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BEFORE THE WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION

Dockets UE-260005 & UG-260006
Puget Sound Energy
2026 General Rate Case

WUTC STAFF DATA REQUEST NO. 089:
REQUESTED BY: Paul Koenig

RE: SAP S/4 HANA Migration Project

In regard to the Direct Testimony of Diane E. Perry, page 43, lines 4-7,“PSE evaluated
replacing SAP with multiple “best-of-breed” applications but determined that approach
would require replacing or reengineering numerous interconnected systems, retraining
personnel, and managing a far more complex integration environment.”

Was there an RFP for these alternative applications? Can PSE please share the
quantitative breakdown of why they continued with SAP as opposed to these multiple
alternative applications?

Response:

No; Puget Sound Energy (“PSE”) did not issue a Request for Proposals ("RFP")
soliciting bids for alternative "best-of-breed" applications.

As context, PSE's existing enterprise resource planning ("ERP") environment
(encompassing finance, human resources, customer care, billing, and asset
management) is built around SAP, and a substantial number of PSE's other enterprise
systems have been designed and integrated to interface with the SAP platform.
Accordingly, the alternatives PSE evaluated were not a fresh ERP procurement, but
rather whether to (i) continue with SAP and migrate to SAP S/4 HANA, (ii) remain on the
existing SAP ECC 6.0 platform, or (iii) replace SAP entirely with multiple point-solution
("best-of-breed") applications from different vendors. Each of these alternatives is
addressed in Section IlI.E of the Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-
1T, and supporting materials provided in the Seventh Exhibit to the Prefiled Direct
Testimony of Diane E. Perry, Exh. DEP-8.

Instead of issuing an RFP for best-of-breed alternative applications, PSE consulted with
third-party advisors with experience advising utilities and other large enterprises on ERP
strategy. PSE also engaged other utilities that had previously conducted RFPs in
connection with their own ERP decisions; however, the utilities that had pursued
competitive RFP processes had done so because they were already operating mixed
ERP environments and were seeking to consolidate to a single platform. PSE is not
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operating in a mixed ERP environment, and a comparable RFP process would have
required PSE to commit to evaluating the wholesale replacement of an extensively
integrated SAP environment that is already in place and operating today.

PSE did not develop a formal quantitative cost comparison (for example, an RFP-based
total-cost-of-ownership comparison) between continuing with SAP and replacing SAP
with multiple best-of-breed applications. As discussed on page 43, lines 4-9, of the
Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-1T, the reasons PSE did not
pursue a best-of-breed replacement are principally scope, complexity, and risk
considerations that PSE's third-party advisors, drawing on their experience with
comparable ERP modernization decisions at other large utilities and enterprises, and
PSE's own internal assessments identified, including:

1. Scope of Replacement and Reengineering Required. A best-of-
breed approach would require replacing or reengineering numerous
interconnected systems that today are designed and integrated to
interface with the SAP ERP platform.

2. Workforce Impacts. A best-of-breed approach would require
retraining PSE personnel across multiple new platforms, in addition
to retaining or replacing the existing SAP-related skill base across
PSE's IT and business organizations.

3. Integration Complexity. A best-of-breed approach would require
PSE to design, build, and continuously maintain a far more complex
integration environment connecting multiple point-solution platforms
from different vendors, rather than operating within an integrated
ERP suite.

4. Potentially Higher Costs, Greater Implementation Risk, and
Organizational Disruption. Taken together, these factors were
assessed by PSE's third-party advisors as introducing higher
overall costs, greater implementation risk, and significant
organizational disruption relative to the SAP S/4 HANA Migration
approach.

Based on the foregoing, PSE's third-party advisors suggested that a best-of-breed
replacement strategy was not advisable for PSE under PSE's current circumstances,
and that there was no compelling business or technology justification for departing from
PSE's existing SAP-based ERP environment in favor of a multi-vendor best-of-breed
replacement.

Please see pages 38-44 of the Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-
1T, and the Seventh Exhibit to the Prefiled Direct Testimony of Diane E. Perry,
Exh. DEP-8, for additional discussion of the SAP S/4 HANA Migration Project, including
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the alternatives PSE evaluated and the basis for selecting the SAP S/4 HANA Migration
approach.

Please see PSE’s Responses to WUTC Staff Data Requests No. 065, 082, and 087.
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