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Board of Pilot Commissioners 
for the Bays of San Francisco, San Pablo, and Suisun 

 

Staff Report: Three-year Review of the San Francisco 
Pilot Pension Plan Benefits 

 

January 13, 2026 
 
 

EXECUTIVE SUMMARY 
 

Harbors and Navigation Code §1167 requires the Board to review San Francisco Pilot Pension Plan 
benefits every three years and allows increases up to 50% of the CPI increase, considering 
maritime industry practice. 
 
The policy choice for the Board is whether to leave benefits unchanged or approve an increase of 
up to 4.128% or 4.425%—depending on the calculation methodology the Board chooses to use. 
 
For its 2026 review the Board may wish to consider: 
 

CPI Results and Maximum Allowed Increase 
• December‑to‑December methodology: 8.256% CPI → maximum benefit increase of 

4.128%. 
 

• Annual-average methodology: 8.850% CPI → maximum benefit increase of 4.425%. 
 

• The Board may choose any increase from 0% up to the above caps.  
 

• From a methodological perspective, the Board has typically used the December-to-
December methodology to determine the benefit increase amount. 
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1. Background 

Harbors and Navigation Code (HNC) §1167, requires the Board of Pilot Commissioners (Board) 
to  review the benefits provided by the San Francisco Pilot Pension Plan (PPP) every three years 
or when the Consumer Price Index (CPI) has increased by more than 12% within that period. 
After its review, the Board may act to increase the amounts paid to PPP beneficiaries or leave 
them at their current rate. In making its decision, the Board is required to consider maritime 
industry practice. 
 
The Board’s last review of pension benefits occurred in February 2023. Since the CPI has not 
exceeded 12% in the past three years, the Board is now required to review the PPP benefits in 
2026, and make a determination if an increase to the beneficiary target amounts is warranted.   
 
2. Authority 

HNC §1167 provides the authority for the Board’s review: 
 

(a) The board shall review the benefits received by retired or disabled pilots and inland 
pilots and their surviving spouses every three years or when the cumulative percentage 
increase in the Consumer Price Index (San Francisco Bay Area) has exceeded 12 
percent, whichever occurs first. 
 

(b) The board may increase the monthly pensions specified in Section 1163. Those increases 
shall take into consideration the maritime industry practice in the United States as 
brought to the attention of the board by the pilots, inland pilots, or the industry. The 
increase shall not exceed 50 percent of the cumulative increase in the Consumer Price 
Index (San Francisco Bay Area). Monthly pensions for retired pilots, inland pilots, or 
their surviving spouses who have been retired less than the full three-year interval 
between adjustments shall increase on a pro rata basis according to the number of 
months that those persons have been retired prior to that adjustment. 
 
(Amended by Stats. 1993, Ch. 1192, Sec. 5. Effective January 1, 1994.) 

 
3. Rounding, Methodology, and Data Sources 

Rounding. Consistent with prior reports and where applicable, dollar values have been rounded 
to the nearest whole dollar for enhanced readability and easier comparison across datasets. Minor 
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discrepancies in totals may occur due to rounding, and these variations do not indicate errors in 
calculation or data integrity.  
 
Accounting Methodology. The PPP uses the accrual accounting method, sometimes referred to 
as billing, to determine benefit amounts and disburse benefits to beneficiaries. 
 
Data Sources. The data used in this report is sourced from audited financial statements prepared 
by the State Controller’s Office (SCO) and from the San Francisco Bar Pilots (SFBP). CPI data 
is sourced from the Bureau of Labor Statistics (BLS). 
 
4. Amount and Effective Date of Prior Adjustments 

The Board last reviewed the PPP benefits at its meeting on February 23, 2023, at which time it 
also approved an increase of 5.76% to the monthly target pension amounts for PPP participants. 
This adjustment became effective April 1, 2023.   
 
Historical adjustments from 1996 through 2023 are listed in the following table. 
 
Table 1.Historical Adjustments 

Effective  
Date 

Percentage 
Increase 

4/1/1996 2.40% 
4/1/1999 5.03% 
4/1/2002 6.93% 
4/1/2005 2.35% 
4/1/2008 4.76% 
4/1/2011 2.10% 
4/1/2014 3.97% 
4/1/2017 4.84% 
4/1/2020 5.11% 
4/1/2023 5.76% 

 
5. CPI Data 

Consumer Price Index (San Francisco Bay Area) data was obtained from the BLS.1 The chart 
below shows the monthly and annual CPI data from 2015 through 2025 for the San Francisco-
Oakland-Hayward:2 
 

 
1 CPI is a measure of the average change over time in the prices paid by urban consumers for a market basket of 
consumer goods and services. Data source: https://data.bls.gov/PDQWeb/cu. 
2 From the 2023 Staff Report: “CPI data is not available for only the San Francisco Bay Area as called for in the 
Harbors and Navigation Code. The Chief Economist for the Department of Finance has confirmed that consumer 
price index data from the San Francisco-Oakland-San Jose, CA area is the appropriate data to use for the CPI 
calculation.” Board of Pilot Commissioners, “Staff Report—San Francisco Pension Plan,” February 13, 2023. 
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Table 2. CPI Data, 2015 through 2025 

The CPI data in the table above is not seasonally adjusted, nor should it be. The BLS provides 
both Seasonally Adjusted (SA) and Not Seasonally Adjusted (NSA) CPI data to serve different 
analytical purposes. NSA data reflects actual prices consumers pay and is best used for 
understanding price changes and cost escalations, while SA data removes predictable seasonal 
patterns to reveal underlying inflation trends for more precise month-to-month comparisons. 
Both metrics are valuable tools, with NSA showing real-world price impacts and SA enabling 
clearer analysis of short-term economic trends.3 
 
6. CPI Calculations 

a. Background 

While HNC §1167 mandates the use of the CPI as the baseline, it does not require that the Board 
employ a particular methodology when calculating the benefit increase amount. For example, 
HNC §1167 does not state whether the Board should employ a December-to-December (point-
to-point) or an annual calculation methodology. Historically, the Board has opted to calculate 
benefit increase amounts using the December-to-December (point-to-point) method.  

 
3 For more information, see: https://www.bls.gov/cpi/seasonal-adjustment/questions-and-answers.htm. 
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However, it should be acknowledged that the Chief Economist of the Department of Finance has 
previously recommended using annual averages instead, noting that annual CPI is less volatile 
than the monthly figure.4 Unlike prior reports, which only included the increase associated with 
the December-to-December methodology, this report includes the results from both 
methodologies for the Board’s consideration. 
 
It is unclear why the Board has used the December-to-December calculation methodology for 
past increases, but data availability is the most likely reason. Prior staff reports have opined that 
“the Board elected to use the point-to-point calculation methodology since in years past annual 
CPI data was not available early in the year for a prior year, and the Board typically reviewed 
CPI data every three years in early spring with historical pension increases effective April 1. 
Annual CPI data is now available in mid-to late January.”5 The BLS now makes SA and NSA 
CPI data available in mid-January, which makes it possible to include both calculation 
methodologies in this report.  
 

b. Option 1: CPI Calculation Using December-to-December Methodology (Approach 
Customarily Used by the Board) 

The cumulative increase in CPI from December 2022 to December 2025 for the point-to-point 
methodology is 8.256%. 
 
FORMULA: 

𝐶𝐶𝐶𝐶𝐶𝐶.𝐷𝐷𝐷𝐷𝐷𝐷. 2022 − 𝑡𝑡𝑡𝑡 − 𝐷𝐷𝐷𝐷𝐷𝐷. 2025 𝐶𝐶𝐶𝐶𝐶𝐶 𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼 = 100 × �
(𝐷𝐷𝐷𝐷𝐷𝐷. 2025 𝐶𝐶𝐶𝐶𝐶𝐶 − 𝐷𝐷𝐷𝐷𝐷𝐷. 2022 𝐶𝐶𝐶𝐶𝐶𝐶)

𝐷𝐷𝐷𝐷𝐷𝐷. 2022 𝐶𝐶𝐶𝐶𝐶𝐶 � 

 
CALCULATION: 

8.256% = 100 × �
(358.568 − 331.222)

331.222 � 

 
c. Option 2: CPI Calculation Using Annual Average Methodology 

The cumulative annual increase in CPI from 2023 to 2025 for the annual average methodology is 
8.850%. 
 
FORMULA: 

𝐶𝐶𝐶𝐶𝐶𝐶. 𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴 𝐶𝐶𝐶𝐶𝐶𝐶 𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼𝐼 = 100 × �
(𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴 2025 𝐶𝐶𝐶𝐶𝐶𝐶 − 𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴 2022 𝐶𝐶𝐶𝐶𝐶𝐶)

𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴𝐴 2022 𝐶𝐶𝐶𝐶𝐶𝐶 � 

 
CALCULATION: 

 
4 Board of Pilot Commissioners, “San Francisco Pension Plan,” 4. 
5 Board of Pilot Commissioners, “San Francisco Pension Plan,” 4. 
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8.850% = 100 × �
(356.005 − 327.060)

327.060 � 

 
7. Minimum and Maximum Increase Percentages   

HNC §1167(b) states that the Board’s increase to monthly pension target payments may not 
exceed 50% of the cumulative increase in the CPI.  As such, the percentage increase the Board 
could consider is between zero and the amounts calculated below. 
 

a. Option 1:  Minimum and Maximum Increases Using December-to-December 
Methodology (Approach Customarily Used by the Board) 

 
Minimum Increase Maximum Increase 

0% 4.128% = 50% of 8.256% 
 

b. Option 2: Minimum and Maximum Increases Using Annual Average Methodology 
 

Minimum Increase Maximum Increase 
0% 4.425% = 50% of 8.850% 

 
8. Benefit Proration for Participants in the Plan less than Three Years   

Should the Board act to increase pension benefits, HNC §1167(b) a requires that the percentage 
increase in pension benefits be prorated for plan participants who have been in the plan less than 
three years.  The maximum percentage increases for plan participants who have been in the plan 
for less than three years is shown in the chart below. 
 
During the period from April 1, 2023, the date of the last adjustment, to January 1, 2026, two 
retirements took place. Consequently, adjustments for these participants will be prorated 
according to the number of months that these pilots have been retired as illustrated in the table 
below. 
 
In addition to the two retirements in the table below, one pilot voluntarily relinquished his 
license on December 31, 2023. However, due to age and service requirements, this pilot will not 
be eligible to collect pension benefits until January 2038. Therefore, this pilot is not entitled to an 
April 1, 2026, adjustment, should the Board act to increase pension benefits. 
 
Table 3. Benefit Proration 

Pilot Retirement  
Start Date 

Months Prior to 
Adjustment Date  
of April 1, 2026 

Percentage 
of  
3-year 
Interval 

Prorated 
Benefit 
Increase  
of 4.128% 

Prorated 
Benefit 
Increase  
of 4.425% 

3/8/2024 24 66.67% 2.752% 2.950% 
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3/27/2024 24 66.67% 2.752% 2.950% 
 

 
9. Understanding Plan Structure: Target vs. Payments to Participants 

a. PPP Components 

The PPP is comprised of two components: 
 

• The first component is a statutorily defined mechanism that establishes the target benefit 
amount each plan participant should receive.  
 

• The second component is the revenue collection mechanism. Revenue is generated 
through a surcharge applied to current shipping activity. The surcharge rate is calculated 
using a statutorily defined methodology that incorporates two factors: gross tonnage from 
a “lookback” period and the established target benefit amount. When this calculated 
surcharge rate is applied to current shipping activity, it generates the pension surcharge 
revenue that funds the plan. 

 
b. Pension Target Amounts and Benefit Payments 

Pension plan revenue may exceed or fall short of the target benefit amount depending on 
shipping activity. When shipping activity decreases , benefit payments to participants are 
reduced and may fall below the target amount. When shipping activity increases, participants 
receive higher benefit payments that may exceed the target. By statute, beneficiaries are entitled 
to receive all the revenue collected by the plan, even above-target amounts.6 Conversely, the 
statute governing the pension plan does not provide for retroactive adjustments or “top-up” 
payments to compensate participants for periods when benefits fell below target, such as during 
the COVID-19 pandemic.  
 
As Table 4 below illustrates, from January 1, 2016 through December 31, 2025, participants 
received net above‑target payments of approximately $1,259,380 relative to the baseline target 
amounts. This amount represents 1.04% of the approximately $122,332,605 paid to participants 
over the 10‑year period. However, the Board should recognize that these results may have been 
affected by the COVID‑19–related downturn and subsequent recovery and may not be fully 
representative of normal plan performance. Based on simple averages across all participants, the 
above‑target payments equate to roughly $1,600 per participant per year over the 10‑year period. 
 

 
6 HNC §1166(a) directs that “[t]he 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, [emphasis added] after payment of the expenses of the fiduciary agent or agents.” 
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Table 4. Target vs. Payments to Plan Beneficiaries, January 2016 through December 2025 

Index Period 
(Calendar Year) 

Statutorily 
defined Pension 
Payout Target 

Payout to 
Participants 

Variance:  
Payout to Target 

Payout as a 
Percentage of 
Target 

1 2016 $8,598,482 $9,446,002 $847,520 109.86% 
2 2017 $9,088,534 $9,260,975 $172,441 101.90% 
3 2018 $10,058,710 $10,335,959 $277,249 102.76% 
4 2019 $10,955,344 $10,746,112 -$209,232 98.09% 
5 2020 $11,912,429 $10,342,118 -$1,570,311 86.82% 
6 2021 $12,693,362 $10,241,688 -$2,451,674 80.69% 
7 2022 $13,729,616 $14,081,360 $351,744 102.56% 
8 2023 $14,514,950 $18,086,651 $3,571,701 124.61% 
9 2024 $14,661,966 $15,150,926 $488,959 103.33% 
10 2025 $14,859,832 $14,640,814 -$219,018 98.53% 
  TOTAL $121,073,225 $122,332,605 $1,259,380 101.04% 

 
 

10. Benefit Adjustment Considerations 

a. Industry Concerns 

Without prejudicing this analysis or the Board’s decision-making, this report acknowledges that 
the Pacific Maritime Shipping Association (PMSA) has raised concerns regarding the Board’s 
triennial PPP benefit payment increases since at least 2008. To provide the Board, especially new 
members, with relevant context for its current decision-making, staff has summarized PMSA’s 
key objections from its 2023 letter below. PMSA’s full letter is included in the Appendix as 
Attachment 1. Board Counsel’s response, written in 2020, is included as Attachment 2. 
 
PMSA argues that while the Board has authority to increase pension benefits up to 50% of CPI, 
it should not automatically adopt the maximum increase without specific evidence or findings to 
justify the action. PMSA also contends that the Board’s justification for an increase in PPP 
payments is arbitrary and that the Board has developed an improper default policy of always 
choosing the statutory maximum (i.e., 50% of the CPI increase). Additionally, PMSA objects 
that the Board is taking action under an enabling statute without first adopting formal regulations 
to direct the pension benefit calculation process. Board Counsel specifically addressed this point 
in his 2020 reply to PMSA. 
 
b. Hypothetical Scenarios Illustrating Impact of Adjustments on Overall Plan Costs 

The table below illustrates hypothetical annual benefit increases at different percentage rates 
applied to the January 1, 2026 benefit amount. The current monthly benefit amount is $1,225,652 
and the current annual benefit amount is $14,707,826. 
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The figures are illustrative only and will change as the PPP’s membership changes over time and 
as shipping activity changes. As part of its deliberations, the Board may wish to consider how 
different percentage increases would affect overall pension costs. Rows 1 through 9 present a 
hypothetical range of options available to the Board under HNC §1167(b). Rows 10 and 11 show 
the cost impacts of adjustments that are aligned with the two methodologies discussed earlier in 
this report. 
 
Table 5. Impact of Adjustments on Overall Plan Costs 

Row Increase, % Annual 
Increase, $ 

Adjusted Annual 
Target, $ 

Methodology 

1 0.000% $0  $14,707,826    
2 0.500% $73,539  $14,781,365    
3 1.000% $147,078  $14,854,904    
4 1.500% $220,617  $14,928,444    
5 2.000% $294,157  $15,001,983    
6 2.500% $367,696  $15,075,522    
7 3.000% $441,235  $15,149,061    
8 3.500% $514,774  $15,222,600    
9 4.000% $588,313  $15,296,139    
10 4.128% $607,139  $15,314,965  December-to-December Methodology 
11 4.425% $650,821  $15,358,647  Annual Methodology 
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Appendix 
Attachment 1: PMSA Letter to the Board, 2023 
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Attachment 2: Board Counsel Reponses to February 2020 Letter from PMSA 
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Attachment 3: Historical Pilot Pension Plan Data  

Selected historical Pilot Pension Plan data is shown on the charts below. 
 

 
 
  

4th Quarter 
2013

4th Quarter 
2016

4th Quarter 
2019

4th Quarter 
2022

4th Quarter 
2025

Number of Plan Participants 68 69 75 85 85
Total Monthly Target Rate Payments $604,509 $715,715 $916,094 $1,155,135 $1,225,652
Highest Individual Monthly Target Rate Payment * $22,273 $23,156 $24,276 $25,516 $26,678
Lowest Individual Monthly Target Rate Payment * $344 $358 $1,070 $1,124 $1,189
Average Monthly Target Rate Payment $8,890 $10,373 $12,215 $13,752 $14,419

* Amount may be a portion of the target rate payment.
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Attachment 4: San Francisco Pension Plan Summary (Revised July 2012; Prepared by 
Mike Miller) 
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Attachment 5: Participant Payouts, Benefit Target, and Gross Tonnage (in Tens of Tons), January 1, 2023 through December 
31, 2025 


