHEREAS,  staff is requesting that the Airport Commission delegate to the Airport Director the authority to
enter into the Agreement with CBP to expand CBP staffing in the International Terminal; now,

therefore, be it

RESOLVED, that this Commission hereby delegates to the Airport Director the authority to enter into a
“Section 559” Reimbursable Fee Agreement, Contract 50020, with U.S, Customs and Border
Protection, with a term of five (5) years and at a projected cost not-to-exceed $1.48 million for
FY 2014/15 for provision of CBP Services in the International Terminal; and be it further

RESOLVED, that amounts remaining unspent for FY 2014/15 costs may be carried over to subsequent fiscal
years; and be it further

RESOLVED, that staff will return to the Commission annually for approval of each fiscal year’s funding.

1 hereby certify that the foregoing resolution was adopted by the Airport Commission
AUG 19 20 -

at ifs meeting of

Secretury
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By Resolution No. 14-0167, adopted by the Commission on August 19, 2014, the Commission
approved a five-year CBP reimbursement period, from December 14, 2014 through

December 13, 2019. Since the start of the Agreement to date, reimbursements to CBP total
approximately $4.7 million. Staff sees a continued need for the Program due to consistent
increases in international flight activity and associated incoming passenger wait times at the
Airport.

Proposal

Staff requests the Commission’s authorization of the Extended Reimbursement Period. Staff
further requests the Commission’s approval of up to an additional $4.5 million in funding for the
corresponding period.

Recommendation

I recommend the Commission approves the Extended Reimbursement Period with corresponding
funding of up to an additional $4.5 million.

Airport Director

Prepared by: Leo Fermin
Chief Business and Finance Officer

Attachment
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Background

On January 3, 2013, the United States of America implemented the Program, which was
designed to enhance security and improve service levels of CBP at select ports of entry into the
United States. Under the Program, designated airports could request expanded hours of staffing
by CBP in the FIS areas to accommodate flights that arrive outside the established operational
hours of CBP, subject to reimbursement agreements entered into between airports and CBP.

On August 19, 2014, by Resolution No. 14-0167, the Commission first approved the Agreement.
Pursuant to CBP standards for this type of agreement, the Agreement has no definite term, no
specified funding amount, and is terminable by either party upon 60 days’ notice. The
Commission’s approval provided for a five-year authorization period with a projected cost not to
exceed $1.48 million for FY 2014/15 and Staff returning to the Commission annually for each
fiscal year’s funding.

On June 4, 2019, by Resolution No. 19-0146, the Commission approved an additional four-year
authorization period for the Agreement with additional funding of up to $4.5 million for the
corresponding period, which expired on December 31, 2023. During the COVID-19 pandemic,
passenger traffic decreased as did the need for these additional services by CBP.

Proposal

Since the start of the Agreement to date, reimbursements to CBP have totaled approximately
$5.7 million. Staff see a continued need for the Program due to anticipated increases in
international flight activity for the busy summer travel season. Staff anticipates that the required
funding for the Agreement for FY 24/25 will total approximately $750,000. The Agreement is
not being modified, but Staff is now seeking renewed approval for the Agreement given its
indefinite term which will continue in effect until terminated by either party with 60 days’
written notice. Going forward, Staff will seek approval for the funding of the reimbursements to
CBP under the Agreement as part of its annual budget approval process.

Board Approval

As described above, the Agreement dates back to 2014. Charter Section 9.118 requires Board
approval of certain contracts with a term that exceeds 10 years or requiring anticipated
expenditures by the City of $10 million or more. The Agreement was not previously presented to
the Board for approval, as Staff did not anticipate that the term of the Agreement would exceed
10 years. At the time, Airport staff, in consultation with the City Attorney’s Office, structured
the approvals for the Agreement as approval of separate four and five-year authorization periods.
As the Agreement has no defined term, and it is anticipated the Agreement will exceed 10 years
in duration later this year, the City Attorney’s Office advised Staff that to resolve any uncertainty
about whether Board approval is required due to the indefinite term, the safest course is to seek
retroactive Board approval under Charter Section 9.118 of the Agreement back to 2014.
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Recommendation

I recommend the Commission approve the Section 559 Reimbursable Services Agreement
Contract No. 50020 with U.S. Customs and Border Protection and direct the Commission
Secretary to request Board of Supervisors’ retroactive approval of the Agreement under Charter
Section 9.118.

Director

Prepared by: Jeff Littlefield
Chief Operating Officer

Attachment



June 6, 2024

Ms. Angela Calvillo

Clerk of the Board

Board of Supervisors

City Hall

1 Dr. Carlton B. Goodlett Place, Room 244
San Francisco, CA 94102-4689

Subject:  Section 559 Reimbursable Services Agreement, Contract No. 50020 with U.S.
Customs and Border Protection

Dear Ms. Calvillo:

Pursuant to Section 9.118 of the City Charter, | am forwarding to the Board of Supervisors the
proposed Resolution retroactively approving the Section 559 Reimbursable Services Agreement
Contract No. 50020 between United States Customs and Border Protection and the City and
County of San Francisco, acting by and through its Airport Commission, with a commencement
date of November 25, 2014, for an indefinite term.

The following is a list of accompanying documents:

e Board of Supervisors Resolution;
Airport Commission Resolution No. 24-0126;
Memorandum accompanying Airport Commission Resolution No. 24-0126;
Airport Commission Resolution No. 19-0146;
Memorandum accompanying Airport Commission Resolution No. 19-0146;
Airport Commission Resolution No. 14-0167;
Memorandum accompanying Airport Commission Resolution No. 14-0167;
Copy of Original Agreement No. 50020, executed by U.S. Customs and Border
Protection.

Please contact Dyanna Volek, Government Affairs Manager, at 650-821-4005 if you have any
questions or concerns regarding this matter.

Very truly yours,
Kantrice Ogletree /s/

Kantrice Ogletree
Commission Secretary

Enclosures

cc: Dyanna Volek, Government Affairs
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