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Executive Summary: Revenue vs. Payout Amounts

» Pension benefits are based on how much is billed, not how much cash is actually collected. This creates a risk if the cash
collected is not enough to cover pension payments.

« There is regularly a difference between what is billed to shipping companies and what is actually collected.

« Sometimes this difference is a deficit (not enough cash collected to pay all pension benefits). Other times it is a
surplus (more cash collected than is needed at that time).

« SFBP collects 99.63% of what it bills, on average over 10 years. This is a very high collection rate.

« Over the last 10 years, these differences have added up to a net deficit of $446,135. This represents 0.37% of all
billings ($122,745,261) for the last 10 years.

« This means, overall, there has not been enough cash collected to fully cover pension payments.

« SFBP has been underwriting this deficit when pension payments are higher than the cash collected.



10-year Pension Plan Revenue vs. Pension Costs

January 2016 through December 2025 Pension Surcharge Data
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Over 10 years, SFBP has an average accounts $312,771

receivable efficiency ratio of 99.63%
(Efficiency Ratio = Cash Received / Total Billed).
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For the 10-year period from
2016 to 2025, the pension
plan paid out $446,135
more in benefits than it
collected in revenue
(net).

This shortfall has been
underwritten by SFBP
using its own financial
resources.




Impact of Cash-based vs. Billing-based Payments on Plan Beneficiaries

January 2025 through December 2025 Pension Surcharge Data

+ Cash-based System Increases Monthly Ups and Downs in Pension Payments

Switching to a cash-based pension system would make monthly pension payments more variable for plan beneficiaries. The amount they receive each month would depend on
how quickly shipping companies pay their bills, even if the total amount they receive in a year would be the same as a billing-based system.

+ Total Pension Amounts Stay About the Same Under a Cash-based System

We know that plan beneficiaries would receive about the same total amount under a cash-based system because SFBP collects almost all of what it bills. SFBP’s collection rate
(accounts receivable efficiency ratio) has been 99.63% over the last 10 years and 99.56% over the last 5 years, which means very little of the billed amount is not collected.
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Standard deviation is a mathematical way to measure how much something goes up and down over time. From January 2025 through December 2025, the standard deviation for billing was $95,000 and for cash it was $166,000.
A low standard deviation means the numbers stay close to the average, so there is less change from month to month, while a high standard deviation means the numbers are spread out over a wider range, so there is more change

from month to month.



Summary: Switching to Cash-based Payments

Shortfall
Risks Eliminated

More Variability
for Plan Beneficiaries

Pension payments would be based on cash actually collected, not what was billed. This would eliminate the
chance that SFBP has to cover a deficit like the $446,135 net shortfall over the past 10 years.

Plan beneficiaries may see their monthly pension amounts change more often because payments would
depend on how much cash is collected. This could make it harder for beneficiaries to plan for regular bills like
food and medical costs and could cause pressure if payments go up and down from month to month, even if
the total amount over the year is about the same.
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Supporting Schedule: 10-Year Revenue vs. Cost Detail

Pension Costs

\ 4

Pension Revenue

\ 4

SOURCE: Pension Allocation Reports

SOURCE: Monthly SFBP Reports

A B C=A+B D E F=E-C G=E-D H=G-F
Period Year Admin Costs | Payout to Participants | Total Pension Costs | Summary Billing Data | Summary Cash Data | Cashvs Total Pension Costs,$ | Cash vs Billing Variance, $ Variance
1 CY16 $26,088 $9,439,914 $9,466,002 $9,512,810 $9,301,567 ($164,436) ($211,243) ($46,808)
2 Cy17 $19,480 $9,375,725 $9,395,205 $9,367,707 $9,338,053 ($57,152) ($29,653) $27,498
3 Cy18 $25,480 $10,399,377 $10,424,856 $10,424,856 $10,306,497 ($118,359) ($118,359) $0
4 CY19 $44,462 $10,730,731 $10,775,193 $10,775,193 $10,859,075 $83,882 $83,882 $0
5 CY20 $52,931 $10,336,966 $10,389,897 $10,389,897 $10,526,297 $136,400 $136,400 $0
6 Cy21 $37,579 $10,146,132 $10,183,711 $10,183,711 $10,171,184 ($12,527) ($12,527) ($0)
7 Cy22 $39,860 $14,081,360 $14,121,219 $14,115,257 $13,725,021 ($396,198) ($390,236) $5,962
8 Cy23 $32,463 $18,086,651 $18,119,114 $18,119,114 $17,879,994 ($239,119) ($239,119) $0
9 Cy24 $32,228 $15,150,926 $15,183,153 $15,183,153 $15,495,925 $312,771 $312,771 $0
10 CY25 $32,749 $14,640,814 $14,673,563 $14,673,563 $14,682,166 $8,602 $8,602 $0
TOTAL| $343,318 $122,388,596 | § $122,731,914 $122,745,261 $122,285,779 ($446,135) ($459,482) ($13,347)

a

a

SFBP has an accounts receivable efficiency ratio of 99.63% (Efficiency Ratio = Cash Received + Total Billed).

Note: Since December Board Meeting, CY 25 has been updated through December 2025
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Supporting Schedule: Accounts Receivable Efficiency Detail

A B C=B +A

Period Year Summary Billing Data | Summary Cash Data | Accounts Receivable Efficiency Notes
1 CY16 $9,512,810 $9,301,567 97.78%|Adj. for unpaid Hanjin invoices decreased Billing.
2 CY17 $9,367,707 $9,338,053 99.68%|Adj. for Hanjin paymentincreased Billing.
3 CY18 $10,424,856 $10,306,497 98.86%
4 CY19 $10,775,193 $10,859,075 100.78%
5 CY20 $10,389,897 $10,526,297 101.31%
6 Cy21 $10,183,711 $10,171,184 99.88% B
7 CY22 $14,115,257 $13,725,021 97.24%
8 CY23 $18,119,114 $17,879,994 98.68%
9 CY24 $15,183,153 $15,495,925 102.06%
10 CY25 $14,673,563 $14,682,166 100.06%

TOTAL $122,745,261 $122,285,779 99.63%

10-year accounts receivable “inefficiency”

0.37% = ($122,745,261 - $122,285,779) + $122,745,261

Note: Since December Board Meeting, CY 25 has been updated through December 2025



Supporting Schedule: Pension Plan Components

Statutorily Defined Lookback Period
Benefit Target for + Average Gross Tonnage fot:r::hheagj:alftztf
the Quarter for the Quarter

3

Surcharge Rate x Gross Billed Tonnage == Pension Plan Revenue
for the Quarter for the Month === for the Month

The pension plan has several essential elements.

First, it has a statutorily defined target benefit, which sets the precise amount of pension each participant is entitled to
receive.

Second, there’s a revenue collection mechanism. This revenue is generated through a surcharge imposed on ongoing
shipping activities.

The surcharge rate itself is determined by a method established in statute. This method considers two primary factors: the
gross tonnage of vessels during a designated “lookback” period, and the pre-determined target benefit amount.

By applying this calculated surcharge rate to current shipping volumes, the plan generates the necessary revenue to
fund the pension benefits.



Supporting Schedule: Payout Amount Distribution
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Pension beneficiaries receive payouts at different percentage rates based on their statutorily defined benefit target.

Pension beneficiaries do not receive an average amount.
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[$1,189 and $6,489]

[$6,490 and $11,789]

[$11,790 and $17,089]

[$17,090 and $22,389]

[$22,390 and $27,689]

12 (14%)
Number of plan participants who receive payouts
between $1,189 and $6,489

20 (24%)
Number of plan participants who receive payouts
between $6,490 and $11,789

19 (22%)
Number of plan participants who receive payouts
between $11,790 and $17,089

24 (28%)
Number of plan participants who receive payouts
between $17,090 and $22,389

10 (12%)
Number of plan participants who receive payouts
between $22,390 and $27,689

85 (100%)

Number of plan participants

Note: Target rates as of January 1, 2026.
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Supporting Schedule: Harbors and Navigation Code 1166(a) and (b)

Harbors and Navigation Code 1166(a) and (b)

(a) The benefits actually paid out each month by the fiduciary agent or agents designated by the board to all retired and disabled
pilots and inland pilots, to surviving spouses of deceased pilots and inland pilots, and to successors in interest shall be equal to
the revenue received pursuant to Section 1165 during the preceding month less the expenses of the fiduciary agent or agents
incurred during that month. The revenue, whether greater or less than the amount used in determining the tonnage rates under
this chapter to provide the aggregate target pensions to which those persons are entitled according to Section 1163, shall be paid
to each of them in proportion to the relative target amounts to which they are entitled, after payment of the expenses of the
fiduciary agent or agents.

(b) Revenues for any month or year are the amounts to be received pursuant to the pension plan for pilotage during that month or
year. The fiduciary agent or agents shall determine which accounting system shall be used to make the payment, provided that, if
the accrual method is used, it shall be subject to later equitable adjustments for unpaid receivables.
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