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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. 087:
REQUESTED BY: Paul Koenig

Re: SAP S/4 HANA Migration Project

In regard to the Direct Testimony of Diane E. Perry, page 39, line 16-19, “Although SAP
offers an optional extended maintenance program through 2030, that option is costly
and provides limited assurances regarding long-term functionality, security updates, or
compatibility with evolving other critical technologies”

What is the cost of extending the current program? And how does this compare to the
cost of the SAP S/4 HANA?

Response:

SAP announced that mainstream maintenance for SAP ERP Central Component
version 6.0 ("SAP ECC 6.0"), the platform that Puget Sound Energy (“PSE”) currently
operates, will end on December 31, 2027. SAP offers two successive optional paid
maintenance tiers beyond that date for customers who continue to operate on SAP
ECC 6.0:

1. SAP Extended Maintenance (2028-2030). A tiered paid extension
of mainstream maintenance, available at a premium above
standard maintenance fees. In general industry practice, SAP
Extended Maintenance is priced at approximately a 2-percentage-
point premium above standard SAP maintenance (i.e., standard
SAP maintenance at approximately 22 percent of the customer's
SAP license base, plus an additional ~2 percent for Extended
Maintenance, resulting in approximately 24 percent of the license
base per year during the Extended Maintenance period).

2. SAP Customer-Specific Maintenance ("CSM") (2031 and
beyond). A further tier is available after Extended Maintenance
expires in 2030, at an additional premium. CSM does not guarantee
the development of new patches, fixes, or security updates, and is
generally regarded in the industry as a bridge rather than a long-
term maintenance option.
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Both tiers are subject to SAP's customer-specific pricing, terms, and conditions.
Neither tier provides access to new SAP functionality, new SAP product
releases, or SAP-developed integration with evolving technologies (including new
cloud services, new cybersecurity modules, and new SAP S/4 HANA
capabilities). SAP has publicly stated that its strategic ERP platform going
forward is SAP Business Suite 4 on SAP HANA ("SAP S/4 HANA"), consistent
with page 39, lines 20-22, of the Prefiled Direct Testimony of Diane E. Perry,
Exh. DEP-1T.

As described on pages 42-43 of the Prefiled Direct Testimony of Diane E. Perry,

Exh. DEP-1T, PSE considered but rejected the alternative of remaining on SAP

ECC 6.0 with extended maintenance. The comparison between the two alternatives,
which forms the basis for PSE's rejection of the "remain on ECC 6.0" alternative and its
selection of the SAP S/4 HANA Migration, was developed through the independent
consulting engagements referenced at page 41, lines 20-23, of the Prefiled Direct
Testimony of Diane E. Perry, Exh. DEP-1T:

Project planning began in 2024, supported by independent consulting firms
with expertise in SAP implementations and utility-sector ERP transitions.
These assessments evaluated platform alternatives, conducted cost-benefit
analyses, and identified prerequisite activities...

Table 1 below provides the SAP S/4 HANA Migration Project cost recovery set forth at
page 43, lines 11-15 of the Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-1T,
and reflected in the Second Exhibit to the Prefiled Direct Testimony of Diane E. Perry,
Exh. DEP-3, and the CSA0227 materials provided as the Seventh Exhibit to the Prefiled
Direct Testimony of Diane E. Perry, Exh. DEP-8.

Table 1. SAP S/4 HANA Migration Project

Rate Rate Rate MYRP
Year 1 Year 2 Year 3 Total
SAP S/4 HANA Migration —  $169,270,813 $78,647,347 $247,918,160

The migration project is forecast to be placed in service in Rate Year 2, with continuing
in-service additions in Rate Year 3, consistent with the CSA0227 estimated in-service
date of June 30, 2028.

The "remain on ECC 6.0 with extended maintenance" alternative is a fundamentally
different cost profile, with annual incremental maintenance premium above standard
maintenance for the 2028-2030 Extended Maintenance period, followed by escalating
Customer-Specific Maintenance costs from 2031 onward, plus the embedded costs of
operating an increasingly obsolete platform (reduced functionality, declining skill
availability, increasing integration challenges, compounding cybersecurity exposure,
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and eventual forced migration at a later date at higher cost). A full comparison of the
two alternatives requires consideration of (i) direct SAP vendor costs, (ii) internal PSE
operating costs of supporting an aging platform, (iii) avoided-cost savings from S/4
HANA-enabled capabilities, (iv) risk-adjusted valuation of the cybersecurity and
operational risks of operating an unsupported platform, and (v) the fact that migration is
ultimately required, extended maintenance defers the migration cost rather than
eliminates it.

As set forth at page 39, lines 16-19, of the Prefiled Direct Testimony of Diane E. Perry,
Exh. DEP-1T, SAP's extended maintenance program, "provides limited assurances
regarding long-term functionality, security updates, or compatibility with evolving other
critical technologies." Consistent with the discussion at pages 39-42 of the Prefiled
Direct Testimony of Diane E. Perry, Exh. DEP-1T, PSE's decision to migrate rather than
remain on SAP ECC 6.0 reflects several non-dollar considerations that are material to
the prudence analysis:

1. Cybersecurity Risk. Operating an unsupported or lightly-
supported ERP platform materially elevates PSE's cybersecurity
exposure, as described at page 42, line 22, through page 43, line 2,
of the Prefiled Direct Testimony of Diane E. Perry, Exh. DEP-1T. A
successful cyber incident affecting PSE's ERP environment, which
houses PSE's financial, HR, customer information, billing,
procurement, work management, and asset management systems,
would have broad operational, customer, and regulatory
consequences that no dollar comparison to extended maintenance
fees captures.

2. Regulatory Compliance Risk. Running core enterprise systems
on end-of-life platforms creates elevated risk of compliance failures,
including potential concerns under NERC Reliability Standards
(particularly CIP requirements for systems interfacing with BES
Cyber Systems) and state and federal customer data-protection
requirements.

3. Skill and Support Availability. Skill availability would decline as
the industry transitions away from legacy platforms, increasing both
operational risk and staffing challenges. This applies to both PSE
internal resources and external consulting and implementation
talent.

4. Functionality Stagnation. SAP is not developing new functionality
for SAP ECC 6.0 (see page 39, lines 20-22, of the Prefiled Direct
Testimony of Diane E. Perry, Exh. DEP-1T). New SAP capabilities,
including cloud-native integration, embedded analytics, updated
customer information systems capabilities, new cybersecurity

PSE’s Response to WUTC Staff Data Request No. 087 Page 3
Date of Response: April 29, 2026

Person who Prepared the Response: Fred Atkinson

Witness Knowledgeable About the Response: Diane E. Perry



Exh. PK-7
UE-260005-06, UE-260113
Page 4 of 4

modules, and modern integration tooling, are available only on S/4
HANA. Remaining on SAP ECC 6.0 forecloses access to these
capabilities and creates compounding opportunity costs.

5. Integration degradation. PSE's SAP environment integrates with
"more than 50 satellite ancillary [systems] and approximately 500
system integrations" (page 39, lines 7-9, of the Prefiled Direct
Testimony of Diane E. Perry, Exh. DEP-1T). As surrounding
enterprise systems evolve, the burden of maintaining integrations
with a static SAP ECC 6.0 platform increases, and vendors of those
systems cease to certify their products against legacy SAP
versions.

6. Migration is ultimately unavoidable. Extended maintenance
defers rather than eliminates the eventual migration. Deferring the
migration compounds the eventual implementation cost because
(a) customizations continue to accumulate ("technical debt"),

(b) data volumes and integration complexity grow,

(c) implementation partner rates escalate over time, and

(d) industry demand for S/4 HANA implementation resources peaks
during the 2025-2028 transition window and may be less available
(and more expensive) in later years.

For these reasons, the comparison between extended maintenance and the SAP S/4
HANA Migration is not properly framed as "cost of extended maintenance vs. cost of
migration," but rather as a comparison of forecasted total cost of ownership, inclusive of
the risk-adjusted cost of operating an unsupported enterprise platform. PSE's
evaluation, documented in the CSA0227 business case and supported by independent
consulting engagements, concluded that the SAP S/4 HANA Migration is the more
prudent path.

Please see PSE’s Responses to WUTC Staff Data Requests No. 075, 088, 089, 090,
and 095.
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