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I. INTRODUCTION 

 

Q: Please state your name and business. 

A: My name is Captain Michael Moore, Vice President, Pacific Merchant 

Shipping Association, 2200 Alaskan Way, Suite 160, Seattle, WA 98121. 

 

Q: Have you previously submitted testimony in this proceeding? 

A: Yes. I previously submitted response testimony, Exhibit MM-01T (with 

accompanying exhibits), on behalf of the Pacific Merchant Shipping 

Association (“PMSA”) in this case. 

 

Q: What is the purpose of your cross-answering testimony? 

A: On behalf of ratepayer-intervenor PMSA, my testimony addresses points 

raised in the testimony and exhibits that Commission Staff (“Staff”) filed in 

response to PSP’s tariff filing.  

My testimony identifies areas where PMSA agrees with Staff’s positions 

and recommendations, as well as areas where PMSA believes Staff’s 

methodology requires refinement or correction to produce rates that are 

truly fair, just, reasonable, and sufficient. 

 

II. SUMMARY OF PMSA POSITIONS ON  
STAFF RECOMMENDATIONS 

Q: Please summarize your cross-answering testimony. 

A: PMSA agrees with most of Staff's recommendations and the Staff’s 

application of the evidence to existing Commission precedent in this case. 
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Only three major variables need to be resolved between PMSA and Staff 

positions: 

1. Pilot Retirement 

2. Fair and Reasonable TDNI 

3. Vessel Projections 

The PMSA and Staff positions are exceptionally and strongly aligned after 

these three major variables are isolated, and with the exception of some 

remaining variances in several expense categories. This alignment 

underscores how extreme the PSP proposals are; PSP’s positions are 

outliers because they do not follow Commission formulas and precedent. 

 

Q: Could you please summarize the key facts and compare the 

positions of the parties in this case? 

A: Yes, Exhibit MM-50 contains just such a summary comparing the parties’ 

positions, as shown in the table below: 

Line 
No. 

Description PSP Proposal PMSA Proposal  
Staff Proposal  

(Fair DNI 
Range) 

  TARGET DNI PER PILOT, TDNI       

0a Test Year Authorized DNI $475,733  $475,733  $475,733  

0b Test Year Authorized Funded Pilots 56 56 56 

0c Test Year Authorized TDNI $26,641,048  $26,641,048  $26,641,048  

0d Test Year Assignments 7,588 7,588 7,588 

1 Adjusted Test Year DNI not provided $468,330  $462,348  

2 Average Assignment Level not provided 137.3 138 

3 Rate Year (2026) Vessel Projection 
not provided, use 

7,446 6,962 7,289 

4 Authorized Funded Pilots 60 56 56 

5 
Authorized/Target Rate Year DNI per 
Pilot $729,467  $436,893  $486,475  

6 Total DNI (TDNI) $43,768,020 $24,466,008 $27,242,600 

7 Retirement Compensation per Pilot $0 $36,000 $0 

8 Total Retirement Compensation  $0  $2,016,000 $0 
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Line 
No. 

Description PSP Proposal PMSA Proposal  
Staff Proposal  

(Fair DNI 
Range) 

9 Total DNI + Additional Retirement $43,768,020 $26,482,008 $27,242,600 

          

  
REVENUE REQUIREMENT 
CALCULATION       

10a Operating Expenses (Less Retirement) $13,879,990 $10,971,728  $11,860,535 

10b Retirement Expense $6,804,555 $0  $4,559,052 

10c Operating Margin $2,746,285 $0  $0 

10d Capital Expense Charge $570,000 $570,000  n/a 

10e Total Non-Retirement Expenses $17,196,275 $11,541,728 $11,860,535 

11 TDNI or TDNI + Retirement $43,768,020 $26,482,008 $27,242,600 

12 Revenue Increase (Before Gross-Up) $25,777,669 -$3,967,445 $1,671,006 

          

13 Current Authorized Revenue $41,991,181 $41,991,181 $41,991,181 

14 Total Rate Year Authorized Revenue $67,768,850 $38,023,736 $43,662,187 

15 Percentage Increase 61% -9% 4% 

     

16 
Current Authorized TDNI per 
Assignment $3,511 $3,511 $3,511 

17 
Total Rate Year Authorized TDNI per 
Assignment $5,878 $3,804 $3,737 

18 Percentage Increase 67% 8% 6% 

     

19 
Current Authorized Operating Expenses 
(Less Retirement) $9,238,629 $9,238,629 $9,238,629 

20 
Current Authorized Operating Expenses 
(Less Retirement) per Assignment $1,218 $1,218 $1,218 

21 

Total Rate Year Authorized Operating 
Expenses (Less Retirement) + Operating 
Margin + Capital Expense Charge per 
Assignment $2,309 $1,658 $1,627 

22 Percentage Increase 90% 36% 34% 

 

Q: What are the biggest discrepancies between Staff and PMSA 

positions in this summary? 

A: Retirement is by far the biggest discrepancy, followed by differences with 

vessel assignment projections and DNI. 
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Q: Summarize briefly the similarities and differences between Staff 

and PMSA on retirement. 

A: PMSA and Staff agree that pilots need to contribute to their own 

retirement. But we disagree on the methods and amounts, and these 

differences are the largest discrepancies between PMSA and Staff in this 

case. PMSA proposes retirement be paid as income and compensation in 

addition to DNI in the amount of $2,016,000, disallowing these payments to 

pilots as expenses. Staff, in contrast, proposes keeping the existing plan and 

continuing to treat retirement as an expense but proposes a new 

disallowance of one–third of this expense so that pilots contribute to their 

retirement. As such, Staff recommend a ratepayer contribution of 

$4,559,052. I discuss the subject of retirement in more detail in my 

testimony below. 

 

Q: After isolating the pilot retirement variable, how similar are 

PMSA’s and Staff’s recommendations on PSP expenses? 

A: They are very similar. After removing retirement expenses, PMSA is 

proposing Total Expenses of $11,541,728 (operating expenses of $10,971,728 

+ capital expenses of $570,000), and Staff is proposing $11,860,535, which is 

a variance of only $318,807. Compared to the current non-retirement 

expense baseline for the test year of $9,238,629, adopted in TP-220513 Final 

Order 08, PMSA is proposing an increase in non-retirement expenses of 

24.9%, and Staff an increase of 28.3%. By contrast, PSP is proposing non-

retirement expenses of $17,196,275, which is an increase of 86.1%. 
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Q: Can you express these increases on a per-vessel basis, and 

normalized by assignment? 

A: Yes, lines 22–24 of the Exhibit MM-50 table do exactly this: 

Line 
No. 

Description PSP Proposal PMSA Proposal  
Staff Proposal 

(Fair DNI 
Range)  

22 
Current Authorized Operating Expenses (Less 
Retirement) per Assignment $1,218 $1,218 $1,218  

23 

Total Rate Year Authorized Operating Expenses 
(Less Retirement) + Operating Margin + Capital 
Expense Charge per Assignment $2,309 $1,658 $1,627  

24 Percentage Increase 90% 36% 34%  

 

Q: Summarize briefly the similarities and differences between Staff 

and PMSA on TDNI. 

A: As discussed in my testimony below, PMSA and Staff agree on most of the 

factors for the adoption of a fair TDNI. PMSA and Staff both agree that the 

actual AAL is less than 56, making it unreasonable to fund more than the 

actual 56 pilots that existed at the time of filing, particularly now that the 

most recent data indicates a further decrease in assignments. PMSA and 

Staff both agree on relying on the Commission attract–and–retain standard 

and that the current tariff is producing an adjusted net income at an 

amount close to the previously authorized DNI of $475,733, with PMSA at 

$468,330 and Staff at $462,348. Staff admits that under the attract–and–

retain standard a DNI of $486,475, which is the low end of its range of 

reasonable outcomes, is sufficient. For context, PMSA proposes a similar 

DNI + Retirement of $472,893 per pilot. At 56 pilots, the PMSA TDNI is 

$26,482,008 and Staff’s admittedly sufficient low-end range TDNI is a 

similar $27,242,600. 
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Staff also offers a broader range of potential DNIs, culminating in a 

recommended value of $641,587 that reflects partial reliance on PSP's 

salary survey. We appreciate Staff's effort to provide the Commission with 

options. In light of a fairness framework that we apply based on the 

Commission’s prior orders, however, only the low-end figure in Staff’s range 

aligns with precedent and the evidentiary record; the higher values do not 

and therefore should not be adopted. 

 

Q: How similar are PMSA’s recommendation and Staff’s low-end range 

recommendation on TDNI expressed as increases per vessel, and 

normalized by assignment? 

A: When normalized by assignment, detailing what each vessel would actually 

pay on average, the Staff TDNI per assignment would increase by 6%, from 

$3,511 to $3,737, and the PMSA TDNI per assignment would increase by 

8% to $3,804. These are remarkably similar TDNI per assignment 

recommendations, differing by only $73.  

By contrast, PSP’s TDNI increase per assignment is an off–the–charts 

increase of 67%—more than 10x higher than the Staff rate of increase—

from $3,511 to $5,878.  

Lines 18–20 of the table show this comparison: 

Line 
No. 

Description PSP Proposal PMSA Proposal  
Staff Proposal 

(Fair DNI 
Range)  

18 Current Authorized TDNI per Assignment $3,511 $3,511 $3,511  

19 
Total Rate Year Authorized TDNI per 
Assignment $5,878 $3,804 $3,737  

20 Percentage Increase 67% 8% 6%  
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Q: How critical is it to ratemaking to properly and accurately fix a 

projected number of vessel assignments? 

A: Normalizing for variables in vessel assignment projections is one of the most 

important parts of ratemaking. Not only is it essential for evaluating AAL 

or setting various expenses like Transportation or the proposed Port 

Angeles Expense Charge, but it is also the only method available to compare 

what each individual vessel customer of the pilots would actually pay on 

average for pilot services received.  

As I discuss in my testimony, PMSA relies on a trailing 12–month actual 

number of 7,016 assignments in 2025. I compared this to many years’ worth 

of vessel traffic data to arrive at a projection of 6,962 vessels, which is very 

close to actual. PSP did not provide a clear and precise vessel projection. As 

a result, both PMSA and Staff were left to guess what PSP believed future 

vessel traffic to be from PSP’s single-year of 2024 vessel traffic data, 

anecdotal input in PSP testimony, and unclear adjustments in PSP’s 

worksheet. Staff used this to arrive at its number of vessel assignments at 

7,289 but did not include analysis of the vessel projection. The Commission 

will need to choose what assignment numbers are most realistic. 

 

Q: What positions in Staff’s testimony does PMSA support? 

A: PMSA strongly supports the following key recommendations: 

1. The use of formulaic DNI benchmarking should be continued; 

2. TDNI should be based on a maximum of 56 pilots because average 

assignment levels are below 56 and decreasing; 

3. PSP’s operating margin should be rejected as unjustifiable; and 

4. Retirement contributions should be made by individual pilots. 
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Q: What positions in Staff’s testimony does PMSA oppose? 

A: PMSA strongly opposes several of Staff’s recommendations. In contrast to 

Staff’s testimony, PMSA believes: 

1. Successful and already developed Commission-approved DNI 

benchmarking should not be abandoned in lieu of flawed salary survey 

benchmark. 

2. The recommendations for DNI and AAL are unfair and should be 

rejected. 

3. PSP’s salary surveys, which do not account for critical elements like 

workload, pilot ground differences or other salary-related factors, in 

addition to other critical flaws, deserve no reliance. 

4. Ratepayer subsidies for the current unsustainable pilot retirement 

system should end immediately.  

 

Q: What is PMSA’s fundamental position in this proceeding? 

A: PMSA’s position throughout this proceeding has been consistent: rates 

should be based on the application of the evidence and data to the 

Commission’s proven regulatory principles, methodologies, and benchmarks 

successfully established and implemented over the past five years.  

Where PMSA agrees with Staff—on pilot numbers, on the fairness of 

individual retirement contributions, on most expenses—it is because Staff’s 

positions are grounded in relevant data applied to the Commission’s 

existing precedent. When facts are applied to the current Commission 

formulas, the current tariff is fair, just, reasonable, and sufficient. Under 
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this framework, PSP saw revenues at 104% of the Commission-approved 

revenue requirement in the test year. 

We agree with Staff that there should be benchmarks, and we support 

doing this by embracing the existing Commission precedent that connects 

pilot compensation to pilot productivity and performance as measured by 

objective metrics. Relying on prior Commission orders achieves fair results 

for both pilots and ratepayers. To the extent that Staff has included a range 

of options that represent unfair, significant departures from proven 

precedent, such options should be denied. 

 

III. PMSA AGREES WITH STAFF SUPPORT OF THE  
EXISTING ATTRACT–AND–RETAIN STANDARD 

Q: Does Staff’s testimony apply the Commission’s established attract–

and–retain standard? 

A: Yes, Staff applies the same standard for attracting pilot candidates and 

retaining pilots in the Puget Sound pilotage district as established in Docket 

TP-190976 Final Order 09 and Docket TP-220513 Final Order 08. Staff has 

confirmed this in Exhibit MM-51 (Staff Responses to PMSA DRs 14-16) at 1. 

 

Q: Does Staff’s testimony include any proposal of any new or changed 

opinions regarding the attract–and–retain standard? 

A: No. 

 

Q: Has Staff in prior cases also agreed with the application of the 

Commission’s attract–and–retain standard? 
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A: Yes, after it was established by the Commission in docket TP-190976, Staff 

applied the attract–and–retain standard in docket TP-220513. Exh. MM-51 

at 2. 

 

Q: Does PMSA agree with Staff that the Commission should continue 

to apply its existing attract–and–retain standard? 

A: Yes. 

 

Q: What is the practical effect of the Staff’s application of the existing 

attract–and–retain standard? 

A: Staff has analyzed PSP’s salary survey to reach the conclusion that there 

are many potential DNI points along a spectrum that forms an extremely 

broad “range of reasonableness” from $486,475 to $814,308.1 Staff believes 

that at the low end, what it calculates as $486,475 (“the previous DNI 

adjusted for consumer price index (CPI)”) remains sufficient to attract and 

retain pilots. Exh. MM-51 at 4–7. It is important to note that Staff did not 

evaluate or compare workloads in developing this large range, which is just 

one key area of disagreement we have with Staff’s efforts to salvage some 

utility out of the flawed salary survey. 

 

Q:  Has Staff confirmed this interpretation? 

A: Yes. As described by Staff in Exhibit MM-51 (Staff Responses to PMSA DRs 

17-20):  

 
1 See Sevall, Exh. SS-1T at 11:7-10. 
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• “I confirm that any compensation outcome in my proposed range of 

potential DNI represents a reasonable outcome that satisfies regulatory 

standards, including the existing “attract and retain.” 

• “…my proposed range of potential DNI is predicated on the presumption 

that all dollar figures within that range will successfully attract and 

retain pilots to the Puget Sound under the existing standard 

application.” 

• “Staff has identified no evidence in this proceeding demonstrating that 

the lowest point of Staff’s proposed DNI range would fail to attract 

qualified candidates.” 

• “I do not contend that any point, including the lowest point, in my 

proposed DNI range would be insufficient to attract and retain pilots.” 

 

Q: Given all of the above, how would you summarize the Staff 

testimony on the attract–and–retain standard? 

A: Staff proposes no changes to the existing Commission precedent regarding 

the attract–and–retain standard. And when applied, the Staff believes that 

a reasonable interpretation of PSP’s case, even when giving limited weight 

to the results of the PSP salary survey, is that the range of reasonable 

outcomes is anchored at “the previous DNI adjusted for consumer price 

index (CPI).”2 Staff acknowledges this is intended to meet the attract–and–

retain criteria. Thus, the previous actual DNI adjusted for inflation, 

according to Staff testimony, is sufficient and reasonable. 

 

 
2 Sevall, Exh. SS-1T at 8-9. 
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Q: Does PMSA agree with Staff that the lowest point in its proposed 

DNI range would continue to be sufficient under the Commission’s 

existing attract–and–retain standard? 

A: Yes. 

 

Q: Does PMSA agree with Staff that “the previous DNI adjusted for 

consumer price index (CPI)” is sufficient to attract and retain 

pilots? 

A: Yes. 

 

IV. ONLY THE LOW END OF STAFF’S DNI RANGE IS FAIR  

Q: Since PMSA and Staff agree that the low end of the Staff’s range is 

sufficient DNI for the tariff in this case, are the rest of the Staff 

range of potential DNI amounts, including its “recommended DNI,” 

fair options?  

A: No. Given the fairness framework that we apply based on the Commission’s 

prior Final Orders, the low-end figure is the option most consistent with 

precedent and the record. The higher values in Staff’s range do not align 

with that framework and should not be adopted. 

 

Q: Please explain how you reach this conclusion. 

A: All of the amounts above the low end of the Staff range, including its 

average-of-averages recommendation of $641,587 based on a flawed survey, 

favor increases in pilot income at the expense of decreasing pilot efficiency 
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and productivity. These increasing DNI amounts fall farther and farther 

outside of the range of fair outcomes established by Commission precedent. 

 

Q: Is the Commission’s “range of fair outcomes” solely a subjective 

criteria or can it be objectively quantified? 

A: Through application of the Commission’s prior decisions and the application 

of law, there is now an empirical, objective, and quantifiable framework that 

demonstrates a range of fair outcomes when considering pilot productivity 

and compensation. 

Final Order 09 established that “fair” refers to the balance of fair 

services to PSP’s customers balanced against fair pay for pilots. In this 

regard, the Commission has established a structure where fair 

compensation to pilots moves proportionally with efficiency and productivity 

for ratepayers. Under this structure, all of the following conditions are true: 

AAL per pilot  DNI per pilot   

(more efficient) & (higher pay) = FAIR 

(less efficient) & (lower pay) = FAIR 

 (less efficient) & (higher pay) = UNFAIR to ratepayers 

(more efficient) & (lower pay) = UNFAIR to pilots 

 

Q: How is this range of “fairness” established? 

A: There are four “Fairness Anchors” and three basic assumptions which can 

establish this objective, numerical fairness range. The anchors are the 

actual AAL versus DNI coordinates that were adopted by the Commission 

as “fair” and one AAL versus DNI coordinate deemed fair as a matter of law 

by the legislature. 
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These DNI anchors are:  

1. 2019 Actual - Fair as matter of law (RCW baseline). 

2. 2021 Rate Year (Docket TP-190976) - UTC-approved as fair. 

3. 2022 Rate Year (Docket TP-190976) - UTC-approved as fair. 

4. 2024 Rate Year (Docket TP-220513) - UTC-approved as fair. 

In addition, we can make the basic assumptions that, when taken to the 

extremes, there can be only one fair outcome and two unfair outcomes. 

These basic assumptions are:  

1. Origin Equilibrium is Fair at: 0 AAL = 0 DNI (no work, no pay). 

2. Compensation is Unfair at: 0 AAL = $800,000 DNI (no work, 

high pay). 

3. Workload is Unfair at:  365 AAL = $0 DNI (work every day, 

no pay). 

 

Q: Can you apply the anchor data as described to demonstrate the 

actual range of fairness? 

A: Yes, in Exhibit MM-52 I have applied the Commission’s approved DNI and 

AAL and the fairness assumptions from Final Orders in Dockets TP-190976 

and TP-220513 to create an objective and empirical fairness range. In this 

“fairness range” lies the AAL and DNI combinations which the Commission 

has deemed to be maximized as fair to both ratepayers and pilots. 

Four existing legally established “Fairness Anchors” are: 

1. 2019 Actual (RCW Baseline): $369,640 DNI, 141.3 AAL 

2. 2021 Rate Year (Order 09): $400,855 DNI, 143.4 AAL 

3. 2022 Rate Year (Order 09): $410,075 DNI, 143.4 AAL 

4. 2024 Rate Year (Order 08): $475,733 DNI, 132.9 AAL  
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Final Order 08’s point in 2024 defines the least productive and efficient 

boundary while the 2019 RCW baseline defines the most productive and 

efficient boundary. Specifically, the lines from the fairness origin [0 DNI 

= 0 AAL] through each of these four points create the fairness range 

envelope.3 This is shown below as Figure L (Exh. MM-52 tab “Fairness 

Range Base”). 

Q: Please describe how to read this chart. 

A: When compared to the fairness range, any combination of DNI and AAL will 

either fall within the range of fair outcomes or fall outside of the range of 

fair outcomes that were set by the legislature and the Commission. 

 
3 Mathematically, the upper bound is the slope of the line from the origin through 

the 2019 Actual (slope 0.000382) and the lower bound is from origin to Final Order 

08 (slope 0.000279). 
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If a point falls outside the fairness range, then it is less fair, which could 

either be to the benefit to the pilots or to the ratepayers. For example, if the 

new point has declining efficiency or productivity but increasing DNI, then 

there is unfair windfall compensation to pilots at ratepayer expense. And, if 

a point falls outside the fairness range where pilots are improving efficiency 

and productivity but declining DNI, then that is more to the benefit of 

ratepayers. 

For all points within the range, if DNI increases while efficiency and 

productivity increase at a similar rate, then these outcomes are per se fair 

to both pilots and ratepayers since more work produces more pay. 

Conversely, the same is true for points in the range if DNI decreases while 

efficiency decreases because, simply stated, less work means less pay. 

The importance of this is that the range only exists because the 

Commission has already balanced these considerations and found them to 

be “fair” as a matter of law. The precedent here is that these data sets have 

been set so they do not benefit one party at the expense of the other. And 

they create a presumption of fairness that the moving party, here PSP, 

must overcome.  

 

Q: How do the Test Year AAL and net income compare to each other in 

the fairness range? 

A: The Test Year actual AAL of 138 is “fair” at all three of the net income 

levels in the record: PSP’s submitted BPC Annual Report level of $449,591, 

the Staff-adjusted net income of $484,281,4 and PMSA-adjusted net income 

 
4 For purposes of this analysis, I acknowledge that Staff uses two very similar 

numbers in these calculations. I am not going to try and reconcile them as the 
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of $468,330. Because the Test Year data shows that the distributed net 

income per pilot and AAL per pilot lies within the range, these are all “fair.” 

 This is illustrated at Figure M here (Exh. MM-52 tab “Fairness 2024 

Test Year”): 

Q: How does the Staff’s recommendation to pick a DNI from a range of 

outcomes fit into the fairness range as set by the Commission? 

A: Each of Staff’s set of outcomes in its recommended DNI range from $486,475 

to $814,308, including $641,587, can be compared against the fairness range 

to see which are consistent with the Commission’s fairness precedent. 

Staff’s Proposal is to increase DNI from the Test Year to an amount in this 

range and to decrease the 138 AAL in the Test Year to 133 AAL.  

 

difference is insignificant, but for accuracy’s sake here I am using the $484,281 as 

Staff’s adjusted 2024 Actual based on Exh. SS-3, Schedule 3.3, Line 9, not Staff’s 

proposal amount of $486,475 in Exh. SS-1T 11:10. 
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We can use the formula in Exhibit MM-52 to measure what AAL range 

(from low to high efficiency) should be applied to any DNI. For instance, 

does this 4% efficiency decline to 133 AAL here at a DNI of $486,475 fall 

within the Commission’s precedential range of “fair” outcomes? 

• $486,475 DNI =135-186 AAL 

o 133 AAL is proximate to 135 AAL Fair Range for this DNI (2% 

variance). 

o Outcome = $486,475 Staff Recommendation is FAIR (fair work for 

fair pay). 

• $641,587 DNI = 179-245 AAL 

o 133 AAL is 46 AAL below Fair Range for this DNI (26% below fair 

AAL) 

o Outcome = $641,587 Staff Recommendation is UNFAIR (AAL was not 

increased to a level that could fairly produce this DNI). 

• $814,308 DNI = 227-311 AAL 

o 133 AAL is 95 AAL below Fair Range for this DNI (42% below fair 

AAL). 

o Outcome = $814,308 Staff Recommendation is UNFAIR. 

 

Q:  What is the result of this analysis of Staff’s DNI range? 

A: Only Staff’s proposal at the low end of the range remains near the 

Commission’s precedential range of fairness. All other points in the range 

are unfair to ratepayers. 

 

Q: Please demonstrate how the Staff’s proposed range compares to the 

Commission’s fairness range and to PSP and PMSA DNI proposals. 
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A: Figure N (Exh. MM-52 tab “Fairness Proposals”) illustrates these relative 

proposals, where again the green swath indicates the range of fairness 

based on the Commission’s precedents. The two blue dots stand for 

DNI/AAL that are within the range of fairness. The two striped dots stand 

for DNI/AAL that are near that range. And the six red dots stand for 

DNI/AAL well outside the range.  

The lower horizontal arrow represents Staff’s actual proposed DNI/AAL 

mix, with AAL of 133, with three dots on the range for the low end, the 

recommended, and the high end. The upper horizontal arrow represents the 

same DNI at the minimum AAL necessary to put the low-end DNI within 

the range of fairness, i.e., 141 AAL, which means slightly more efficiency 

and productivity. So six of the dots represent points on Staff’s proposed 

range. At 141 AAL, Staff’s low-end is fair (blue dot), and at 133 AAL, it is 
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Figure N. UTC Fairness Range - Proposals In and Out of Range
PMSA, Low Staff In/Near Range / Reco, High Staff & PSP Out of Range

PMSA
$472,893
137 AAL calculated
127 AAL at 56 pilots

Staff Range
$486,475 low, $641,587 reco, $814,308 high

141 AAL calculated, 133 AAL at 56 pilots

PSP
$729,467 @ 124, 126 AAL 
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nearly fair (striped dot). But the rest of Staff’s proposed range for either 

AAL is patently unfair to ratepayers (red dots).  

PSP’s proposal is to increase DNI to $729,467 and reduce pilot efficiency 

to 124 AAL. This proposal, represented by the lowest red dot on the graph, 

well outside of the range of fairness, is also patently unfair. It would result 

in less work and a lot more pay. When compared to the Test Year this is a 

62% pay raise with 10% productivity and efficiency drop. 

• $729,467 DNI = 204-279 AAL (pilots would have to do a lot more work to 

remain within the range of fairness). 

o Actual proposed: 124 AAL (PSP wants to further reduce an already 

decreasing workload). 

o DEFICIT: 80 AAL (39% below fairness range). 

o Outcome = PSP Proposal is UNFAIR. 

By comparison, PMSA’s Proposal to adjust DNI and retirement to $472,893 

at 127 AAL (the lower striped dot on the graph) is very similar to the Staff 

low-end outcomes. PMSA’s calculated AAL of 137 is also in the range of 

fairness, as shown by the left-most blue dot. When compared to the test year 

this is a 0.6% decrease in pay paired with a decrease of 4.4% in efficiency 

resulting from having 56 pilots when fewer are justified by actual 

workloads.5 

• $472,893 DNI = 132-180 AAL 

o Actual proposed: 127 AAL  

o DEFICIT: 5 AAL (proximate to fairness range, 5% variance). 

o Outcome = PMSA Proposal is FAIR. 

 
5 We believe a higher assignment level is safe and appropriate, but for purposes of 

this calculation the 56 pilot floor requires the use of a less-than-optimal AAL. 
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Q: How do all these proposals relate to the Test Year actuals? 

A: As shown in Figure M, the Test Year, 2024, has actual performance levels of 

138 AAL, which falls within the fairness range for the Test Year at all three 

net income points (as described by the BPC Annual Report, as adjusted by 

Staff, and as adjusted by PMSA). This proves that current rates produce net 

income which is per se fair.  

The 2024 actual performance in the Test Year demonstrates that pilots 

can and do work under the current tariff within the fairness range. But 

PSP’s proposal and most of the Staff’s recommended range would move 

dramatically outside of this range. 

 

Q: Why is this DNI versus AAL fairness analysis important to consider 

in this case? 

A: This is not a subjective debate. The fairness analysis, anchored by 

Commission-set precedent, produces quantifiable, objective analysis. 

Neither PSP nor Staff have explained why pilots should be receiving 

substantially higher compensation for completing fewer assignments, and 

they have not provided evidence sufficient to justify a combination of less 

work and more pay falling significantly outside of the range of fairness 

established by the Commission itself. Certainly, a flawed, incomplete survey 

lacking any workload data and other critical factors does not qualify as a 

valid new rate setting standard. Rejection of similar attempts in this and 

other pilotage districts were well founded and should apply to this latest 

effort as well. 

Staff's recommendation to increase authorized DNI from $475,733 to 
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$641,587 lacks any AAL context for fairness and fails to acknowledge that 

the Commission’s prior decisions that considered AAL were fair, just, 

reasonable, and sufficient.  

An attempt to find an expedient resolution by selecting a midpoint in the 

range to create a new benchmark might seem almost reasonable when 

compared to PSP’s extreme proposal to increase DNI to $729,467. However, 

any significant increase in DNI is not substantiated under the record and 

therefore not reasonable. It would, moreover, incentivize PSP to continue 

requesting huge increases in future filings as a strategy, particularly if the 

Commission continues to find their soaring rate case costs fully recoverable. 

As Figures L, M, and N show, DNI cannot be viewed as a stand-alone 

consideration without workload efficiency and productivity also being 

factored in. The Commission has established what constitutes a fair 

relationship between pilot compensation and pilot efficiency. These aren’t 

theoretical models. They are the actual outcomes the Commission has 

established as fair, just, reasonable, and sufficient. As Figure I in my direct 

testimony (Exhibit MM-01T at 201) illustrates, the Commission’s 

established formula has been designed to decrease DNI as efficiency erodes 

but to increase DNI as efficiency increases. This is as it should be. 

By applying its existing fairness framework, the Commission can clearly 

and unequivocally determine whether any DNI proposal serves the public 

interest. Here, Staff’s recommended $641,587 DNI is inconsistent with that 

fairness context. 

 

Q: Why is consideration of fairness appropriate to evaluate all the 

many DNI values included in the Staff range? 
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A: Staff has presented the Commission with a range of potential DNIs to 

choose from. The Commission, however, needs an objective basis on which to 

select the DNI. Since Staff intends each of these to be equally reasonable 

and equally sufficient, then the most salient factor left to answer is “which 

is most fair?” When considered in light of the already established range of 

fairness, the answer is evident: the most fair number in the Staff DNI range 

is $486,475. As DNI increases along the same AAL all the way up to 

$814,308, every other DNI level above that amount becomes more and more 

unfair to ratepayers.  

 

V. THE LOW-END STAFF DNI RECOMMENDATION WOULD YIELD A 
TDNI PER ASSIGNMENT SIMILAR TO PMSA’S PROPOSAL  

Q: How can the Commission evaluate whether pilotage customers are 

paying an adequate or reasonable rate for pilotage services? 

A: One metric is Total Distributable Net Income per Assignment, or TDNI per 

Assignment. This metric shows how much the typical customer pays on 

average to a pilot for their services. It is the clearest expression of the total 

compensation available to pilots divided by the projected number of vessel 

assignments, and it provides a clear measure of pilot productivity and 

compensation efficiency as well as the price of services to ratepayers. 

This calculation ensures that every single assignment, regardless of its 

nature, is captured.  

This type of analysis is consistent with the PSP business model, which is 

built around pooling all assignment revenues such that they have an equal 

average value to each pilot. This metric should show how much ratepayers 

are paying for actual work performed over time and whether pilots are 
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receiving sufficient compensation for each assignment completed 

independent of PSP operating expenses and the total revenue requirement. 

 

Q: How would you compare Staff’s proposed TDNI per Assignment 

with PMSA’s and PSP’s proposals? 

A: Exhibit MM-53 presents a comprehensive comparison showing historical 

actual TDNI per Assignment from 2022–2024, and then the TDNI per 

Assignment under PSP’s two scenarios (depending on its vessel projection), 

PMSA’s proposal, and Staff’s range. Over the last three years, actual TDNI 

per Assignment increased. In the Test Year, it had climbed to $3,350. All 

parties propose a further increase, with Staff and PMSA virtually aligned at 

the low end of Staff’s range, while all other proposals would represent a 

truly dramatic increase: 

• PSP, Scenario 1: $6,005 (79.2% increase) 

• PSP, Scenario 2: $5,878 (75.4% increase) 

• Staff, High End Range: $6,256 (86.7% increase) 

• Staff Recommended: $4,929 (47.1% increase) 

• Staff, Low End Range: $3,737 (11.6% increase) 

• PMSA Proposal: $3,804 (13.5% increase) 
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Q: How does PMSA’s proposal compare with the low end of Staff’s 

range? 

A: PMSA’s TDNI per Assignment is $3,804. With the average assignment 

being 4.98 hours, that means pilot net earnings in this proposal is $764 per 

hour. When compared to the 2024 Test Year actual TDNI per Assignment of 

$3,350, this would be an increase of 13.5% per assignment. The low end of 

Staff’’s range is nearly identical at $3,737, which is an 11.6% increase when 

compared to the test year $3,350. 

  

Q: Why are Staff’s 11.6% or PMSA’s 13.5% proposed increases in TDNI 

per assignment fair, just, reasonable, and sufficient? 

A: These proposed 11.6% or 13.5% increases, when compared to the 2024 Test 

Year actual TDNI per assignment, are substantial. They reflect inflation 
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adjustments, are calibrated to the attract–and–retain standard, and even 

provide for lower levels of AAL.  

 

Q: Why do you consider the Staff’s other recommendation and high 

range unreasonable? 

A: This methodology shows that Staff’s other recommendation is a 47.1% 

increase, which is difficult to reconcile with the record and the Commission’s 

framework. Staff’s upper range is even more difficult to reconcile. Staff does 

not provide any evidence of any significant changes in the pilots’ need for 

additional income to attract and retain pilots, and the record does not 

demonstrate a need for such an increase where the low-end option already 

meets the attract–and–retain standard. And Staff acknowledges the low end 

of its range is sufficient. 

The Commission determined that the TDNI per Assignment that was 

sufficient in Docket TP-220513 was $3,350. This should serve as the 

baseline for comparison of all proposed increases in this case. 

Unfortunately, Staff relies on PSP’s flawed, workload–free, and mis-

adjusted salary survey of what other pilots report making in other locations 

in various years for Staff’s recommended DNI, without any analysis of the 

adequacy of what ratepayers are paying in the Puget Sound.  

Increases of 47% to 86% year-over-year in average pilot compensation 

per unit of work relative to the Test Year baseline of compensation per unit 

of work would be extreme and severe. There is no evidence in the Staff or 

PSP testimony of why this is necessary, why the Test Year income is 

inadequate, or why the 47% option is essential compared to an 11% increase 

option. Without supporting evidence, it is unreasonable to consider it.  
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It is worth noting that revenue per assignment has increased faster than 

inflation due to increases in average tonnage per assignment. That means 

that even without any rate increase, revenue increases would exceed 

inflation. This has been demonstrated repeatedly over the years, thus 

supporting rate freezes during many years. 

 

Q: Is there any evidence from Staff or PSP of extraordinary 

circumstances in this case? 

A: No. The current case shows relatively stable but decreasing traffic patterns 

in line with historical trends, and there is no evidence of the type of 

extraordinary circumstances that would justify the magnitude of increase 

reflected in Staff’s recommended TDNI. 

 

Q: Staff testified that they have a concern with continued use of 

historical averaging. What is that concern?  

A: Staff testified that “the continued use of the 5-year average creates a 

mathematical scenario in which the Commission approves a new DNI every 

case, but the model relies on history prior to that decision. This means the 

model considers the Commission’s prior determinations into the average, 

thus resulting in a lower target DNI than the last approved target DNI.”6  

 

Q: Is this concern valid?  

A: We read the concern differently. What Staff presents as its “5-year historical 

average model” in testimony in this case is fundamentally different from 

what Staff presented in PSP’s first rate case. Under Staff’s original 

 
6 Sevall, Exh. SS-1T at 7:18–8:2. 
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historical average model from the first case, using actual distributable net 

income normalized for factors such as AAL and inflation, the result would 

not mechanically trend below the last authorized DNI. Had Staff used its 

prior model, the result would be different. 

Here, Staff presents a table of “Authorized DNI.”7 So, for example, the 

“Authorized DNI” is the same in 2021 and 2022 (both are $410,075) and the 

same in 2023 and 2024 (both are $475,733),8 not pilots’ actual net income:  

In contrast, Staff’s model in the first rate case reflected “Actual 

Distributable Net Income” based on BPC Annual Reports, as shown in 

Docket TP-190976, Sevall, Exhibit SS-2r, Sch. 2.2, line 9 below (highlighting 

in original): 

Staff then made adjustments to normalize the actual distributable net 

income across the years by considering yearly assignments, the AAL, and 

inflation:9  

 

 
7 Sevall, Exh. SS-1T at 8, Table 2. 
8 Id. 
9 Docket TP-190976, Sevall, Exhibit SS-2r, Sch. 2.3 (highlighting in original). 
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This is very different from what Staff now presents as posing a 

mathematical problem in the Staff’s authorized DNI table above. 

Had Staff followed the original historical averaging model based on 

actual distributable net income, the model would not inevitably produce 

results “lower than the last approved target DNI.” Instead, the actual 

normalized average would reflect the facts: actual TDNI, yearly 

assignments, average assignment per pilot, and inflation, as well as the 

tariffs in place as of each year.  

If, as here, the pilots are becoming less efficient and reducing their own 

DNI by driving down their AAL levels, then the resulting average should 

reflect the desired result from an efficiency and logic standpoint: less work, 

less pay. In contrast, if the pilots’ productivity were increasing, the opposite 

outcome should be true. For instance, if their average actual net income in 

2024 had outperformed the authorized DNI over the last five years, the 

historical average model would justify a higher DNI. This also means that 

managing expenses would be in PSP’s best interest for current DNI and 

DNI determined by this model. Rate-setting that incentivizes efficiency is 

consistent with the Commission and Pilotage Act mandates. 

 

Q:  What, if anything, would justify a substantial increase in DNI? 

A: Any DNI analysis cannot exist in a contextual vacuum. DNI is just one 

factor in the TDNI calculation, and it cannot be considered independent of 

the number of pilots and the workload.  
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For example, if total net income was $10 million for a set amount of 

traffic, and there were 20 pilots they would each earn $500,000 in net 

income on average. These 20 pilots would earn more by being more efficient 

and productive than another group which has 25 pilots splitting the same 

amount of work. In the 25-pilot scenario they would each earn $400,000 on 

average as a result of also earning $10 million, but being less efficient.  

The Commission’s averaging model as originally implemented 

incentivizes efficiency by design. If these two pilot groups each earned 

$450,000 in year 1 of the averaging formula, then in year 2 the 20 pilot 

group’s $500,000 would result in the average DNI increasing, but conversely 

the 25 pilots that earned $400,000 would see their average DNI decrease.  

This would occur regardless of the Authorized DNI. Assume the 

authorized TDNI was $10 million based on 25 pilots earning $400,000 each, 

but the pilots actually earned $500,000 each due to higher tonnage and 

more assignments. The average DNI would reflect this higher amount 

actually earned; it wouldn’t be reduced to an artificial authorized DNI floor. 

These pilots did more work, therefore they earned more—and average DNI 

would substantially increase.  

These are the correct incentives that have been set by the Commission: 

move more ships, earn more money; work more efficiently, earn more 

money; increase average assignment levels, earn more money.  

The Staff’s 47% increase proposal has the opposite effect: do less work, 

earn more money; become less efficient, earn more money; attempt to 

leverage what some other pilotage grounds make, earn more money; 

decrease productivity, earn more money. 
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Also, the historical averaging model includes inflation adjustments and 

other adjustments, ensuring that pilot compensation naturally grows with 

the economy.10 Similarly, in my DNI Worksheet at Exhibit MM-29, while 

PSP reported a net income to the BPC of $449,591 for 2024, I adjusted this 

up to $468,330. 

 

Q: Why else is preservation of the historic averaging model beneficial?  

A: Regulatory rate-setting benefits from stability and predictability. By 

incorporating Commission-approved rates into subsequent calculations, the 

historical averaging methodology produces fair rates because it:  

• Prevents overreaction to temporary market fluctuations or events;  

• Creates regulatory continuity and predictability;  

• Smooths out business cycles;  

• Avoids gamesmanship in filing timelines to spike income or costs; 

• Ensures that Commission decisions have lasting effect on known and 

measurable inputs, including attract–and–retain criteria; and,  

• Supports the legal presumption that existing rates are fair, just, 

reasonable, and sufficient unless proven otherwise. 

 

VI. PMSA AGREES WITH STAFF THAT THE COMMISSION SHOULD 
USE FORMULAIC DNI BENCHMARKING 

Q: Does PMSA agree with Staff’s recommendation in Exhibit SS-1T at 

12 that the Commission establish a DNI benchmark?  

 
10 Pilot income has greatly exceeded inflation over 20 years. When considering the 

last target net income agreed to by PSP of $214,665 in 2005, inflation adjusted to 

the end of 2025, the result is DNI of $357, 651. 



 
 
 
 

 

CROSS-ANSWERING TESTIMONY OF  
CAPTAIN MICHAEL MOORE 
Docket TP-250574 

 

Exh. MM-49T 

Page 32 

 
 

180752420.5 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

A: Yes, in principle. PMSA agrees that establishing a clear benchmark for DNI 

would provide regulatory efficiency. PMSA also agrees with Staff’s 

observation that considerable energy in previous rate cases has been 

expended litigating DNI calculation methodologies, with PSP again re-

litigating DNI calculation methodology in this case. Establishing a clear 

benchmark with predictable adjustment mechanisms would reduce 

regulatory costs for all parties and provide pilots with compensation 

certainty while protecting ratepayers from speculative rate increase 

requests. 

 

Q: Why does PMSA support a benchmark concept?  

A: A key element of my direct testimony was that the Commission already has 

an established benchmark; it simply needs to apply it here. Regarding DNI, 

the benchmark consists of two components: (1) the Commission’s attract–

and–retain standard, and (2) the historical averaging methodology adopted 

in Final Orders 08 and 09.  

 

Q: Please explain the attract–and–retain standard as a benchmark.  

A: The attract–and–retain standard is the Commission’s established measure 

of adequate pilot compensation. As the Commission stated in Final Order 08 

at paragraph 122, “The evidence shows that PSP’s recent compensation 

levels are attracting qualified candidates. There is no evidence that PSP 

member pilots are retiring early or that candidates in more highly 

compensated districts pass a comparable state licensing examination at a 

higher rate.” This standard provides an objective, measurable benchmark: 

pilot compensation is adequate when PSP successfully attracts qualified 
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candidates without evidence of recruitment difficulties and retains pilots 

without evidence of departures or early retirements.  

 

Q: How does this attract–and–retain standard function as a 

benchmark?  

A: The attract–and–retain standard creates a rebuttable presumption. When 

PSP successfully recruits qualified candidates and retains pilots, the 

current compensation level is presumptively adequate. PSP bears the 

burden of demonstrating that this benchmark is no longer sufficient - for 

example, by showing recruitment failures, quality problems, or early 

retirements. PSP has not met this burden. As I testified in the prior 

proceeding and as remains true today: “There has never been a pilot 

opening in the Puget Sound without a BPC-qualified candidate in training 

or waiting to train.”11  

 

Q: Please explain the historical averaging methodology as a 

benchmark.  

A: The Commission’s five-year historical averaging methodology, established in 

Final Order 09 at paragraph 166 and reaffirmed in Final Order 08 at 

paragraph 129, provides a mathematical formula for calculating appropriate 

compensation increases from the established baseline.  

As Staff acknowledges by reference to its original testimony in the first 

rate case: the five-year historical average model was created “to justify a 

DNI that was known and measurable, while also being fair, just, 

 
11 Final Order 08, ¶122 (citing Docket TP-220513, Moore, Exh. MM-1T at 92:14-

16). 
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reasonable, and sufficient.”12 We agree. This methodology was not merely a 

first-case expedient; it reflects sound regulatory principles of using actual, 

historical data adjusted for inflation to provide the basis for future rates.  

 

Q: How do these two components work together as a benchmark?  

A: The attract–and–retain standard establishes the baseline: current 

compensation is adequate unless PSP proves otherwise. The historical 

averaging methodology establishes the adjustment mechanism: when rate 

increases are warranted, they should be calculated using multi-year 

averages of actual DNI, adjusted for inflation. Together, these components 

provide exactly what needs to be included in a benchmark—a “known and 

measurable” standard that is presumptively “fair, just, reasonable, and 

sufficient.” 

 

Q: What do these clear results of the application of the facts to these 

existing benchmarks mean for this case? 

A: The Commission should continue to apply these existing benchmarks. PSP 

has provided no evidence on either of these criteria or proposed any clear 

alternative methodologies. Certainly, just hiring yet another consultant to 

prepare a salary survey is not a methodology. These existing benchmarks 

meet the policy goals that underlie the Staff’s request for clear benchmarks 

and should be maintained. 

 

 
12 Sevall, Exh. SS-1T (TP-250574) at 7:15-17. 
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VII. THE FORMULAIC APPROACH TO DNI BENCHMARKING MUST 
RELY ON HISTORIC, OBJECTIVE DATA 

Q: How does Staff’s describe its benchmarking recommendation? 

A:  In Exhibit SS-1T at 12:7-10, Staff proposes, 

The Commission should declare that the DNI authorized in this 
proceeding is the benchmark. The benchmark should be good for 
at least five years, and future cases should adjust the 
benchmark by a reference to a widely accepted indicator like 
Seattle inflation as published by the Bureau of Labor Statistics. 

Q: Is Staff’s new benchmark supported by any evidence related to 

actual historic DNI? 

A: No. 

 

Q: Does Staff provide any benchmark analysis regarding the 

relationship between DNI and AAL, the number of pilots, TDNI, or 

the revenue requirement? 

A:  No. 

 

Q: Do you agree with adopting the Staff’s new benchmark proposal? 

A:  We agree with establishing a clear benchmark, but not the specific one Staff 

proposes in its direct testimony. In our view, a benchmark tied to actual 

historical DNI and the attract–and–retain standard better fits Commission 

precedent than a benchmark keyed to a salary survey.13 We believe that 

 
13 We hold this position in addition to our specific concern in this case, addressed 

in my direct testimony, that PSP’s salary survey expenses are completely 

unnecessary to begin with because they seek to relitigate issues that have already 

twice been settled. Moreover, PSP has not even done a threshold attract–and–

retain analysis to establish the need to look beyond the Puget Sound tariff for new 

trainees. Neither did Staff. 
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benchmarks set in this case should reflect objective, historic facts and 

Commission precedent while using benchmark data that is objective, 

independent and available in the future. Hence, we recommend against 

adopting the $641,587 figure as a benchmark in this proceeding. 

 

Q: How does Staff’s new benchmark DNI relate to actual Test Year DNI 

and historic DNI? 

A: I am providing worksheets in Exhibit MM-54 demonstrating how 

unreasonable Staff’s recommended benchmark of DNI at $641,587 truly is 

by applying Staff’s recommended benchmark methodology to Commission-

authorized DNI in the past five years. As demonstrated in Figure P, if 

Staff’s newly proposed standard of a five-year benchmark plus CPI is 

applied to the authorized DNIs in the prior Final Orders, the results of CPI-

adjusted DNI would be significantly below $641,587: 

Figure P. UTC Authorized DNI Levels Inflation Adjusted Through 
December 2025 

 Effective Date UTC Authorized 

DNI 

Inflation Adjusted to 

December 2025 

TP-190976 

Final Order 09  

Yr 1 

January 25, 2021 $400,855 $496,589 

TP-190976 

Final Order 09 

Yr 2 

January 25, 2022 $410,075 $472,657 

TP-220513 

Final Order 08 

August 24, 2023 $475,733 $500,873 

 

 

Q: How would the application of this benchmark to prior case DNI 

compare to Staff’s range of DNI in this case? 
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A: As applied in Figure Q here, the low end of the Staff range would be 

consistent with a five-year benchmark plus CPI applied to authorized DNI 

in the prior cases. But the rest of Staff’s range, including its recommended 

DNI, is completely out of step with this benchmark standard. 

As in other analyses, we must start with the presumption that the prior 

Commission actions are fair, just, reasonable, and sufficient. Applying this 

new benchmarking methodology in a way that honors Commission 

precedent would rule out the mid- and high-range Staff options. 

Q: Are there additional reasons PMSA disagrees with adopting the 

Staff’s specific benchmark proposal? 

A: Yes, we are particularly concerned about any benchmark based on any 

salary survey commissioned by an interested party, and not reliant on an 

independent, fully relevant, and objective third-party data source, 
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particularly if the data is gathered and published independent of whether 

there is a pilot rate case or not. We should not abandon the existing 

Commission formulas, methodologies, and precedents in exchange for 

reliance on the inherently flawed study that PSP paid for and submitted in 

this case (Sisung, Exhibit RLS-04)—another expense that PSP seeks cost 

recovery for from ratepayers. 

As I discussed in my direct testimony, in Exhibit MM-01T at 99:12–

102:22, there is plenty of objective and frequently published data available 

whereby the Commission can quantify both the growth in income of 

potential pilot trainees and the relative attractiveness of PSP’s DNI thanks 

to the U.S. Bureau of Labor Statistics’ Washington state data for Captains, 

Mates, and Pilots. If the Commission wanted to set a new objective 

benchmark for a pilot DNI comparison, this deep body of free, independent, 

regularly published, and objective BLS data would serve as a much more 

reliable reference point than an expensive, potentially biased, subjective, 

and irregularly published salary survey conducted by various consultants 

with varying levels of expertise. 

 

Q:  What are some additional reasons for opposing a benchmark based 

on a salary survey? 

A: As described in the testimony of Dr. Spencer Cohen, there are so many 

variables and factors that are missing from these types of studies that it is 

hard to have confidence in any of them. They do not truly isolate and 

measure key factors like workloads, the number of pilots, vessel traffic 

volume and vessel mix, training, expenses, benefits, and rates, for example, 

in addition to just compensation, and it is not feasible for them to do so. 
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Q: Why is workload a key factor in comparing pilot ground salaries? 

A: As discussed above, when pilots have more work, they have more revenue. 

This gives pilots more opportunities to earn an increased net income if their 

expenses are managed efficiently, even without rate increases on customers. 

If net income is increasing due to productivity gains, those changes should 

be treated differently than rate increases.  

 

Q:  Why are vessel traffic volumes and vessel type mix key factors when 

evaluating revenue and income?  

A: High-tonnage vessels pay more and, by the same token, low-tonnage vessels 

pay less. If the traffic mix has more vessels that are high-tonnage vessels 

than the previous year, there will be more revenue generated even at the 

same assignment level, sometimes even when there is less work. This may 

result in situations where revenue per assignment continues to increase 

even if there is no increase in rates. 

 

Q:  Did PSP’s sponsored salary survey include workload and vessel 

arrival volume and vessel mix?  

A: No.  

 

Q:  Do you have an example to illustrate the importance of why 

including these workload and vessel mix factors matters?  

A: Yes. The survey by PSP consultant Sisung, Exhibit RLS-04, includes 

excerpts of various financial and compensation documents but no analysis of 

what the pilots actually did to earn their pay increases or how that relates 
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to Puget Sound Pilots. For example, Exhibit RLS-04, at pages 126-127 

(“UPC-006”), includes one page from the “Columbia River Pilots Special 

Purpose Financial Statements” from 2024. From this report we know that 

their Gross Pilotage Revenue went up 21.8%, Expenses up 17.3%, Benefits 

up 14.0%, the Number of Pilots decreased by 1, and Net Income went up 

29.2%.  

But we don’t know why. Did these pilots get a 21.8% rate increase? Did 

vessels get larger? Were there more assignments? Is the system more 

productive, doing more jobs with fewer pilots? Sisung’s study can’t tell us. 

Because the study cannot answer these fundamental questions, it is not an 

adequate or reliable tool for ratemaking. 

Because looking at the context is important, I looked up several 

Columbia River statistics that seem to help explain what happened. In 

2024, the Columbia River Pilots experienced a 16.7% increase in pilot 

transit assignments compared to 2023 as reported by the Oregon Board of 

Maritime Pilots in their 2024 Annual Report (Exhibit MM-55 at 12). The 

Washington Department of Ecology in its 2024 “Vessel Entries and 

Transits” report also reports (as shown in Exhibit MM-56) that “Entering 

Transits into Washington Waters bound for ports on the Columbia River” 

increased nearly 16%, corroborating the pilot transit assignment increase 

reported. More assignments generate more revenue. 

 

Q:  Does that mean in 2024 the Columbia River pilots would have 

realized a 16.7% increase in revenue?  

A: That depends on the vessel mix. The 2024 Merchant Exchange report for 

the Columbia River (Exhibit MM-57) also indicates a significant percentage 
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of the vessel call increase involved grain ships and car carriers, which are 

higher tonnage vessels compared to the other vessel types reported for the 

Columbia River. Higher tonnage vessels generate more revenue per 

assignment. So, logically the total revenue increase would exceed the 16.7% 

increase in number of assignments. This might explain why their revenues 

were increasing 21.8%, with part of this additional increase due to the 

amount of tonnage increase.  

 

Q:  Are there other factors besides vessel call volume and mix that 

would impact pilot income?  

A: Yes. The number of pilots is another key factor. The number of Columbia 

River pilots decreased in 2024. This would further increase individual 

income levels as there would be fewer pilots to share the net revenues. With 

the number of vessel transits increasing while the number of pilots edged 

down, Columbia River pilots were more productive and efficient, and they 

should naturally see growth in net income as a result. All these factors may 

comprise the primary reasons for an increase in 2024 pilot income. But the 

PSP study doesn’t include any such data and analysis for the Columbia 

River or any other pilotage ground. 

 

Q:  What is the relevance of this to setting any benchmarking proposal? 

A:  It is not just the dollar amount raised but also how it is raised that matters 

to the determination of whether a rate is fair, just, reasonable, and 

sufficient. If one applied to the Puget Sound Pilots the same level of 

workload increases that Columbia River experienced coupled with a similar 

percentage decrease in the number of pilots in Columbia River, PSP’s actual 
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net income would naturally grow dramatically with absolutely zero increase 

in rates.  

If the current tariff is producing higher net incomes and higher 

productivity, then more work by the pilots equals more income, and no 

increase is warranted. In the Columbia River a case could be made that 

absolutely no increase in rates was necessary to achieve these results. But 

Sisung’s study does not indicate whether there was a rate increase or other 

circumstances such as a productivity increases—or any of the many other 

factors that could be at play too. As explained in the testimony of Dr. Cohen, 

too many relevant data points are simply missing. 

The bottom line is that, if there is a new benchmark to be selected in this 

case, it needs to be based on either direct historical application of the 

benchmark to the Docket TP-220513 baseline or based on an objective, 

independent, and regular data source, like BLS data for the Washington 

pilot trainee applicant pool—not on a salary survey. 

 

VIII. PMSA AGREES WITH STAFF’S 56-PILOT RECOMMENDATION 

Q: Does PMSA agree with Staff’s recommendation to fund 56 pilots? 

A: Yes, absolutely. Staff’s recommendation to fund 56 pilots is consistent with 

PMSA’s recommendation to fund 56 pilots and appropriately rejects PSP’s 

pattern of over-projecting pilot needs.  

 

Q: Did Staff calculate a need for 56 pilots? 

A: No. Staff’s analysis in Exhibit SS-3, Schedule 3.1 calculated a need for 52.85 

pilots using the historical assignment methodology. 
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Q: How does this analysis compare to PMSA’s number of pilots 

analysis? 

A: Both PMSA and Staff made similar calculations but had different 

interpretations of the vessel assignment numbers used. Regardless of these 

differences, both result in a need for a number of pilots below 56. I have 

updated Figure F from my original testimony to include the Staff 

calculation, shown below as Figure R: 

Q: Why do both PMSA and Staff recommend funding 56 pilots when 

the AAL calculations indicate fewer pilots are necessary? 

A: The recommendations by Staff and PMSA both recognize that fewer pilots 

than 56 are needed. But given there are 56 licensed pilots currently, the 

Commission’s precedent was that the licensed number of pilots represents a 

floor for the number of pilots. My recommendation in direct testimony is to 
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allow AAL to serve as this floor in the future. 

 

IX. PSP HAS NOT ADEQUATELY PROVIDED VESSEL PROJECTION 
DATA, LEAVING INCONSISTENCIES TO BE RECONCILED 

Q: In Staff’s opinion, has PSP adequately and clearly provided a useful 

projection of vessel assignments? 

A:  No. Staff reaches the same conclusion as PMSA that the number of 

projected vessel assignments “was not clearly articulated in [Exhibit] IC-

14,” as stated in Exhibit MM-55 (Staff Response to PMSA DR 12).  

 

Q:  Without a clear projection from PSP, did Staff interpret Exhibit IC-

14 the same way as PMSA? 

A: No, Staff and PMSA arrived at different answers interpreting the PSP 

testimony and Exhibit IC-14 spreadsheet. Staff arrived at 7,281. As 

explained in my direct testimony, I calculated PSP’s projection to be 7,446.  

 

Q: Does either number accurately reflect 2025 traffic or projected 2026 

traffic? 

A: No. The trailing 12-months from my direct testimony submitted on January 

2, 2026, was 7,016 for 2025. This is far below either Staff’s or PMSA’s 

possible interpretation of PSP’s projections for 2025. And no estimate was 

ever provided by PSP for 2026 at all. 

 

Q: Does Staff rely on the vessel projection of 7,281 to conduct its rate 

year analysis? 

A: Yes. 
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Q:  What number is PMSA using for vessel projections in this case? 

A: We are using our vessel projection for 2026 of 6,962, as described in my 

direct testimony at Exhibit MM-01T. 

 

Q:  What does this lack of consensus and clarity mean for the 

Commission? 

A: It will be for the Commission to pick from the best evidence in the record to 

project 2026 and 2027 vessel traffic. To date the only party that has 

submitted that data has been PMSA. Given PSP’s limited and unclear 

disclosure on vessel projections, Staff and PMSA have necessarily had to 

interpret incomplete inputs. 

 

Q:  Do you have any updates that shed further light on projected vessel 

count and historical vessel relevant to this case? 

A:  Yes. While I would caution against just taking one set of data from January 

and use it to try and validate a projection for an entire calendar year, 

preliminary data from the Marine Exchange and news about Tacoma traffic 

would tend to confirm the downward historical trend towards 6,962 

assignments presented in PMSA’s forecast.  

 Specifically, arrivals in a January 30, 2026 Marine Exchange of Puget 

Sound update released to the U.S. Coast Guard, port leadership, PSP, and 

industry stakeholders indicate a decrease of 27 arrivals so far in 2026 

compared to 2025 year to date. The numbers are included as Exhibit MM-

59 and show that vessel calls from all vessel categories except one are down 

when compared to 2025. When put in the context of this case, 2025's vessel 
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calls had decreased compared to the 2024 Test Year, which contributed to 

the reduction of more than 500 pilot assignments in 2025 over the Test 

Year. 

   Also, just last week one major container carrier announced that it would no 

longer be including Tacoma on a weekly vessel string, as shown in Exhibit 

MM-60. This is a significant service that is “operated with eight vessels of 

approximately 15,000 TEU capacity on a weekly basis.” These are large 

tonnage vessels. As evidenced in Exhibit IC-14, this size vessel on this 

string calling on the terminal involved in Tacoma requires two pilots 

inbound and two pilots outbound for a total of 4 assignments per port call, 

which over the coming year would mean a significant decrease of pilotage 

assignments. 

   Of course, this announcement might be partially offset by other increases in 

cruise and smaller container services. But taken together, these 

announcements tend to confirm a likely further decrease in pilotage work in 

2026, not an increase, as indicated in my direct testimony.  

 

 

X. PMSA & STAFF POSITIONS ON EXPENSES 

Q:  What responses do you have to Staff’s testimony on PSP’s expenses? 

A:  I will discuss my responses in four parts, as follows: 

A. Total approved operating expenses should remain reasonably close to 

commission-approved baselines and precedent. 

B. PMSA-Staff agreement on operating expenses by category. 

C. PMSA-Staff partial agreement on operating expenses by category. 

D. Capital expenses. 
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Q: Please describe your framework for this analysis. 

A: There are two types of pilot expenses that should be viewed through 

different lenses: operating expenses and capital expenses.  

Operating expenses should be viewed at PSP’s overall macro expense 

management level (subsection A) and at the specific expense category level 

(subsections B and C). On the macro level, because there are no significant 

changes to PSP’s operations, there should be no significant changes to the 

total approved level of PSP’s operational expenses. PSP, as the party with 

the burden to prove this amount is not sufficient, will be hard pressed to 

justify its overall significant requested increase. On the individual expense 

level, PMSA and Staff agree on various charges, and disagree on others, as 

enumerated in subsections B and C respectively. 

Regarding capital expenses (subsection D), the Commission should 

approve the capital expense charge as proposed by the multiparty partial 

settlement that the parties have proposed to file February 17. Here PMSA 

and PSP agree that a new charge should be added to the tariff to address 

these new and critical capital expenses through a separate accounting 

mechanism and subsequent compliance filings. Staff has not agreed to this 

partial settlement. 

A. Total approved operating expenses should remain reasonably close to 
commission-approved baselines and precedent. 

Q: How should the Commission assess the overall requested level of 

PSP operational expenses? 

A: PSP should be managing its operating expenses to track closely to the prior 

levels of expenses approved by the Commission. Total yearly authorized 
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operating expenses were $15,207,326 in Final Order 08, issued in August 

2023, representing a 4% decrease from the authorized $15,848,640 in Final 

Order 09, which became effective in January 2021. Together, these two 

Final Orders establish a clear pattern of Commission practice in evaluating 

PSP’s operating expenses. 

 

Q: What is significant about comparing these two Commission-

authorized expense levels? 

A: The Commission does not simply approve ever-increasing expense levels. 

Rather, the Commission scrutinizes expense proposals and holds PSP 

accountable for cost management. Both Final Orders followed extensive 

discovery, contested testimony, cross-examination, and post-hearing 

briefings. These are not arbitrary numbers—they represent the 

Commission’s considered judgment about what expense levels are 

reasonable for PSP operations. Since these determinations were made 

recently, and the operational environment and cost structure for PSP has 

not fundamentally changed since these orders were issued, they together 

form a highly relevant baseline for evaluating current proposals. 

 

Q: How should the Commission use this baseline in evaluating the 

parties’ proposals in this case? 

A: The most recent baseline of $15,207,326 is the primary reference point. But 

both Staff and PMSA are requesting significant revisions to the treatment 

of pilot retirement, so retirement should be isolated from the baseline and 

evaluated separately. Excluding pilot retirement from the baseline helps 
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isolate the issue of whether PSP’s proposed non-retirement operating 

expenses align with Commission precedent. 

 

Q: Once you exclude retirement, what were the baseline operating 

expenses from the prior cases’ Final Orders? 

A: The following table, Figure S, shows the authorized operating expenses 

without pilot retirement.  

Figure S. 

Source Total 

Authorized 

Less 

Retirement 

Adjusted  

(No Retirement) 

TP-190976 (2021 

Final Order 09) 

$15,848,640 $5,275,243   $10,573,397 

TP-220513 (2023 

Final Order 08) 

$15,207,326 $5,968,697 $9,238,629 

Average 

Benchmark 

$15,527,983 $5,621,970 $9,906,013 

Q: What does this retirement-adjusted comparison reveal? 

A: This analysis reveals an important finding: authorized non-retirement 

expenses of $9,238,629 for 2024 were actually lower than previously 

authorized non-retirement expenses of $10,573,397. That is a reduction of 

$1,334,768 or 12.6%. Thus the Commission’s expense discipline in the most 

recent rate case reduced PSP’s core operating expense authorization. 

The average authorized non-retirement expenses across both cases is 

$9,906,013. 

Examining expenses in this way provides consistency while 

acknowledging that most expense growth should track normal inflation and 

genuine operational needs. As demonstrated in Exhibit MM-70, the updated 

Final Order 08 Attachment A that I discuss later in this testimony, the 



 
 
 
 

 

CROSS-ANSWERING TESTIMONY OF  
CAPTAIN MICHAEL MOORE 
Docket TP-250574 

 

Exh. MM-49T 

Page 50 

 
 

180752420.5 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

parties generally agree on routine expense categories, though rate case 

expenses stand out as excessive even in years without a rate case. The 

establishment of this non-retirement baseline reinforces that routine 

operating expense increases should not serve as a vehicle for unreasonable 

expense growth beyond Commission precedent. 

 

Q: How does this baseline compare to the parties’ proposed non-

retirement operating expenses? 

A: Comparisons to the $9,238,629 baseline from Docket TP-220513 are 

described in Exhibit MM-50. The comparison underscores how excessive 

PSP’s non-retirement operating expense proposal is: $13,879,990, plus an 

additional $2,746,285 in operating margin. Add to that an additional 

proposed $570,000 in capital expenses, and the total of $17,196,275 exceeds 

the most recent baseline of $9,238,629 by a staggering 86.1%. This cannot 

be explained by normal inflation, modest assignment growth, or routine 

operational needs. PSP has failed to justify this extraordinary deviation 

from Commission precedent. 

By comparison the PMSA and Staff non-retirement expense proposals of 

$11,541,728 and $11,860,535, respectively, are not only aligned with each 

other but also more in line with the existing expense baseline while still 

providing generous increases from the most recent Commission baseline.  

 

Q: Given the above, can PSP’s non-retirement operating expense 

proposal be generally correlated with other operating factors, like 

growth in assignments? 
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A: No. First, even PSP concedes that assignment volume is declining. So PSP’s 

proposal to increase spending by 86% (including its claim to a return on its 

expenses through the operating margin) can have no relation to increasing 

assignment volume. Most expenses, such as administrative staff, boat crew 

members or office rent, do not vary with assignment volume. While PMSA 

and Staff both anticipate modest growth in most operational expenses, PSP 

has not explained or provided evidence of why a stable operating 

environment should result in such dramatic increases in operating 

expenses. 

 

Q: How do you believe the Commission should apply this overall 

operating expense concern when looking at individual PSP expense 

items? 

A: The Commission should consider the baseline adopted in Docket TP-220513 

as being fair, just, reasonable, and sufficient and should subject any 

departures from it to rigorous scrutiny. Small, routine, and well-justified 

expenses should have no issue in the approval process for adjustments and 

reasonable increases. But large, extraordinary, and contested expenses 

should be denied if they lack clear, convincing, and verifiable evidentiary 

support. 
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B. PMSA-Staff agreement on operating expenses by category. 

 

1. PMSA and Staff agree that routine expenses should be approved. 

 

Q. Does PMSA generally agree with Staff that many of PSP’s proposed 

operating expenses are appropriate and recoverable? 

A. Yes. PMSA generally accepts routine operational expenses such as staff 

costs, calculated taxes, office supplies, utilities, communications, basic 

facility maintenance, reasonable professional service fees like CPA fees, and 

similar recurring costs necessary for safe pilotage operations. These total 

nearly half of all non-retirement expenses at $5,455,488. I have listed all of 

the expense areas of agreement we have in Exhibit MM-61. 

As a rule, these items are not seeking any accounting methodological 

changes or creating new expenses that lack proper justification. We support 

reasonable, documented costs for legitimate pilotage operations. 

 

2. PMSA and Staff agree that the operating margin should be rejected. 

 

Q: What is your assessment of Staff’s position on the operating 

margin? 

A: Witness Sevall’s analysis correctly identifies the fundamental flaws in PSP’s 

proposal and reaches the proper conclusion that PSP has failed to prove any 

need for an operating margin methodology in maritime pilotage tariffs.  

As Witness Sevall testifies, PSP discusses what solid waste companies 

receive but “does not provide an analysis concluding that the trucking 
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industry is like maritime pilotage in ways that justify applying the 

operating margin from the solid waste industry to the pilotage industry.”14 

Staff also recognizes that PSP has not provided analysis showing other 

pilotage districts or similarly situated industries use an operating margin 

comparable to PSP’s proposal. 

As a result of these two factors, Staff properly concludes that “PSP has 

not presented the Commission with sufficient evidence or a complete record 

supporting the application of an operating margin to the Pilots.”15  

 

Q: Does PMSA agree with Staff’s recommendation regarding the 

revenue requirement formula? 

A: Yes, absolutely. Staff correctly recommends that the Commission continue 

using the revenue requirement formula previously approved and affirmed 

by the Commission: 

 

Revenue requirement = Expenses + Depreciation + Interest + TDNI 

 

This is the same formula PMSA supports and the same formula the 

Commission established in Final Order 09 and re-affirmed in Final Order 

08. There is no justification for changing this formula to incorporate PSP’s 

proposed operating margin. 

 

Q: Did Staff identify concerns about PSP’s unique business structure 

that are relevant to the operating margin question? 

 
14 Sevall, Exh. SS-1T at 5:6-8. 
15 Sevall, Exh. SS-1T at 5:10-12. 
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A:  Yes. Witness Sevall makes an excellent point that “PSP is the only 

association-type business structure out of all the regulated companies under 

Title 81.”16 This means each pilot buys in to acquire a share as an equal 

owner with a say in how money is spent and in the governance of the 

association. As Witness Sevall correctly observes, “If the association does a 

good job controlling their costs, the direct benefit goes to the pilot owners. 

Under this business organization structure, if ownership doesn’t do a good 

job controlling costs, then they likewise bear the risk of the decisions they 

make.”17  

 

Q: Does this unique business structure distinguish PSP from 

companies that typically receive operating margins? 

A: Absolutely, and Staff has identified this critical distinction. This is 

consistent with my direct testimony in Exhibit MM-01T at 46:6–55:26, 

where I explain in detail why PSP’s association structure makes it 

fundamentally incompatible with operating margin methodology. Staff 

independently reached the same conclusion. 

It is my understanding from reviewing PSP’s workpapers (see WP-AML-

02), that traditional companies that receive operating margins face equity 

market risk, need to attract outside capital, pay corporate income taxes, and 

have significant debt service. The PSP monopoly is not a capital-intensive 

operation and has none of these characteristics. The pilot-owners control 

their own equity, set their own equity prices internally, pay no corporate 

 
16 Sevall, Exh. SS-1T at 5:16-19. 
17 Sevall, Exh. SS-1T at 5:19-6:3. 
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income tax, and have minimal interest expenses that should be fully covered 

through the capital surcharges PMSA is stipulating to. 

 

Q: Did Staff raise concerns about discretionary versus non-

discretionary expenses that relate to the operating margin? 

A: Yes. Staff testimony notes that “Not all costs are equal as some costs are 

required (i.e. employee pay, office rent, and insurance) and some costs are 

more discretionary (i.e. what consultants to hire, donations, and travel for 

training) in providing service.”18 Staff then correctly observes that “The case 

presented by PSP does not address why discretionary or non-discretionary 

expenditures should have an operating margin applied.”19  

This is an important point that PMSA strongly supports. PSP seeks to 

apply a blanket 12% markup to all expenses without any analysis of which 

expenses might warrant different treatment or why any operating margin 

could be justified at all. 

 

Q: What is Staff’s overall conclusion on the operating margin? 

A: Staff witness Sevall states clearly, “Given the limited analysis I do not 

believe PSP has carried their burden that the operating margin is fair, just, 

reasonable.” PMSA agrees completely. PSP has failed to demonstrate that 

its proposed operating margin meets any of the statutory requirements for 

fair, just, reasonable, and sufficient rates. Simply put, it is not needed to 

provide the pilotage service under the Pilotage Act. 

 
18 Sevall, Exh. SS-1T at 6:3-5. 
19 Sevall, Exh. SS-1T at 6:6-9. 
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This measured approach by Staff is appropriate. Staff does not 

categorically oppose operating margins in all circumstances but properly 

requires that any party seeking such treatment must carry its burden of 

proof with sufficient evidence and analysis. PSP has failed to do so. 

 

Q: Does PMSA’s position differ from Staff’s position in any material 

respect regarding the operating margin? 

A: Our positions are fully aligned on the ultimate conclusion: the Commission 

should reject PSP’s proposed operating margin. PMSA and Staff provide 

complementary approaches that reach the same conclusion through slightly 

different analytical paths. Together, PMSA and Staff present a 

comprehensive case for rejecting the operating margin proposal. The 

Commission should rely on these converging analyses in reaching this same 

conclusion. When both the regulatory staff and the ratepayer representative 

independently reach the same conclusion that a proposed rate mechanism is 

unjustified, the Commission should give significant weight to that 

consensus. 

 

Q: Does PMSA’s agreement with Staff on this issue extend to Staff’s 

recommended revenue requirement? 

A: PMSA agrees with Staff that the revenue requirement should be calculated 

using the Commission-approved formula without any operating margin but 

reach slightly different conclusions regarding the amount of the revenue 

requirement.  
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3. PMSA agrees with Staff on adoption of the PSP Port Angeles 
Expense Charge, less the operating margin. 

Q: Do PMSA and PSP agree in principle over most components of the 

proposed Port Angeles Expense Charge? 

A: Yes, as described in detail in my direct testimony, with the exception of 

some historic depreciation charges and the outstanding question of the 

application of the operating margin, PMSA agrees with establishing this 

charge. This will be the subject of a subsequent joint filing by PSP and 

PMSA for a partial settlement. 

 

Q: Do PMSA and Staff agree that the operating margin should not be 

applied to these Port Angeles expenses? 

A:  Yes, Staff’s calculation of the Port Angeles Expense Charge does not include 

any operating margin, as shown in Exhibit MM-62 (Staff Response to PMSA Data 

Request No. 32). 

 

4. PMSA agrees with Staff’s rejection of third-party launch service 

fees. 

Q: Has PMSA reviewed Staff’s opposition to a new fee to be charged to 

vessels for a third-party launch service when PSP pilot boats are 

unavailable? 

A: Yes. PMSA agrees with Staff’s opposition to this provision. We agree with 

Witness Van Meter’s testimony that “any temporary launch service expense 

should continue to be invoiced to PSP” and that “[t]emporary launch service 

is an operational expense of the Port Angeles pilot house when Pilot Boats 
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are not available.”20 The fundamental problems with PSP’s proposal that 

Staff has identified are compelling. 

This would create a double-charge for customers. Vessels would pay the 

full $700 Port Angeles Expense Charge under PSP’s proposal to recover 

pilot boat operating costs, and then separately pay Arrow Launch or 

another provider—potentially $885 or more—for the actual launch service. 

This is fundamentally unfair. This shifts the incentive for PSP to manage 

its operational risk and management responsibility to ratepayers. These 

backup launch service needs are an infrequent, manageable operational 

expense that PSP has historically absorbed as part of its responsibility to 

maintain Port Angeles operations. 

 

5. PMSA agrees with Staff adjustments to reflect actual number of 
pilots. 

Q: Has PMSA reviewed Staff’s revisions to per-pilot expense categories 

based on the number of pilots? 

A: Yes. PMSA agrees with UTC Staff’s revisions to these categories, like dues 

and license fees, to ensure they are based on actual numbers of licensees, 

not theoretical numbers of pilots.  

 

 
20 Van Meter, Exh. TVM-1T at 19:5-6. 
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C. PMSA-Staff partial agreement on operating expenses by category. 

 

1. PMSA partially agrees with Staff on transportation expenses. 

 

Q: Have you reviewed Staff’s testimony regarding transportation 

expenses? 

A: Yes. I reviewed Witness Van Meter’s transportation expenses analysis in 

Exhibit TVM-1T. I have also reviewed her related Exhibit TVM-2. 

 

Q: What is PMSA’s overall position on transportation expenses in this 

case? 

A: PMSA agrees with Staff’s fundamental position that upholds Commission 

determinations that pilots’ portion of commute costs should be excluded 

from recoverable transportation expenses, consistent with the Commission’s 

rulings in Final Orders 09 and 08. PMSA also agrees with Staff that some 

adjustment in the prior rate in this regard is justified. 

However, PMSA disagrees with the size of Staff’s adjustment and also 

believes Staff’s treatment of repositioning expenses requires clarification. 

 

Q: Does PMSA agree with Staff’s position on excluding home commute 

costs? 

A: Yes, completely. Staff and PMSA are aligned on excluding home‑to‑work 

commuting. Staff correctly rejects PSP’s proposal to include pilots’ 

commuting costs from their individual homes to vessel assignments. This is 

the third consecutive rate case in which PSP has attempted to recover these 
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personal commute expenses after the Commission clearly rejected them in 

both Final Order 09 (¶¶ 268-69) and Final Order 08 (¶¶ 349-50). 

 

Q: What is the basis for excluding these commute costs? 

A: The Commission has established clear precedent that transportation 

expenses should follow IRS principles for deductible business travel. Under 

federal tax law, commuting costs from a pilot’s home to their place of 

employment are personal expenses, not business expenses. This principle 

applies even though the Puget Sound pilotage district is geographically 

large and involves multiple possible assignment locations. 

 

Q: What do the parties propose for the transportation rate in this 

case? 

A: PMSA proposes increasing the transportation rate 8.8% from the current 

$168.20 to $183.05 per assignment, as detailed in my direct testimony and 

supporting Exhibit MM-34 (Transportation Adjustment Worksheet). PSP 

proposes $233.93, a 39.1% increase from $168.20. Staff proposes $219.12, a 

30.3% increase.  

 

Q: What methodology does PMSA use to calculate the $183.05 rate? 

A: It is based on the Commission’s established methodology from Final Order 

08, which approved 93% of PSP’s submitted transportation expenses, 

effectively excluding 7% for commute costs. PMSA applies this same 93% 

factor to PSP’s Test Year expenses in this case, which yields $171.62 per 

assignment. Adding PSP’s claimed vendor rate increases (also adjusted by 
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93%) adds $11.43, for a total of $183.05. This calculation is detailed in my 

direct testimony and Exhibit MM-34. 

 

Q: What total transportation expense does PMSA propose? 

A: At $183.05 per assignment, with 6,962 projected assignments, total 

transportation expenses should total $1,274,394. 

 

Q: How does PMSA’s proposal compare to inflation-based calculations? 

A: PMSA’s proposal is consistent with reasonable inflation adjustments. The 

current transportation rate of $168.20 was established in Final Order 08, 

which became effective in August 2023.  

 

Q: Does Staff use an inflation-based methodology? 

A: Yes, but Staff appears to calculate inflation from the case initiated by PSP 

in 2019 (when the BPC last set transportation rates) rather than from 

August 2023 Final Order 08 when the Commission last set transportation 

rates in Docket TP-220513. This creates an artificially large inflation 

adjustment. 

 

Q: If Staff’s inflation approach were applied from the time of the 

adoption of the current rate, what would the result be? 

A: If Staff applied the US BLS CPI Inflation Calculator from August 2023 (the 

effective date of Final Order 08) to December 2025, the inflation-adjusted 

rate would be approximately $177.53. 
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PMSA’s proposal of $183.05 is slightly higher (by $5.52) than this simple 

inflation adjustment, which reflects the additional vendor rate increases 

that PSP documented. This demonstrates that PMSA’s proposal is 

reasonable and aligned with Staff’s inflation methodology if it were properly 

applied to an adjustment from the current tariff, not adjusted from the last 

BPC rate.  

 

Q: Does PMSA support Staff’s proposed rate of $219.12? 

A: No. If the same inflation approach is applied from the date the current tariff 

rate took effect in 2023, the result converges toward PMSA’s proposed 

value. On that basis, we recommend calibrating Staff's calculation to the 

2023 baseline rather than using 2019 as the baseline. PMSA would support 

this revised amount or PMSA’s own proposal as either is valid. 

 

Q: Do Staff and PMSA agree on disallowing a new “repositioning” 

charge in the pilotage tariff? 



 
 
 
 

 

CROSS-ANSWERING TESTIMONY OF  
CAPTAIN MICHAEL MOORE 
Docket TP-250574 

 

Exh. MM-49T 

Page 63 

 
 

180752420.5 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

A: Yes. Repositioning expenses are not recoverable through the per-assignment 

transportation charge.  

To the extent repositioning involves moving pilots from their homes to 

Port Angeles or vice versa, these are commute costs that the Commission 

has already determined should not be recovered. The fact that PSP labels 

them “repositions” rather than “assignments” does not change their 

fundamental nature as home-to-workplace transportation. 

PSP’s proposed tariff language explicitly acknowledges this problem. 

PSP seeks to add “and repositions” to the transportation charge description 

precisely because repositions are not currently covered. The Commission 

rejected similar expansions of the transportation charge in both prior rate 

cases. 

 

Q: What is Staff’s position on the PSP proposal to add new 

“repositioning” language to transportation Item 340 in the tariff? 

A: Staff does not support PSP’s proposed language adding “and repositions” to 

item 340, as shown in Exhibit MM-63 (Staff Response to PMSA DRs 27-28). 

PMSA agrees. Repositioning costs should be excluded entirely from the 

transportation charge and should remain in general operating expenses 

recovered through base rates. Both Staff and PMSA remain consistent with 

the Commission’s established treatment of transportation costs as tied to 

specific vessel movements, not commutes or repositioning. 
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2. PMSA agrees with Staff that pilots should contribute to their own 
retirement but disagrees that ratepayers should continue to 
subsidize PSP’s existing PayGo plan. 

Q: What is your position on Staff’s recommendations regarding PSP’s 

retirement funding? 

A: We support several of Staff’s observations and the general proposition that 

pilots must contribute towards their own retirement. But we are opposed to 

PSP’s indefinite continuation of an unsustainable system. Staff’s partial fix 

seeking contributions to the unsustainable system still exposes ratepayers 

to unacceptable long-term risks. We fully appreciate Staff promoting the 

need for pilots to contribute their private retirement system but do not 

support indefinite continuation of an unsustainable system that relies on 

future ship callers paying for past service. PMSA’s proposal is the only 

sustainable solution that protects ratepayers while providing pilots with 

generous retirement funding. 

 

Q: What are the areas of agreement you have with Staff on retirement 

issues? 

A: There is universal agreement on several critical points:  

First, that PSP’s current pay-as-you-go defined benefit retirement 

system is unsustainable. This aligns with Final Order 09, which found 

PSP’s unfunded defined benefit retirement plan “fiscally unsound” and 

directed PSP to transition to a more sustainable structure. PSP 

acknowledges this by seeking Multiple Employer Plan (“MEP”) approval. 

Witness Sevall testifies that he has “concerns with the current PayGo 

retirement plan” because it is “wholly funded by the tariff” with no pilot 



 
 
 
 

 

CROSS-ANSWERING TESTIMONY OF  
CAPTAIN MICHAEL MOORE 
Docket TP-250574 

 

Exh. MM-49T 

Page 65 

 
 

180752420.5 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

contributions and no investment returns. PMSA has consistently argued 

this across multiple proceedings including annual hearings held at the BPC 

before rate setting was transferred to UTC. 

Second, Staff acknowledges that the MEP approval from the Department 

of Labor remains highly uncertain. PSP’s own attorney Bruce McNeil 

acknowledged that DOL approval is extremely unlikely because the DOL 

regulations explicitly limit MEPs to defined contribution plans, not defined 

benefit plans like PSP proposes.21 Staff properly defers recovery of MEP 

transition costs until the plan is actually implemented, implicitly 

recognizing this uncertainty.  

Third, all three parties agree that change is necessary. No party 

advocates maintaining the status quo indefinitely without modification. 

Even PSP, while requesting continued recovery of current pension expenses, 

frames this as an “interim proposal” while awaiting MEP approval.  

 

Q: Why is the universal agreement on the need for change significant?  

A: It means the Commission can and should act decisively in this proceeding. 

Five years have passed since Final Order 09 directed PSP to transition 

away from its unsustainable retirement system. Two years have passed 

since PSP submitted its MEP request to DOL. Total payments since Final 

Order 09 have increased by millions of dollars and will continue to grow 

unless action is taken to change the system. The time for further delay and 

unfettered increases in liability has ended. All three parties recognize the 

current system is broken—the only question is what to do about it.  

 

 
21 Hoffman, Exh. SKH-05. 
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Q: Can you summarize the three different approaches to retirement 

funding proposed in this case?  

A: Yes. The three approaches significantly alter the proposed revenue 

requirements by each party as they differ fundamentally in their treatment 

of ratepayer exposure:  

PSP’s approach is to just keep feeding the beast, continue funding the 

current pay-as-you-go system which has now grown from $5,275,243 when 

PSP filed in 2019 to the pro forma in this case of $6,804,555 with 100% 

ratepayer funding and 0% pilot contributions. This is more than a $1.5-

million increase in annual funding. PSP benefits from continuing 

indefinitely while awaiting an MEP approval that is unlikely to ever come. 

PSP also seeks recovery of all legal fees for Mr. McNeil’s work, including 

two years of post-advisory-opinion lobbying expenses in addition to some 

percentage of other legal and consulting fees.  

Staff believes that pilots should contribute to their own retirement. But 

Staff’s approach is to require a 33% contribution that will only marginally 

begin to mitigate the impacts of continuing funding the current pay-as-you-

go system. Short-term ratepayer costs would be reduced when set at 

approximately $4.6 million, but ratepayer liabilities would still be 

accelerating and growing under the existing plan, which would remain 

unfunded except by future ship callers being required to pay for past 

services. While we are pleased that Staff proposes requiring pilots to 

contribute 33% of the current year cash flow retirement costs, at about $2.2 

million, this amount is not required to be put into a fund, does not offset any 

liabilities, and allows the current unsustainable system to continue 
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unabated. We appreciate the direction and the intent, but it would only be a 

temporary and limited improvement. 

PMSA’s approach is to replace all retirement expense recovery with a 

tax-advantaged, market-based, long-term ratepayer contribution that 

approximates a 50% “employer” match to a 401(k), calculated as 6% of pilot 

DNI or 50% of the maximum SEP-IRA contribution limit, whichever is 

greater. During this rate year, this would result in a ratepayer contribution 

of $36,000 per pilot paid to PSP in addition to pilot DNI. PSP would have 

complete discretion over how to use these funds for any retirement purpose, 

whether that be continuing its current plan, funding individual accounts, 

pursuing the MEP if approved, or any combination thereof. PMSA’s 

approach would incentivize the use of individual retirement accounts, which 

would be an actual fund designed to grow over time via contributions and 

return on investment. Such accounts are fully available to retirees and their 

families per withdrawal rules fully independent of future ship call activity. 

 

Q: Does PMSA agree with some aspects of Staff’s position?  

A: Yes. PMSA agrees with Staff on several important principles. Most 

importantly, we agree with Staff that pilots should bear some responsibility 

for funding their own retirement. As Witness Sevall correctly testifies, 

“Simply put, the individual Pilots should bear some of the cost of their 

pension, whether the pension is PayGo or funded.”22 This principle is 

sound—regardless of what pilots’ actual earnings are each year, they should 

contribute toward their own retirement just like nearly every American 

worker.  

 
22 Sevall, Exh. SS-1T at 18:5-6. 
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PMSA also agrees with Staff that MEP transition costs should not be 

recovered until there is an actual implemented plan to evaluate. Witness 

Van Meter testifies that recovery should be deferred “to a future rate case 

when the retirement plan is implemented and the benefits (savings realized) 

matches the benefits of the transition with the costs of the transition and 

allows parties to judge the prudency of the transition costs.”23 Ratepayers 

should not fund speculative transition expenses for a plan that may never 

receive federal approval.  

Finally, PMSA also agrees with Staff’s implicit recognition that the 

current system cannot continue unchanged. By requiring pilot contributions 

and deferring transition costs, Staff acknowledges that the status quo is 

unsustainable.  

 

Q: Has Staff offered any evidence in this case that tends to support 

PMSA’s 6% approximation of an “employer match” approach? 

A: Yes, Exhibit MM-64 presents Staff’s response to PSP DR 6 and the link to a 

Washington state PERS webpage, a current print-out of which is included. 

The current rates, effective July 1, 2025, are a “Member Contribution Rate” 

of 6% and an “Employer Contribution Rate” of 5.58%. This is very similar to 

what PMSA proposes.  

 

Q: Where does PMSA disagree with Staff’s approach?  

A: PMSA disagrees with Staff on the amount and structure of the contribution, 

and we defer to the expertise of PMSA witness Susan Hoffman on what 

 
23 Van Meter, Exh. TVM-1T at 4:14-17. 
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constitutes appropriate retirement funding for highly compensated self-

employed individuals.  

Staff’s 33% pilot contribution, while well-intentioned, still leaves 

ratepayers exposed to an uncapped and growing $4.6 million in annual cost 

subsidizing an unstable and unfair pay-as-you-go system that continues to 

accrue unlimited future liabilities. We presume that in recommending that 

“the Commission disallow $2,245,503.15 ($6,804,555 * 0.33) of PSP’s 

pension expense,” based on the policy articulated about employees typically 

providing a contribution for every contribution provided by the employer, 

that Staff intends the pilot contribution to be ongoing, not just a single 

year.24 Even then, Staff’s approach does not solve the fundamental problem 

identified in Final Order 09; rather, it merely asks pilots to share in funding 

an unsustainable system.  

If Staff intends to phase-in greater contributions over time, to insulate 

ratepayers, or to continue contributions by pilots that are combined with 

limits on DNI growth, these would be welcome improvements. But none are 

specified or detailed by Staff in their direct testimony.  

 

Q: Where should Staff’s approach on pilot contributions be focused in 

a way that makes progress towards a sustainable retirement 

system?  

A: Ms. Hoffman’s testimony provides authoritative guidance based on her over 

40 years of ERISA experience and her national recognition as an expert in 

employee benefits law. In Exhibit SKH-01T at 18:9-13, she testifies: “In my 

experience, I have rarely seen retirement benefits exceed 6% of taxable 

 
24 Sevall, Exh. SS-1T at 18:5-16. 
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compensation (employees can choose to set aside more than that in a tax-

deferred arrangement of course, such as a 401(k) plan).” This 6% standard 

represents what employers actually contribute in competitive markets for 

highly compensated employees. It is not a theoretical construct or a 

compromise number; it is a known and measurable and fair contribution 

that is representative of what pilot employers in a competitive market 

would pay. This is a reality based on decades of practice across thousands of 

employers and retirement plans.  

 

Q: Why is Ms. Hoffman’s expertise particularly relevant here?  

A: Ms. Hoffman brings exactly the kind of specialized knowledge this issue 

requires. She is a former Management Co-Chair of the ABA Labor & 

Employment Law Section’s Committee on Employee Benefits, a Fellow of 

the College of Labor and Employment Lawyers, and a Charter Fellow of the 

College of Employee Benefit Counsel. Her testimony addresses not just legal 

compliance but market practice, fiduciary standards, plan design, and the 

practical realities of retirement funding for highly compensated self-

employed individuals. 

Her opinion that DOL approval of PSP’s MEP is extremely unlikely is 

particularly significant, as it is based on her understanding of both the 

regulatory framework and the policy considerations that drive DOL 

decision-making. It validates the admission by PSP’s own witness that he 

expects the same. 

 

Q: How does PMSA’s proposal give the Commission a roadmap to a 

retirement solution that is fair to both pilots and ratepayers?  
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A: PMSA’s approach is fundamentally fair to both ratepayers and pilots in four 

critical ways.  

First, PMSA’s approach caps ratepayer exposure at a fixed, predictable 

amount tied to market standards rather than to PSP’s volatile and growing 

pay-as-you-go costs. The contribution will grow over time at 6% of DNI or 

50% of SEP-IRA limits, whichever is greater.  

Second, PMSA’s approach gives the pilots incentives and complete 

flexibility to initiate and manage the transition. It is appropriate that 

neither the Commission nor ratepayers manage this decision for the pilots. 

The pilots’ retirement system results from a decision that the pilots 

originally made for themselves, and the pilots can decide how to best 

manage that decision for themselves. The pilots understand that the longer 

they wait, the higher the liability grows while their actual distributable 

income levels decrease as a result. The pilots can use the market-based 

contribution to continue funding current retirees, establish individual pilot 

accounts, pursue the MEP if somehow approved, or adopt any combination 

of approaches, instead of keeping PSP locked into the current pay-as-you-go 

structure with no pathway to a sustainable funded system.  

Third, PMSA’s approach aligns with Commission precedent on 

distinguishing between essential expenses necessary to provide service and 

discretionary choices by the monopoly service provider. Retirement plan 

structure is PSP’s choice, but ratepayer contribution should be limited to 

what the market demonstrates is necessary and appropriate.  

Fourth, PMSA’s proposal is the only approach that addresses 

intergenerational inequities that currently compel a present-day vessel to 
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pay pilotage rates that include compensation for now-retired pilots based on 

services performed years earlier. 

 

Q: What is PMSA’s position on PSP’s request to continue indefinite 

recovery of pay-as-you-go pension expenses?  

A: PMSA opposes that request entirely. PSP asks the Commission to continue 

funding an admittedly unsustainable system with no pilot contributions 

while waiting indefinitely for a federal approval that is extremely unlikely 

to ever arrive.  

 

Q: Why should the Commission act now to adopt the PMSA approach 

instead of the PSP and Staff proposals? 

A: PMSA’s approach offers several advantages compared to the PSP and Staff 

proposals for seven reasons: 

First, it protects ratepayers by capping exposure at a predictable, 

market-based level. The annual ratepayer contribution of $36,000 per pilot 

(approximately $2.0 million total) represents what competitive employers 

actually contribute for highly compensated employees.  

Second, it eliminates unlimited future liability. Under both PSP’s and 

Staff’s approaches, ratepayers remain exposed to a pay-as-you-go system 

whose costs will grow as pilots and their surviving spouses live longer, as 

benefit promises increase with growing DNI levels, and as the unfunded 

liability compounds under an umbrella of uncertainty regarding the volume 

of ship calls. PMSA’s approach ends this exposure for ratepayers.  

Third, it provides PSP with complete flexibility. PSP can use the market-

based contribution however it chooses—to continue funding current retirees 
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during a transition, to establish new or fund current individual pilot 

retirement accounts, to fund the MEP if somehow approved, or any 

combination. This flexibility allows PSP to manage its own affairs without 

locking ratepayers into funding specific structures.  

Fourth, it aligns with Commission precedent distinguishing essential 

from discretionary expenses. As the Commission has repeatedly held, 

ratepayers fund essential costs of providing service, not discretionary 

choices by the monopoly. Retirement plan structure is PSP’s choice. The 

ratepayer obligation is limited to a market-appropriate contribution level.  

Fifth, it implements the Commission’s directive from Final Order 09. 

The Commission found PSP’s system “fiscally unsound” and directed 

transition. PMSA’s proposal actually implements that transition by moving 

to a sustainable, market-based funding mechanism.  

Sixth, it is based on authoritative expert testimony. Ms. Hoffman’s 

opinion that 6% of compensation represents typical retirement benefits for 

highly compensated employees is grounded in 40 years of actual practice 

across thousands of plans and employers. This is not theory—it is market 

reality. By contrast, PSP’s expert has shown to be less than forthcoming 

about the novelty and risks of the pathway he has been advocating and 

lobbying for.  

Seventh, PMSA proposes to treat this retirement benefit as 

compensation, not just an organizational expense. This is shown in Exhibit 

MM-50 lines 7 to 9 and line 10b. Retirement benefits are commonly 

understood as part of employee compensation, i.e., payment or 
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remuneration.25 The Staff proposal does not move these payments into the 

pilot compensation column where it belongs, but PMSA’s proposal does.  

 

Q: Does PMSA’s approach still allow pilots to have defined benefit 

retirement if they choose?  

A: Certainly, it is their money, and they can make whatever decisions they 

wish. This result keeps the Commission and ratepayers out of the business 

of managing this decision for the pilot-owners of PSP. For instance, as Ms. 

Hoffman testifies at Exhibit SKH-01T at 14:15-17, “any pilot can establish a 

single-person defined contribution program, like a solo 401(k) or SEP-IRA, 

or a single-person defined benefit plan, and use some portion of the taxable 

compensation to fund that plan.” Furthermore, Ms. Hoffman notes that PSP 

could “provide a prototype plan and/or a pooled investment arrangement, to 

reduce the administrative cost that would otherwise apply to a number of 

individual plans.” This pooled investment approach “would allow those 

pilots who want a qualified defined benefit plan to have one” while ensuring 

that “no pilot would be exposed to financial shortfalls that arose in another 

pilot’s plan.”  

The key point is that PMSA’s proposal provides pilots with substantial 

retirement funding: $36,000 per pilot annually. In my direct testimony, I 

show how such contributions can over a career, with investment returns, 

accumulate to significant retirement assets. How pilots choose to structure 

those retirement benefits is up to them. If pilots want a more expensive 

retirement structure than the market-based contribution funds, they can 

 
25 Compensation, Merriam-Webster.com, https://www.merriam-

webster.com/dictionary/compensation (last visited Feb. 2, 2026).  

https://www.merriam-webster.com/dictionary/compensation
https://www.merriam-webster.com/dictionary/compensation
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contribute additional amounts from their own DNI. But ratepayers should 

not be required to fund retirement benefits that exceed market standards 

for highly compensated employees.  

 

3. Legal and consulting fees need to be further reduced. 

 

Q: Does PMSA agree with Staff on PSP general and UTC legal and 

consulting expenses? 

A: Partially, but PMSA also recommends the Commission (1) continue to 

strictly impose substantially the same level of review on these expenses as 

implemented in Final Order 09 to ensure that these expenses are 

reasonable; (2) ensure that legal and consulting expenses are based on PSP 

meeting its burden of proof; and (3) reflect the Commission’s declining 

tolerance for excessive rate case expenses and PSP’s pattern of re-litigating 

settled issues. As I stated in my direct testimony, PMSA supports recovery 

of reasonable and necessary legal and consulting expenses, including:  

• Continuation of amortization schedules from prior rate cases.  

• Reasonable fees for legitimate issues.  

• Reasonable fees which address specific general operational issues.  

 

Q: How should the Commission evaluate these expenses? 

A: Under RCW 81.116.030(5), PSP must prove all expenses included in rates 

are “reasonable, necessary expenses.” The Commission has held that this 

burden requires PSP to provide sufficient documentation and justification 

for the Commission to assess reasonableness. 
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The Commission has established clear precedent in Final Order 08, 

¶¶ 285-286: “PSP has provided little evidence to establish that these are 

reasonable, necessary expenses.” 

When PSP “provided heavily redacted invoices in response to PMSA data 

requests, which do not provide any insight into the issues being addressed 

by its attorneys or the reasonableness of those hours,” the Commission 

disallowed the entire $335,903 in general legal fees. 

The same standard applies here. Where PSP provides insufficient 

documentation and explanation, the Commission should disallow the 

expenses. PSP should not be allowed to simply hide behind confidentiality 

for any level of expense they choose with the expectation that it will be 

recovered in rates – this approach provides no incentive to manage costs in 

what should be an increasingly streamlined rate setting process. 

 

a. General legal. 

 

Q: Is PMSA in agreement with Staff’s recommendation for general 

legal expenses? 

A: Yes, the Staff and PMSA amounts are the same, but for different reasons. 

Staff recommends denial of a restating adjustment into the General Legal 

ledger of the expenses of Leech Tishman, on the basis that these fees are for 

retaining legal services for an MEP program that does not exist.26 PMSA 

agrees, as I stated in Exhibit MM-01T 128-131, but on the basis that the 

$118,615 for Leech Tishman are not legal fees but rather MEP lobbying 

costs. 

 
26 Van Meter, Exh. TVM-1T, 4:12–5:2. 
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Staff has also signaled that they will be supporting the pro-forma 

adjustments of General Legal fees of $53,255.50 after having testified that 

was contesting $51,523 of that amount, as shown in Exhibit MM-65 (Staff 

Response to PSP DR 12). As discussed in my direct testimony, in Exhibit MM-

01T at 119-121, PMSA also supports the pro forma General Legal fees of 

$53,255.50. 

 

b. General consulting. 

 

Q: Is PMSA in agreement with Staff’s recommendation for recovering 

General Consulting expenses of $210,999.38? 

A: Partially, as PMSA supports the Staff downward adjustment of $26,400 

resulting in Staff recommending general consulting expenses of 

$210,999.38. This adjustment is calculated at Exhibit MM-66, Sch. 2.19. 

In addition, PMSA also requests further reductions of $75,331. These 

reductions include $34,176 paid for “Studies for 2022 Rate Case” which are 

not replicable expenses in a future rate year and $41,155 paid to Tabler 

Consulting, LLC, for various undescribed and unknown general consulting 

purposes. As a result, PMSA would support a General Consulting recovery 

amount of $135,668.38. 

 

Q: What are the grounds for disallowing the $34,176, paid for “Studies 

for 2022 Rate Case”? 

A: These were payments for services provided in 2022, well before the Test 

Year, and are not replicable expenses in the rate year, as shown in Exhibit 

MM-67 (PSP Response to PMSA DR 120). 
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Q: What are the grounds for disallowance of the $41,155 paid to Tabler 

Consulting? 

A: In Final Order 08, paragraph 296, the Commission disallowed $64,072 in 

fees paid to Tabler Consulting, finding that “PSP provided redacted invoices 

that only showed the cost and dates” without adequate documentation of 

services performed. Now, the Tabler Consulting fees are even larger, but 

with identical deficiencies. The total amount PSP paid to Tabler in 2024 is 

$78,282, made up of the $41,155 in general consulting costs plus $37,127 in 

UTC consulting costs (which will be addressed below).  

Tabler Consulting’s general consulting contract dated January 2025 is 

curiously narrow in scope, limited to providing consulting related to “factual 

and historical matters relevant to treaties and statutes affecting pilotage.” 

Exh. MM-68 at 3-4 (PSP Response to PMSA DR 121). A second contract dated 

November 2024 was for specific UTC consulting.27  

Despite the deficiencies that the Commission specifically pointed out 

previously regarding fees paid to this same vendor in this same consulting 

expense category, no general consulting invoices or descriptions were 

included with the PSP filing of Tabler Consulting’s work. Four of five 

invoice descriptions in the ledger of general consulting expenses Staff plan 

to include in the revenue requirement show only an invoice number and 

dates. The actual invoices are equally vague; for example, one 

representative Perkins Coie invoice shows Tabler billed $11,602.50 with 

solely the description “Professional Services - June 12, 2025 - July 13, 2025,” 

 
27 Id. at 5-6. 
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nothing more.28 These are the same problems which led to these expense 

denials in the prior rate case.  

I also find it concerning that the contract that was provided to justify the 

Test Year expenses for Tabler Consulting under General Consulting in 2024 

wasn’t entered into until January 2025. An equally troubling timing of a 

contract versus billing problem exists for the Tabler Consulting expenses 

under UTC Consulting billing as well. 

 

c. UTC and rate case legal and consulting. 

 

Q: Does PMSA agree with Staff’s proposal to award $1,785,000 in rate 

case expenses, $201,100 in UTC Consulting, and $391,373 in UTC 

Legal? 

A: PMSA recommends a lower amount for these expenses, as the proposed sum 

is excessive and inconsistent with established precedent. In the very first 

UTC pilotage rate case, Docket TP-190976, the Commission authorized the 

rate case legal expenses of $785,645, and of that amount 50% was set as 

foundational with a seven-year recovery. 

This is now PSP’s third time through this process. We have a robust set 

of metrics and formulas that are easy to administer and apply. The costs of 

the process should be going down, not up.  

Further, the PSP business is simple, and the organization is small. 

There are no complex or complicated capital markets, shareholders, revenue 

bonds, or underwriters to navigate. No rulemaking of any significance is 

occurring in this area. There are just no objective or reasonable ways to 

 
28 Exh. MM-69 at 6 (PSP Response to Staff DR 28, Attachment 3). 
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argue the need for growing legal and consulting expenses as compared with 

that foundational case.  

 

Q: Why did the Commission authorize lower expenses for the first rate 

case? 

A: The Commission recognized in Final Order 09, “PSP’s rate case legal 

expenses will provide an ongoing benefit to the organization for several 

years as it transitions to working with a new rate-setting authority.” 

Accordingly, the Commission split the $785,645 in rate case legal expenses: 

• Half ($392,823) as “intermediate” expenses amortized over 3 years 

• Half ($392,823) as “foundational” expenses amortized over 7 years 

  This set annual recovery at $187,058 for the first three years. 

 

Q: Should the third rate case cost more than the first rate case? 

A: No. PSP is refusing to recognize the ongoing benefits of the foundational 

rate case and is fighting the transition to the Commission’s approach to 

rate-setting. By this third rate case, expenses should be lower than the first 

case because the first case established foundational precedents on DNI 

methodology, revenue formulas, vessel traffic projections, operating 

margins, expense recovery, and regulatory accounting principles. These 

don’t need to be re-litigated. 

PSP has extensive experience now with UTC procedures, evidentiary 

standards, and regulatory requirements. There should be no more “learning 

curve” expenses. Final Orders 09 and 08 provide clear guidance on 

numerous issues. PSP should simply follow those precedents rather than 

building cases around re-litigating these points or hiring consultants to re-
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argue them. Further, PSP should have developed template exhibits, 

standard workpapers, and efficient processes to reduce consulting time. 

There is no need to “reinvent the wheel” for each rate case. 

 

Q: What is the appropriate level for third rate case legal and 

consulting expenses? 

A: The third rate case expenses should not exceed the first rate case level of 

$265,583 per year for three years, with legal expenses amortized at 

$187,058 per year and consulting expenses amortized at $78,525 per year. 

In fact, they should arguably be lower given that no “foundational work” 

remains and all parties are experienced with UTC proceedings. 

The Commission in Final Order 08 acknowledged PMSA’s concerns that 

“PSP may have incurred excessive costs by re-litigating issues decided in 

Final Order 09” but declined to limit recovery because it was only the 

“second general rate case” and a “relatively novel proceeding.” 

This is now the third general rate case. It is no longer “novel.” The 

Commission’s patience with escalating legal expenses should be exhausted. 

 

Q: What disallowance does this ground support? 

A: PMSA would request that ratepayers only be asked to pay for rate case–

specific costs equal to the Docket TP-190976 First Case three-year level of 

$265,583. When compared to the Staff recommended amount of $595,000, 

this is an additional disallowance of $329,417. This reduction recognizes 

that PSP has had two previous rate cases to establish foundational 

precedents and develop efficient processes. Ratepayers should not continue 
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funding ever-escalating legal expenses for what should now be routine 

regulatory filings. 

 

Q: Did you testify in the last rate case about legal and consulting 

expenses for re-litigation? 

A: Yes. I identified specific issues where PSP has re-litigated matters 

definitively resolved in prior rate cases: 

PSP has submitted legal and consulting arguments and 
testimony that are excessively repetitive of issues definitively 
dispensed with in the prior rate hearing, that should be 
excluded or are otherwise unhelpful to the decision of the 
Commission . . . .29 

In that case I also provided an exhibit listing testimony the costs for which 

should not be passed along to ratepayers.30 These principles are even more 

pressing now in this third rate case. 

 

Q: Why is it important to disallow re-litigation expenses? 

A: As I explained in my testimony in Docket TP-220513, 

The prior rate case before the Commission in TP-190976 was an 
exhaustive and comprehensive process that included a slew of 
PSP legal and consulting costs. It concluded with foundational 
conclusions of law that were not challenged by any party and 
that are now in the process of being implemented. As a result of 
the foundational aspect of the prior rate case, the Commission 
provided a seven-year amortization schedule for recovery of 
foundational PSP legal and consulting expenses.31 

The purpose of that seven-year amortization was precisely to recognize that 

foundational issues were settled. When PSP ignores those settled matters 

 
29 Docket TP-220513, Moore, Exh. MM-1T at 51:21-24. 
30 Docket TP-220513, Moore, Exh. MM-15. 
31 Docket TP-220513, Moore, Exh. MM-1T at 52:7-13. 
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and re-litigates them, it defeats the purpose of the Final Order 09 

amortization and forces ratepayers to fund multiple rounds of argument on 

the same topics. 

 

Q: Can you quantify the legal and consulting expenses attributable to 

re-litigation? 

A: I can only provide a conservative estimate, but I would say half of UTC legal 

fees and rate case expenses in PSP’s testimony and exhibits focus on 

rehashing previously settled issues. I believe this is a conservative estimate 

because of the number of prominent examples of re-litigation, including 

litigation of matters while disregarding Commission instructions. These 

include: 

1. Pilot Compensation Comparisons: PSP again relies on national 

comparisons rather than using the established attract–and–retain 

standard, DNI-based formulas, and historical averages, despite repeated 

Commission findings that such comparisons are flawed and unreliable. 

2. Revenue Formula: PSP’s new operating margin proposal seeks to re-

write the well-settled revenue formula and substitute a new 12% 

operating margin without adequate justification, revisiting issues settled 

in prior cases. 

3. Transportation Expenses: PSP again proposes commute cost 

adjustments and abandonment of historical data methodology, despite 

Commission rejection of this same argument by PSP in both Final Order 

09 and Final Order 08. 

4. AAL: PSP refuses to provide even baseline efficiency and productivity 

analysis. 
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5. Vessel Projections: The Commission specifically asked for clear and 

concise vessel projections. PSP refused to give any clear number and 

ignored six months of data that would have immediately undermined its 

narrative that it needs to fund more pilots to handle high assignment 

levels.  

Each of these matters led to PSP’s incurring legal and consulting resources 

to research, brief, and argue its positions that the Commission has already 

rejected or about which the Commission has given PSP a specific direction. 

If PSP wants to renew arguments that have already been decided and 

dismissed by the Commission, then it needs to do so on its own dime. The 

ratepayers should not have to again subsidize such choices against their 

own interest. PMSA’s recommended 50% allowance re-emphasizes this by 

fairly splitting the costs of PSP’s insistence of re-litigation straight down the 

middle. 

 

Q: Above you mentioned that Tabler Consulting was paid across two 

consulting accounts.  

A Yes, in this case, PSP paid Tabler out of the UTC Consulting account 

$36,127. The same problems exist in the UTC Consulting account that 

occurred in the General Consulting account: most invoices provide no 

description beyond generic invoice numbers. The one exception: an invoice 

labeled “MEP RESEARCH PROJECT.” Not only is this work non-recurring, 

but the irony is three-fold. First, PSP is supposedly already fully committed 

to this pathway, so why do post-commitment research? Also, why hire 

Tabler when PSP has retirement benefits counsel on retainer? Third, in 

Final Order 08 the Commission admonished PSP for not following prior 



 
 
 
 

 

CROSS-ANSWERING TESTIMONY OF  
CAPTAIN MICHAEL MOORE 
Docket TP-250574 

 

Exh. MM-49T 

Page 85 

 
 

180752420.5 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

Commission direction about holding workshops with PMSA and Staff, but if 

it had, that would have been the appropriate time and place for retirement 

pathway research. 

All Tabler Consulting expenses should continue to be disallowed 

consistent with Final Order 08 for lack of justification. This means a 

reduction of $36,127, leaving a base UTC Consulting amount of $164,973. 

 

Q: What does PMSA recommend for these UTC legal, UTC consulting, 

and Rate Case expenses? 

A: PMSA recommends the following: 

Rate Case Specific Legal Costs:   $187,058 per year for 3 years 

Rate Case Specific Consultant Costs: $78,525 per year for 3 years 

UTC Legal (50% of $391,373):   $195,687 

UTC Consulting (50% of $164,973):  $82,487 

     TOTAL:  $543,757  

 

Q: How does this compare to Staff’s position? 

A: This is roughly half of Staff’s recommendation of the following: 

Rate Case Specific Total Costs:   $595,000 per year for 3 years 

UTC Legal      $391,373  

UTC Consulting:      $201,100 

     TOTAL:  $1,187,473  
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D. PMSA and PSP agree on framework for new capital expense charge. 

 

Q: Will PMSA and PSP present a partial settlement on a proposed 

Capital Expense Charge? 

A:  Yes. 

 

Q: In your expense summary, what amount are you using for this 

charge? 

A: I am using the $570,000 described in the PSP testimony in Exhibit AML-

01T at 40, which is based on a total cost of projects of $5.7 million, paid out 

over 10 years, including interest and taxes. If the Commission approves the 

partial multiparty settlement, this amount will be available only after the 

Commission approves the specific costs after future compliance filings. 

 

XI. ATTACHMENT A SUMMARY 

 

Q: In your direct testimony (Exh. MM-01T at 192:15–198:9), you 

provided a first draft of comparisons (Exhs. MM-36 and MM-37) that 

you noted were subject to completion in your cross-answering 

testimony upon review of Staff’s expense testimony. Have you now 

completed the comparisons? 

A: Yes. I provided Exhibit MM-50, discussed in Section II above,  as an update 

to Exhibit MM-36. I am also providing Exhibit MM-70, which is an update 

to Exhibit MM-37. As discussed in Section II above, Exhibit MM-50 is a 

summary table comparing the positions of parties based on the direction 

and template the Commission provided in Final Order 08 at paragraph 64. 
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Exhibit MM-70 is a complete, updated version of the required Attachment A 

to Final Order 08.  

 

Q: Would you like to explain any of your revisions to these two 

exhibits? 

A: Yes. Some of my revisions are to facilitate comparison of the parties’ 

positions. 

First, both Exhibit MM-70 and in Exhibit MM-50 include only one 

proposed TDNI revenue requirement for PMSA (the three-year average for 

2022-2024) instead of the two options I described in my direct testimony 

(i.e., the three-year and the four-year average for 2021-2024). I would still 

encourage the Commission to consider both as options, but PMSA is neutral 

on which is selected. They are similar, and either could be used without 

disturbing the balance of the expenses positions, which are recommended 

independent of the TDNI calculations selected.  

Second, Exhibit MM-70 provides only PMSA’s proposed adjustment 

summary. Because Exhibit MM-50 provides a side-by-side for all three 

parties, this makes the “Attachment A” cleaner. I presume the Commission 

can then compare all three parties’ summaries.  

Finally, also for ease of comparison in Exhibit MM-50, rather than 

reflecting multiple scenarios for Staff range of DNIs, I’ve included one 

column based on the most viable Staff recommendation, which is the low 

end of Staff’s range. As with the PMSA column above, any other points on 

Staff’s range could be substituted without disturbing the balance of the 

expenses positions as those are independent of which TDNI calculations are 

selected. 
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XII. CONCLUSION 

 

Q: Does this conclude your cross-answering testimony? 

A: Yes. 

 


