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PUGET SOUND PILOTS

PREFILED REBUTTAL TESTIMONY (NONCONFIDENTIAL) OF
CAPTAIN ERIC C. KLAPPERICH

I. INTRODUCTION

Are you the same Eric C. Klapperich who submitted Prefiled Direct
Testimony on July 29, 2025 on behalf of Puget Sound Pilots (“PSP” or the

“Company”) in this proceeding?

Yes, on July 29, 2025 I filed the Prefiled Direct Testimony of Eric C. Klapperich,

Exhibit ECK-01T, and 6 supporting exhibits (ECK-02 through ECK-07).

What is the purpose of your rebuttal testimony?

My rebuttal testimony responds to the testimony of Tiffany Van Meter on behalf
of Commission Staff (“Staff’)! and the testimony of Michael Moore on behalf of
the Pacific Merchant Shipping Association (“PMSA”).? Both witnesses testify to
certain aspects of PSP’s proposed Transportation Charge, which my initial

testimony described in detail.

What issues do each of these witnesses raise?

Staff proposes to increase the Transportation Charge from $168.20 to $219.12,
based on applying the inflation rate to the rate adopted in 2019. Staff does not

approve of PSP’s request because of concerns it raises with the difference in costs

' Exh. TVM-IT.
2 Exh. MM-01T.
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II.

between vendors, wait and cancellation charges, and based on certain individual

nvoices.

PMSA proposes an increase to the Transportation Charge from $168.20 to
$183.05 per assignment.> PMSA criticizes PSP’s proposed change in recovery of
transportation expenses, argues that the costs of repositions should not be
included in the Transportation Charge, and claims that it is not fair to industry to
reimburse pilots for transportation from their places of residence (among other

things).

My testimony first discusses the fact that PSP’s actual costs are not being
recovered with the existing Transportation Charge. I then address Staff and

PMSA’s arguments in turn.

PSP’S ACTUAL COSTS ARE NOT RECOVERED WITH THE EXISTING
TRANSPORTATION CHARGE

Does either party contest the fact that PSP’s proposed Transportation

Charge reflects the actual costs of transportation from the test year?

No. While Staff and PMSA both propose an alternate transportation charge,
neither party denies the fact that PSP’s proposed Transportation Charge of
$233.93 reflects the average transportation expense per vessel for the test year
(with adjustments for projected vendor rate increases). Staff witness Van Meter

acknowledges in her testimony that the current tariff rate for transportation does

3 Exh. MM-01T at 182:14.
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not cover PSP’s test year transportation expenses and agrees that an increase to

the transportation rate is appropriate.*

Why is it important that PSP’s proposed Transportation Charge reflects

PSP’s actual costs?

These costs are known and measurable and reflect PSP’s actual costs of
transportation in the test year. They are reasonable and prudently incurred and
should be recoverable through rates. Also, in accordance with UTC accounting
practices, PSP continues to improve its record-keeping and transparency efforts

with respect to their transportation policies.

As I discuss in detail later, Staff and PMSA either avoid discussing or directly
criticize PSP’s Transportation Policy, and neither party has contested the fact that
PSP actually incurred these costs in the test year. As my testimony seeks to
explain, PSP’s Transportation Policy is reasonable and well-suited for allowing
pilots to travel to and from their assignments safely, while following fatigue-
management recommendations.’ No party has challenged my initial testimony
describing the way PSP’s Transportation Policy seeks to reduce fatigue, stress,
and associated safety risks before and after assignments. Neither Staff nor PMSA
has challenged the importance of fatigue management. They have also not
articulated how or why retaining the historical method of calculating the

transportation charge will address those important goals.

4 Exh. TVM-1T at 15:4-8.
5 See Exh. ECK-01T at 12:7-20:21.
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Currently, PSP is not recovering its actual costs of transportation, which are
necessary for the operation of its business. For that reason, PSP should be allowed

to recover its actual costs in rates at the proposed adjustment to $233.93.

Q. Does PSP’s proposed change to the Transportation Charge reflect the

direction from the Commission in previous rate cases?

A. Yes. In Docket TP-190976, the Commission described concerns with PSP’s three-
month transportation study, the use of affiliated interests, and the change in
practice from the BPC model, and the Commission found that PSP had not
provided sufficient “justification for this change in practice for transportation
reimbursement.”® In Docket TP-220513, The Commission found that “PSP again
failed to justify its request for recovering a broader range of pilot transportation

»7

expenses,”’ stating that PSP had not provided sufficient explanation for certain

aspects of its Transportation Policy.

In PSP’s view, the Commission rejected PSP’s transportation adjustment in both
cases not because the Commission determined PSP’s approach was outright
unreasonable, but because PSP had not given enough explanation to justify the
change. That is exactly what my testimony has tried to do. In my initial testimony
and in this rebuttal, I explain why expenses are recoverable for travel between

pilots” homes and their assignments,® why PSP sometimes utilizes affiliated

¢ WUTC v. Puget Sound Pilots, Docket TP-190976, Final Order 09 at 9 269 (Nov. 25, 2020)
(“Order 097).

T WUTC v. Puget Sound Pilots, Docket TP-220513, Final Order 08 at 4 38 (Aug. 10, 2023)
(“Order 08”).

8 Docket TP-220513 Order 08 at 4 350; ECK-01T at 18:14-20:11.
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transportation vendors,” why PSP has moved away from the historical system of

transportation reimbursement,'® why the change in practice is a “reasonable

expense for ratepayers to bear,”!!

and why it is reasonable and beneficial for

pilots to live throughout the Puget Sound pilotage district.'? The Puget Sound

Pilotage District is a large district, and PSP’s transportation practices are

reasonably calibrated to address this challenge. PSP allows its pilots to travel

from home to ensure its pilots are well rested and arranges reasonable travel

throughout the large geographic area.

PSP continues to improve accounting practices and transparency by presenting a

“pro forma” adjustment'? and by presenting transportation expenses for the full

test year, rather than a three-month study.'# In short, my testimony responds

directly to direction given by the Commission in both previous rate cases and

seeks to address the Commission’s concerns. It is true that PSP has updated and

modernized its transportation policy. My testimony tries to explain why that

change is justified, reasonable, and in line with the best current safety and fatigue

mitigation practices.

® Docket TP-220513 Order 08 at  350; Exh. ECK-01T at 28:14-31:6.

19 Docket TP-220513 Order 08 at § 349; Exh. ECK-01T at 6:9-8:5, 12:7-20:11, 24:3-20.
' Docket TP-190976 Order 09 at § 269; Exh. ECK-01T at 6:9-8:5, 12:7-20:11, 21:2-24:20.

12 Docket TP-190976 Order 09 at § 270; Exh. ECK-01T at 19:11-20:11.
13 Docket TP-190976 Order 09 at § 267.
14 7d. at 9 266.
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III. RESPONSE TO STAFF’S TESTIMONY

Q. What has Staff proposed in response to PSP’s proposed Transportation

Charge?

A. Staff witness Van Meter acknowledges that PSP is not recovering its actual
transportation costs through its current tariff rates and agrees that an increase to
the transportation rate is appropriate due to rising costs.'> However, instead of
approving PSP’s proposed increase (which reflects actual costs in the test year),
Staff recommends an increase to the Transportation Charge in line with yearly
inflation since 2019.!® Staff describes this as recognizing “the need for an increase
without Staff getting into the specifics of how pilots choose their

transportation.”!’

Q. Is it reasonable for Staff to seek to avoid “getting into the specifics” of how

pilots choose their transportation?

A. No. Staff describes a few areas of concern to justify its proposal to increase the
Transportation Charge based purely on increased inflation applied to the
Transportation Charge adopted in 2019, which was based on the historical BPC
model of calculating transportation expenses. But due to modern-day scientific

recommendations related to safety and fatigue mitigation practices,'® and the

15 Exh. TVM-I1T at 15:4-8.

16 Exh. TVM-I1T at 17:20-18:6.

17 Exh. TVM-IT at 18:5-6.

18 See Exh. ECK-01T at 12:7-20:11.
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BPC’s change of the definition of assignment,'” PSP changed from historical
practices, and pilots are now required to make transportation choices that are
allowable under state and federal tax laws, reliable, and geared towards safety and
fatigue management. While I appreciate Staff’s acknowledgement of the need for
an increase to the transportation rate, I believe it is fully appropriate for Staff to
“get into the specifics” of PSP’s policy, which will allow the Commission to

approve recovery of PSP’s actual known and measurable transportation costs.

Q. How do you respond to Staff’s statement that Staff does not support recovery

of PSP’s actual costs based on one specific air travel invoice??’

A. PSP’s Transportation Policy gives pilots the ability to take advantage of air travel.
There are times when air travel is more efficient, prudent, and less expensive than
ground transportation, or may be the only available mode of travel. Depending on
where a pilot will rest and the location of the assignment, air travel between Gig
Harbor and ports in the north like Anacortes or Cherry Point can also be cost
effective—and significantly faster. It should also be noted that there are numerous
instances where multiple pilots travel together on a single flight, sharing the cost
between pilots. This goes the same for pilots traveling by car, especially to and

from Port Angeles.

In addition, traffic conditions in the Puget Sound Pilotage District can be severe,

and in some cases air travel is the most efficient—and sometimes the only

19 See Exh. ECK-01T at 13:1-10.
20 Exh. TVM-1T at 16:3-7.
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practical—means of traveling long distances to or from an assignment while
adhering to PSP’s policies and operational needs. Ultimately, pilots are
responsible for fatigue mitigation before and after their assignments in accordance
with established policy, and the impact of spending hours in a car or driving on
congested interstate corridors before and after assignments must be taken into

consideration when evaluating transportation decisions and associated costs.

Staff’s critique of this specific air travel invoice is limited to the basis that it
would have been less expensive compared to non-air transportation.?! This
critique ignores the other relevant factors discussed above. Although cost is a
relevant factor in transportation choices, other factors, such as distance, current
traffic conditions, vendor availability, fatigue and stress, and efficiency must also

be considered.

Q. What were the reasons for the use of air travel on the instance noted by Staff
in April 2024?
A. Staff points to an invoice from April 2, 2024, in which a pilot took air travel from

Bellingham to Gig Harbor (not from Gig Harbor to Bellingham, as Staff
incorrectly states).?? Staff criticizes this invoice because it is “$295.76 more than
what Staff calculated it would be if the pilot would have traveled with either of

the two most expensive non air transportation” vendors.??

21 Exh. TVM-1T at 16:1-7.
22 Exh. TVM-1T at 16:1-7; Exh. TVM-6.
2 Exh. TVM-1T at 16:1-7.
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Before the pilot boarded the ship at the Port Angeles Pilot Station (PAPS), he had
to arrange his transportation, while taking into consideration PSP’s policy and
everything he would encounter for travel home from Cherry Point. That means
distance, hours, stress, fatigue, and traffic conditions later that afternoon. PSP’s
policy defends this type of decision for many reasons, but not limited to
efficiency, safety, and fatigue management. For this invoice in particular, the
pilot had to arrange his transportation before boarding the vessel, which is 5 to 7
hours before arriving at Cherry Point. The pilot had to consider the time of day,
method, mode, distance, traffic, hours, stress, fatigue all before boarding the ship.
The pilot arrived at Cherry Point (north of Bellingham) midday, after already
having piloted a ship the day before, needed to travel approximately 150 miles or
more to the Kitsap Peninsula during rush hour to be able to get home, and plan
rest before his next assignment, which could have been received as early as

2:00 a.m. the next day. While air travel is uncommon, given the geographical
spread of the district, it may be used for fatigue management reasons, as was done

for the invoice Staff challenged.
How do you respond to Staff’s concerns about cancellation and wait-time
charges billed by vendors such as Seattle Limo?%*

Several PSP vendors apply cancellation charges when appropriate. Sometimes,

cancellations from PSP’s customers occur after the pilot has already been

24 Exh. TVM-1T at 16:9—-17:4.
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dispatched or is en route. In those cases, the vendor has incurred real costs and

committed resources, and a cancellation fee is both justifiable and unavoidable.

With respect to wait-time charges, pilots make every effort to schedule pick-ups
as accurately as possible, but operational realities out of the pilots’ control often
make exact timing difficult. Factors such as weather, tug availability, terminal
problems, and vessel delays can change unexpectedly and directly affect vendor
arrangement times. For assignments at distant ports, or during late hours when
other vendors (like ride-shares) are not accessible, a wait-time fee may be
unavoidable, since other options are simply not available, especially when

changes happen during the pilots transit while piloting a vessel.

While ride-share services may appear less expensive in certain circumstances,
they are not always the cheapest, most practical or reliable—particularly during
early morning hours (e.g., 3:00 a.m.) in complex industrial port environments,
even in certain areas like Tacoma and Harbor Island in Seattle. In addition, ride
share vendors sometimes impose surcharges or “surge pricing,” especially in
areas where Lyft and Uber are not as prevalent or during times of peak demand.
In many cases, it is more appropriate to use one of PSP’s experienced
transportation vendors familiar with port access points, railroad activity, and
terminal infrastructure, who are credentialed (TWIC card holder — Transportation
Worker Identification Credential), to ensure pilots arrive safely and efficiently, at

their assignment or their residence. That includes vendors like Seattle Limo.
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Q. Is PSP willing to remove certain invoices from its transportation adjustment

if the Commission views them as unreasonable?

A. In general, yes. If Staff wants to challenge certain invoices included in the test
year average, PSP may disagree and seek to justify those expenses, but in general,
PSP is willing to remove certain invoices from the test year average in order to
reach an agreeable solution. However, in general, invoices should not be viewed
as unreasonable simply because they include wait times or cancellation charges,
or because they involve air travel. Air travel can be a valid means of
transportation given the size of the PSP pilotage district. The reasonableness of
transportation expenses ultimately comes down to individual circumstances, and it
is not reasonable to put universal restrictions on certain forms of travel when

those decisions are made based on a variety of factors.

Q. Did you find any errors when reviewing Exh. TVM-2?

A. Yes. I found that Staff did not consistently filter out pro forma assignments and,
in some cases, made errors when accounting for assignments. Additionally,
Sch. 1.2 had some incorrect assumptions regarding the use of ferries or other
transportation methods. Staff’s study did not include the cost of ferry travel while
always utilizing the shorter milage.?® Sch. 1.1 and Sch.1.3 also had incorrect

assumptions regarding Port Angeles arrivals and repositions.

2 For example: Holmes Harbor assignments involve a one hour launch ride to or from the Port of
Everett; Vendovi Island assignments involve a forty-five minute launch to or from the Port of Anacortes;
and Manchester fuel depot assignments normally involve driving around due to ferry dependability.
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Q. Does Exh. TVM-2 provide support for the reasonableness of the Pilots

transportation request?

A. Yes; if the Commission were to use the actual average per mile rate for PSP’s
ground-transportation vendors,?® then if Exh. TVM-2 were adjusted to use this
real-world per mile rate, the costs would be within approximately $12,000 of
PSP’s actual costs.?” This shows, in part, that simply adjusting the taxicab rate for
inflation will not reflect the actual costs incurred by the pilots. The primary reason
is that pilots cannot and have never relied on taxi cabs to the various ports
throughout the Puget Sound particularly during late hours. Rather than simply
adjusting for inflation, the Commission should establish a transportation charge in
line with PSP’s proposal, which reflects the actual costs of transportation

throughout the pilotage district.

Q. How do you respond to Staff’s transportation calculations relying on Seattle-
based taxi rates, and do those rates reasonably reflect PSP’s actual

transportation costs across the district?

Staff’s explanation shows the futility in continuing to apply an outdated historical
model of transportation charges to the modern day. Assignments do not originate
in the Seattle office, and pilots rarely take taxis to their assignments. For all of the

previous reasons described, the landscape of PSP’s operations today requires

26 See Exh. ECK-09 (Average Ground Vendor Cost With Miles-Based Rates), This would, for the
purpose of argument, exclude air travel.

27 PSP has other disagreements with the assumptions in Exh. TVM-2, some of which are discussed in
this testimony.
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greater flexibility for choice of transportation. Staff’s recommendation does not
address my initial testimony, which described in detail the safety, efficiency, and
other reasons to adapt or change the methodology for approving and funding
transportation expenses for pilots. Rather than approximating transportation
expenses based on hypothetical distances between the Seattle office and ports of
assignment, it is both practical, realistic, simple, and—compared to inflation from
2009—potentially cost-saving to simply fund PSP’s actual transportation costs,
rather than attempting to approximate hypothetical costs based on outdated

methods.

Witness Van Meter’s testimony states that the current transportation rate of
$168.20 was established “based on historical transportation expenses from
2015-2019 and has not increased since PSP’s first rate case with the
Commission in 2019.”28 She then proposes to increase the Transportation

Charge based on inflation since 2019. Do you agree with this assessment?

PSP appreciates Staff’s recommendation to increase the Transportation Charge to
$219.12 in recognition of the fact that costs have increased in recent years.
However, Staff’s adjustment fails to acknowledge the actual extent to which the
transportation charge has not been updated. In the 2019 rate case, the Commission
adopted a transportation charge of $168.20 “based on historical costs under the

current tariff.”?° The “current tariff” referred to WSR 09-12-072, the Permanent

28 Exh. TVM-01T at 14:1-9.
2 Order 09 at 9 273.
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Rule of the Board of Pilotage Commissioners, which set transportation charges
based on the distance from the Seattle office to each port according to taxi rates at
the time.*® WSR-09-12-072 was adopted on July 1, 2009.3! Therefore, the
$168.20 transportation charge is an average calculation of the cost of taxi fare
from PSP’s Seattle office to ports around the Puget Sound region based on faxi

rates from 2009.

I make this point only to emphasize that—while Staff is correct the $168.20 figure
requires updating for inflation since 2019—it is actually a significantly more
outdated number, which helps explain PSP’s ongoing underfunded per assignment
rate. It is important to note, that calculating inflation from 2009 to 2026 would
lead to an even greater increase in the Transportation Charge than PSP is

requesting.®

Currently, PSP is not proposing to change the Transportation Charge based on an
inflation factor applied to the 2009 charge. As previously explained in testimony
and in this rebuttal, it is more appropriate for PSP to recover its actual costs and to
leave the outdated, historical model of taxi fares behind. The debate between the
parties surrounding inflation as applied to 2009, 2019, or 2022, and the confusion
surrounding mileage from Seattle to other ports, taxi rates vs. vendor rates, and
repositions, all show that the historical method of calculating the transportation

charge leads to increasingly abstract methods of calculating a fair rate, divorced

30 Exh. ECK-03.
d.
32 See Exh. ECK-01T at 24:5-15.
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from the reality of actual costs. PSP’s approach is simpler, more easily

reviewable, and is connected to the reality of PSP’s business operations.

IV.  RESPONSE TO PMSA’S TESTIMONY

What is PMSA’s response to the proposed Transportation Charge?

As described by PMSA witness Captain Moore, PMSA supports a “marginal”
increase from $168.20 to $183.05 per assignment.>* PMSA claims this increase is
reasonable because it is closer to the calculated figure for the $168.20 charge
increased for inflation since 2022. PMSA also opposes the inclusion of
repositioning costs in the Transportation Charge. I will first address PMSA’s
arguments regarding repositions before turning to the arguments as to the

appropriate amount of rate increase.

PMSA'’s Stance on Repositions

What is PMSA’s position on PSP’s proposed inclusion of repositioning costs

in its Transportation Charge?

PMSA claims that repositioning costs are “general overhead necessary for PSP’s

operations and are not tied to a specific vessel assignment,” and claims that they

“should remain in base rates, not recovered through a per-assignment charge.””**

33 Exh. MM-0I1T at 182.
3 Exh. MM-01T at 117:21-23.
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PMSA argues that repositions are essentially “commute costs” that should not be

recovered through the Transportation Charge.*”

Do you agree that repositions are “commuting costs” that should “remain in

base rates”?

No. Repositions have been included in the Transportation Charge since 2019,
when the Commission adopted a recommendation from Staff that included travel

to Port Angeles as a part of the $168.20 calculation.

In Docket TP-190976, PSP witness Linda Styrk explained that the tariff
Transportation Charge was applied to cover both transportation to vessel
assignments and repositions to Port Angeles.*® The calculations used by Staff to
come to the $168.20 flat Transportation Charge included transportation expenses
to Port Angeles.’” The Commission adopted Staff’s adjustment and did not
explicitly address the cost of repositions in its Order 09.3® Given the fact that
Staff’s proposed adjustment included travel to Port Angeles, and the fact that the
Commission did not explicitly disallow or exclude repositioning costs, PSP has

validly included repositioning costs in its analysis of actual transportation costs.

The inclusion of repositioning costs is not only in line with Commission
precedent, but is logical and reasonable. Repositions are a part of PSP’s fatigue

mitigation travel policy and are explicitly a transportation function that must

35 Exh. MM-01T at 117:23-118:2.

36 Docket TP-190976, Exh. LS-1T at 2:18-3:4.

37 Docket TP-190976, Exh. AMCL-4.

38 See Docket TP-190976, Order 09 at 9 266-274.
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occur for the benefit of industry. In this rate case, PSP has merely included a
definition of repositions in an attempt to more clearly define the parameters of the
Transportation Charge and to thoroughly explain what expenses are being

included in the analysis of actual costs.

Under the current tariff, transportation expenses are spread equally across all
assignments and ships. If reposition costs were moved to “general overhead,”
those costs would instead be allocated through the tariff structure and recovered
differently, meaning ships would pay different amounts per assignment based on
ship size. That outcome would be inconsistent with the current transportation cost
recovery methodology and would create inequitable distribution of costs. The flat
rate cost for all transportation costs adopted in Docket TP-190976 is a consistent

and fair method to spread costs equally among all ships.

Repositions benefit all ships and prevent delays to industry. Repositions prevent
delays in Port Angeles and strategically move pilots so ships can come into Puget
Sound upon arrival without delay. In addition, dispatchers can reposition pilots

from Port Angeles to address shipping demands elsewhere in the pilotage district.

Essentially, repositions are necessary transportation costs that allow PSP
dispatchers to meet industry’s needs. Moving reposition costs to “general
overhead” does not make sense, would mischaracterize the nature of the service,
and would be inconsistent with the Commission’s determination in Docket TP-

190976.
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Q. Captain Moore describes PSP’s request to fund home-to-assignment
transportation costs as a “settled issue” that the Commission has “rejected
[...] affirming the historical office-to-assignment methodology.”** What is

your response?

A. This is an inaccurate description of the Commission’s previous decisions
regarding the Transportation Charge. In both the 2019 and 2022 rate cases, the
Commission rejected PSP’s proposed adjustment to the Transportation Charge
because PSP failed to provide a sufficient explanation or justification for the
change in practice. My initial testimony, and the testimony to follow, provides
that adequate explanation and reasoning as to PSP’s proposed Transportation
Charge, which is reasonable, reflects actual costs, and is rationally connected to
the actual expenses incurred in PSP’s business. The Commission has never
determined that the change in practice is a “settled” issue, and it is disingenuous
for Captain Moore to imply that it is somehow off-limits for PSP to justify those

actual expenses and seek recovery through rates.

Q. What is your response to Captain Moore’s argument that pilots should not

be reimbursed for “commuting costs” in Exh. MM-01T 116:17-19?

A. Captain Moore argues that the IRS treatment of deductible travel costs as business
expenses justifies exclusion of what he calls “personal commute costs.”** First of

all, this argument is a misdirection that is not related to the Pilots’ ability to

3 Exh. MM-01T at 115:1-9.
40 Exh. MM-01T at 116:14-19.
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recover these costs through rates. Based on my understanding, pilots are not
claiming transportation expenses as deductible expenses on their tax returns
because transportation expenses are handled through PSP. Even if they were, that
tax question is not an issue that is being raised in this ratemaking case, and it has

no impact on whether PSP may recover costs of transportation through its tariff.

Captain Moore cites Steinhort v. C.I.R., 335 F.2d 496 (5th Cir. 1964), as evidence
that these costs should not be recoverable. I am not a lawyer, and neither is
Captain Moore. But my reading of this case proves my point. The facts in
Steinhort are very different than the facts here. Steinhort was about an individual
pilot who deducted operating expenses and depreciation on his car for travel from
his home to assignments. Steinhort said nothing about whether a transportation
expense could be recoverable through rates. Steinhort also took place in Houston,
in a pilotage district involving only one city, where the longest distance that pilot
had to travel was 26 miles from his residence.*' In contrast, PSP members must
travel between many different cities in the Puget Sound, often overnight.
Steinhort is not relevant at all to what PSP is requesting in this rate case, and the
facts in that case do not correlate at all to the realities facing pilots in the Puget

Sound.

Furthermore, Captain Moore mischaracterizes the IRS rules. All PSP members are
organized as incorporated S-Corps or LLCs and are dispatched by PSP pursuant

to PSP’s operating rules and bylaws. These member corporations utilize the

41 Steinhort, 335 F.2d at 501.
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pilot’s residence as the principal place of business and travel to temporary work
locations. Under IRS Publication 463 (2024), regardless of whether the
Commission characterizes pilots as employees traveling to temporary work
locations, business owners traveling to and from a customer or client’s place of
business, or business owners traveling out of town for work, these transportation
expenses are deductible under IRS rules. So even if tax-deductibility is relevant to

the ratemaking question, Captain Moore’s analysis is still incorrect.

Do you agree that PSP has offered “no explanation for why customers should
pay for the costs to and from the pilots’ individual homes, no matter where

they live in the region”?4

No. My initial testimony provides a thorough explanation for why it benefits
customers to pay for the actual costs of transportation to and from the homes of
pilots.*? First, home-to-assignment costs reflect the actual longstanding practice of
PSP pilots and are more in line with reality than an abstract charge calculating the
hypothetical distance from the Seattle office to the place of assignment. Pilots
have never been dispatched to assignments from the Seattle office. In actual
practice, if pilots had to “commute” from home to a Seattle office before being
dispatched to an assignment, assignment times would significantly increase,

creating additional fatigue and potential delays for customers.

42 Exh. MM-0I1T at 116:7-9.
43 Exh. ECK-01T at 7:1-8:5; 19:11-20:21.
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Second, due to scientifically recommended fatigue mitigation and rest measures,
which were endorsed by the BPC, and described in detail in my initial
testimony,* home-to-assignment costs are incurred to improve pilot safety,
fatigue management, and efficiency. Both pilots and customers benefit from

having well-rested pilots.

Finally, it is a benefit to customers to have pilots staffed throughout the region to
reduce response times at distant ports when dispatched to emergency situations, as

described in my initial testimony.*’

Q. Captain Moore states that he determined that “the current accounting only
denies 7% of transportation for commute costs.” Can you explain how

Captain Moore derived these numbers?

A. Captain Moore apparently took the Transportation Charge PSP sought in 2021
without pro forma adjustments ($180.91) and squared it against the
Transportation Charge the Commission approved ($168.20) to infer that the
Commission excluded what he calls “improperly imbedded commuting” costs in
the 2022 Rate Case. This ignores the fact that Staff’s exhibit recommending the
$168.20 Transportation Charge included the cost of transportation to Port

Angeles—in other words, repositioning costs.* The 93% figure is drawn from a

4 Exh. ECK-01T at 12:7-20:11.
4 Exh. ECK-01T at 20:1-9.
46 Docket TP-190976, AMCL-04.
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convoluted and confusing analysis that can cite no support or rationale in what the

Commission actually stated in its decisions.

Are there any other issues with Captain Moore’s analysis?

Exhibit MM-34*" is fundamentally flawed. Captain Moore’s analysis improperly
includes repositioning movements in the total assignment count on line 24, which
materially distorts the underlying calculations and invalidates the resulting

conclusions.

Moreover, PMSA does not support repositioning movements, yet these
repositions are nevertheless treated as revenue-generating assignments for
purposes of allocating total expense charges in Exh. MM-34. This is inconsistent
with PSP’s tariff structure, which does not charge separately for repositions; such
movements are already embedded within the overall transportation expense.
Accordingly, repositions should not be counted as additional assignments used to

recover transportation revenue.

Given the absence of cited support or rationale for this methodology, combined
with this material error, there is no analytical value in continuing down this path.
Exh. MM-34 is built on flawed premises and erroneous data and appears
structured to reach a predetermined outcome. As such, it is unreliable and should

not be considered.

47 PSP notes that Exh. MM-22 and Exh. MM-34 appear to be the same exhibit, but are referenced
differently throughout Captain Moore’s testimony. For simplicity, PSP will refer only to Exh. MM-34.
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Q. Captain Moore states that “Washington State Ferry masters who are piloting
ferries under their collective bargaining agreement with the State of
9948

Washington do not get paid to commute to and from their assignments.

What is your response?

A. This is again a misrepresentation of the facts. Although Washington State Ferry
deck officers working in their home port are not paid to travel to and from their
assignments, officers working outside of their home port are provided additional
compensation and are allowed to be reimbursed for mileage to and from ports
other than their home port.*’ PSP pilots similarly must travel to a temporary duty
station for every assignment. Captain Moore’s comparison is therefore incorrect

and, if anything, the comparison to Ferry masters supports PSP’s request.

48 Exh. MM-01T at 119:2-5.
4 See Rule 7 (Travel Pay and Mileage), Rule 8 (Hours of Employment and Assignment) and Schedules
A and D of the WSF Collective Bargaining Agreement. Section 8.5 of the Agreement states:
Whenever any deck officer is assigned to more than one (1) route, the deck officer shall be
assigned a primary terminal of commencement and shall be paid travel pay and mileage as
required by Sections 7.1 and 7.2 of this Agreement, respectively, both to and from all such
assignments, other than the deck officer’s primary terminal of commencement. Such employees
will be paid travel time and mileage to and from their primary terminal, regardless of the
location of their home, to the location of their dispatched assignment which occurs someplace
other than their primary terminal.
(emphasis added).
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PMSA’s Proposed Increase to the Transportation Charge

What is PMSA’s position on the proposed increase to the Transportation

Charge?

On page 182 of his testimony, Captain Moore proposes a marginal increase from
$168.20 to $183.05 per assignment. While the methodology Captain Moore used
to reach this figure is flawed, as I displayed earlier, Captain Moore claims that
applying a 93% factor to PSP’s submitted expenses for the current test year yields
an adjusted amount of $171.62 per assignment. PMSA adds an additional $11.43

per assignment to that figure to account for projected vendor cost increases.

Is PMSA’s proposed Transportation Charge increase reasonable?

It is not, nor is it connected to PSP’s actual costs, or even correctly connected to

the record. It uses incorrect data and flawed reasoning to arrive at a number.

What is your response to PMSA’s claim that the increase to the
Transportation Charge should be calculated based on an inflation factor

from 2022?

PMSA’s focus on the 2022 rate ignores the history and context of the
Transportation Charge, which has not been increased since 2009, as Staff
concedes. It is entirely reasonable for the Commission to take the history and
context of the Transportation Charge into account when determining what is a

reasonable increase.
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Additionally, PMSA adjusts inflation only through December 2024, rather than
using a more current period such as November or December 2025. It further
appears that PMSA structured Exh. MM-34 in a manner intended to produce a
result that aligns closely with its selected December 2024 inflation adjustment, in
order to make the outcome appear reasonable—even though the inflation baseline

used is not current.

In short, PMSA seems to have been motivated to propose as small of an increase
to the Transportation Charge as possible, despite the long delay in updating the

charge.

When discussing the transportation rates that were set in 2009, Captain
Moore contends that the Commission need not “look back to conjecture
about what happened 17 years ago at another state agency to decide what is

fair, just, reasonable, and sufficient.”>* What is your response?

Captain Moore’s response attempts to strip PSP’s request of all its relevant
context and ignores that PSP is simply attempting to collect known and
measurable expenses that are incurred and are fair, just, reasonable and sufficient.
He also contradicts himself. In fact, it is Captain Moore who asks the
Commission, on the very next page of his testimony, “to use the existing

»51

methodology which was originally used by the BPC for many decades first][.]

PMSA clearly wants to ignore the BPC origins of the Transportation Charge when

S0 Exh. MM-01T at 184:15-17.
ST Exh. MM-01T at 185:6-8.
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it reflects a reasonable need for an increase, yet seeks to rely on the historical
precedent to argue that PSP may never update or re-evaluate its transportation

practices.

It is, of course, highly relevant to analyze how the $168.20 Transportation Charge
was originally determined and how it might be re-evaluated. Since the $168.20
figure was based on an averaging of costs allowed under the BPC tariff, it is
relevant to ask whether the BPC tariff is still a useful and relevant way to measure
PSP’s current transportation costs. The answer is no. The taxi rate from the
Seattle office to the port of assignment is not a useful or relevant way to gauge the
actual travel expenses for pilots throughout the Puget Sound region. For that

reason, PSP’s Transportation Charge should be updated as proposed by PSP.

V. CONCLUSION

Does that conclude your testimony?

Yes, it does.
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