BEFORE THE WASHINGTON
UTILITIES AND TRANSPORTATION COMMISSION

WASHINGTON UTILITIES AND

TRANSPORTATION COMMISSION,
Complainant, DOCKET TP-250574
V. MULTIPARTY SETTLEMENT
STIPULATION AND
PUGET SOUND PILOTS, AGREEMENT
Respondent.

L. INTRODUCTION

The Puget Sound Pilots (“PSP”), Pacific Merchant Shipping Association (“PMSA”),
and the regulatory staff of the Washington Utilities and Transportation Commission
(“Commission Staff”),! are parties in the PSP General Rate Case in Docket TP-250574,
currently pending before the Washington Utilities and Transportation Commission
(Commission), with respect to Puget Sound Pilotage District rates. As part of the settlement
process in this docket, PSP and PMSA have identified areas of agreement to narrow the
issues in dispute in this proceeding.

This Settlement Stipulation and Agreement (“Settlement”) is entered into by and
between PSP and PMSA as of February 13, 2026 (the “Settlement Date”). These parties are
hereinafter collectively referred to as “Settling Parties” and individually as “Settling Party.”
Commission Staff has engaged in settlement discussions but takes no position at this time

with respect to the Settlement.

! In formal proceedings, such as this, the Commission’s regulatory staff participates like any other party, while
the Commissioners make the decision. To assure fairness, the Commissioners, the presiding administrative law
judge, and the Commissioners’ policy and accounting advisors do not discuss the merits of this proceeding
with the regulatory staff, or any other party, without giving notice and opportunity for all parties to participate.
See RCW 34.05.455.
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Because this Settlement is entered into by some, but not all the parties, and it
resolves some, but not all the issues in the case, it is a “partial multiparty settlement,” as
that term is defined in WAC 480-07-730(3)(b).

This Settlement is subject to review and disposition by the Washington Utilities and
Transportation Commission (“Commission”). The Settlement is effective on the date
executed except that Section III of the Settlement is effective on the date of the Commission
order approving it (unless the Commission establishes a different date).

II. BACKGROUND AND NATURE OF THE DOCKET

PSP offers pilotage services to vessels in the Puget Sound Pilotage District as
defined in RCW 88.16.050. PSP filed a rate case on July 29, 2025, in Docket TP-250574.
PSP’s initial filing included, among other things, a proposed capital recovery surcharge and

a proposed Port Angeles Expense Charge

PMSA was granted status as an intervenor in the case at the prehearing conference.

PMSA has undertaken discovery and examined documentation regarding matters in
PSP’s general rate case including on the prudence of PSP’s proposed capital plan and cost
recovery of the capital expenses in PSP’s five-year plan and PSP’s proposed Port Angeles
Expense Charge.

The parties to this case engaged in settlement negotiations on October 27, 2025 and
January 20, 2026 and exchanged settlement proposals.

The Settling Parties reached agreement on a partial multiparty settlement that
includes agreement on capital plans, proposed capital surcharges, and the Port Angeles

Expense Charge, as described in more detail in Section II1.
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On January 28, 2026, the Settling Parties notified the Commission that a partial
multiparty settlement in principle had been reached.
IHI. AGREEMENT
The Settling Parties stipulate and agree to the following terms as a partial multiparty

settlement in this filing:

A. 2025-2029 Five-Year Capital Plan and Capital Plan Surcharge

1. Acceptance of 2025-2029 Five-Year Capital Plan and Recovery of
Capital Plan Surcharge

The Settling Parties agree to accept PSP’s 2025-2029 Five-Year Capital Plan as
defined below, and that PSP will recover costs associated with its 2025-2029 Five-Year
Capital Plan through a Capital Plan Surcharge beginning in July 2026 and trued-up on an
annual basis.

Five-Year Capital Plan in Docket TP-250574. The Settling Parties have reviewed
PSP’s filing in Docket TP-250574 and agree that the following exhibits filed in Docket TP-
250574 together constitute the “2025-2029 Five-Year Capital Plan”: Exh. SB-03, Exh. SB-
09, Exh. SB-10, Exh. SB-11, Exh. SB-12, Exh. SB-13, Exh. SB-15, and Exh. SB-16.

Prudence of Planned Capital Expenses. The Settling Parties agree that the
following items included in the 2025-2029 Five-Year Capital Plan are prudent and necessary
expenditures that should be allowed recovery in a Capital Plan Surcharge: Pilot Station, Ediz
Hook (barge), and Portable Piloting Units. The Settling Parties agree that financing costs
shall be estimated using current market rates for PSP debt and trued up at the compliance
filing stage, as discussed below.

Separation from Pilot Boat Items. For avoidance of doubt, the Pilot Boat Juan de

Fuca and Pilot Boat Puget Sound items will not be included for recovery in the Capital Plan
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Surcharge at this time. There will be a separate Pilot Boat Surcharge as discussed in more
detail below.

Authorization To Proceed and Compliance Filing. Upon the Commission’s
approval of this Settlement, PSP will be authorized to make expenditures consistent with
PSP’s 2025-2029 Five-Year Capital Plan and this settlement to recover identified
expenditures through a Capital Plan Surcharge beginning July 2026. The Capital Plan
Surcharge update shall be filed as part of the compliance filing authorized in the Final
Order in Docket TP-250574, expected to be filed in late June or early July 2026. The
Capital Plan Surcharge shall include financing and carrying costs, during the financing of
each project or acquisition, with the recovery period tied to the actual loan amortization
period. Financing should be at a rate which is comparable to or better than a commercially
available financing term, and for a term no greater than the depreciable life of the asset, the
cost recovery period under IRS depreciation for the asset, or any other reasonable period
over which the asset costs are financed by agreement of the parties.

2. Annual Compliance Filings to True-Up Capital Plan Surcharge -

Beginning in 2027.

Scope and Content. Beginning in 2027 and each year thereafter, PSP will submit a
compliance filing to true-up actual capital expenses for the prior year, against surcharge
recovery for the same period for its Capital Plan Surcharge. Any changes in financing terms
will be disclosed and reflected in the compliance filing calculator. The compliance filing
will include workpapers that justify the accounting of all prior, current, and future capital
expenses for each project identified in the 2025-2029 Five-Year Capital Plan. PSP will use
its best efforts to identify upcoming material capital expenses that it expects to incur in the

years beyond 2029 and include those for informational purposes in its annual filings.

MULTIPARTY SETTLEMENT STIPULATION AND AGREEMENT — 4
182226788.1



18

19

Timing and Procedure. PSP will update its Capital Plan Surcharge with the
Commission as an annual compliance filing by June 1 of each year to allow 30 days for
Commission review before the effective date. PSP will provide to PMSA and Commission
Staff the workpapers supporting the updated Capital Plan Surcharge 30 days before
submitting its compliance filing to the Commission. The Settling Parties agree that the
annual compliance filing will be implemented through the Commission Open Meeting
process, and parties will have the opportunity to file comments with the Commission with
respect to the update to the Capital Plan Surcharge. Beginning in 2027, if the update results
in an increase to the Capital Plan Surcharge of 50 percent or more, PSP will provide its
supporting workpapers to PMSA and Commission Staff 60 days before PSP submits its 30-
day compliance filing to the Commission, for an effective date of July 1 each year.

Coordination with Pilot Boat Surcharge. The 2025-2029 Five-Year Capital Plan
includes the Pilot Boat Service Life Extension Projects, but the Capital Recovery Surcharge
shall not include for recovery, any Pilot Boat Service Life Extension Projects, which will be
recovered separately through the Pilot Boat Surcharge. PSP will implement internal
controls to prevent double recovery between the Capital Plan Surcharge and the Pilot Boat
Surcharge. However, PSP may propose to consolidate the respective surcharges in a future

general rate case or compliance filing.
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B. Pilot Boat Capital Plan and Pilot Boat Recovery Surcharge

1. Acceptance of Pilot Boat Capital Expenditures for 2025-2027 and
Recovery of Surcharge Associated with the Pilot Boat Capital
Expenditures

The Settling Parties agree to accept PSP’s Pilot Boat Capital Plan as defined in more

detail below, and that PSP will recover its Pilot Boat capital expenditures through a Pilot

Boat Surcharge beginning in July 2026.

Pilot Boat Capital Plan in Docket TP-250574. The Settling Parties have reviewed
PSP’s filing in Docket TP-250547 and agree that the following exhibits filed in Docket TP-
250574 together constitute a “Pilot Boat Capital Plan”: Exh. SB-03, Exh. SB-04, Exh. SB-
05, Exh. SB-06, Exh. SB-07, Exh. SB-08, Exh. SB-14. The Pilot Boat Capital Plan includes
specific estimates of all reasonably anticipated capital cost items for Pilot Boat Service Life
Extension Projects, the proposed sequence and timing of such items, and a proposed Pilot
Boat Surcharge Schedule. For purposes of this Settlement, “Pilot Boat Service Life
Extension Project” refers to the mid-life refit and Tier 3 repower projects identified in Exh.
SB-03.

Prudence of Planned Pilot Boat Capital Expenses. The Settling Parties agree that
the following items included in the Pilot Boat Capital Plan are prudent and necessary
expenditures that should be allowed for recovery in a Pilot Boat Surcharge: Pilot Boat Juan
de Fuca and Pilot Boat Puget Sound engine rebuild, Tier 3 re-power, and mid-life extension
projects, as well as both boats’ re-power engineering, as described at Exh. SB-03 at page 3.
The Settling Parties agree that financing costs shall be estimated using current market rates

for PSP debt and trued up at the compliance filing stage.
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Authorization to proceed and compliance filings. Upon the Commission’s
approval of this Settlement, PSP will be authorized to make expenditures consistent with the
Capital Plan and this settlement, to recover pilot boat capital expenditures through a Pilot
Boat Surcharge beginning July 2026. The Pilot Boat Surcharge shall be filed as part of the
compliance filing authorized in the Final Order in Docket TP-250574, which is expected to
be filed in late June or early July 2026. The Pilot Boat Surcharge shall include financing and
carrying costs, during the financing of each project or acquisition, with the recovery period
tied to the actual loan amortization period. Financing should be at a rate which is
comparable to or better than a commercially available financing term, and for a term no
greater than the depreciable life of the asset, the cost recovery period under IRS
depreciation for the asset, or any other reasonable period over which the asset costs are

financed by agreement of the parties.

2. Annual Compliance Filings to True Up Pilot Boat Surcharge Beginning
in 2027

Scope and Content. Beginning in 2027 and each year thereafter, PSP will submit a
compliance filing to true-up actual capital expenses for the prior year, against surcharge
recovery for the same period for its Pilot Boat Surcharge. Any changes in financing terms
will be disclosed and reflected in the compliance filing calculator. The compliance filing
will include workpapers that justify the accounting of prior, current, and future capital costs
for each Pilot Boat service-life extension project, and a projected estimate of financing
necessary to facilitate the projects. PSP will use its best efforts to identify upcoming material
capital expenses related to Pilot Boats it expects to incur in the years beyond 2029 and

include those for informational purposes.
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Timing and Procedure. PSP will update its Pilot Boat Surcharge with the
Commission as an annual compliance filing by June 1 of each year to allow 30 days for
Commission review before the Pilot Boat Surcharge effective date. PSP will provide the
workpapers to support the updated Pilot Boat Surcharge to PMSA and Commission Staff
30 days before submitting its compliance filing to the Commission. The Settling Parties
agree that the annual compliance filing will be implemented through the Commission Open
Meeting process, and parties will have the opportunity to file comments with the
Commission with respect to the update to the Pilot Boat Surcharge. The first update to the
Pilot Boat Surcharge shall be filed by June 1, 2027. Beginning in 2027, if the update to the
Pilot Boat Surcharge results in an increase of 50 percent or more, PSP will provide its
compliance workpapers to the Parties 60 days before PSP submits its 30-day compliance
filing to the Commission. The Pilot Boat Surcharge effective date will be July 1 of each

year.

C. Surcharge Calculation and Mechanism for True-Up of Surcharges and General
Terms Relating to Capital Plan Surcharge and Pilot Boat Surcharge

Effective Dates. The Capital Plan Surcharge and Pilot Boat Surcharge will go into
effect with the rates resulting from Docket TP-250574, as ordered by the Commission.

Surcharge Calculation Workbook. PSP and PMSA have agreed to utilize the
mechanism in Attachment 1 to calculate the surcharges beginning in 2026 and in subsequent
years, to analyze actual expenses against surcharge recovery, true-up appropriately, and
properly set the subsequent surcharges. PSP will provide this workbook with its annual
compliance filing to true-up expenses and determine the surcharges in Year 2 and each year
thereafter. To calculate each year’s rate, the most recent twelve months of assignments will

be used, which for purposes of these compliance filings, is the prior calendar year.
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Support for Compliance Filings. PMSA shall support PSP’s annual compliance
filings through the Open Meeting process for the Capital Plan Surcharge and Pilot Boat
Surcharge. If a proposed surcharge exceeds or deviates materially from scope, cost, or
financing terms for an agreed item, PSP shall identify the variance and provide an
explanation of the reason for the variance in its annual compliance filing. PMSA reserves all
rights to evaluate prudence and reasonableness of variances, and the Commission shall
determine final recoverability.

Prudence Review. All compliance filings shall be subject to the Commission’s
review for prudence of expenses incurred.

Preservation of rights. Nothing in this Settlement prevents the Settling Parties from
proposing or contesting capital expenses in a future general rate case or other proceeding,
provided that neither PSP nor PMSA undermines or contradicts the agreed terms for items
included in the 2025-2029 Five-Year Plan and the related surcharges determined to be
prudent in this Settlement.

Automatic periodic adjustments. The Settling Parties agree that each of the Capital
Plan Surcharge and the Pilot Boat Surcharge is an automatic periodic or annual adjustments
to pilotage rates, and is not considered a general rate proceeding consistent with WAC
480-07-505(4)(c), with the explicit proviso that future compliance filings, while not
considered general rate proceedings, shall nonetheless be subject to public comment through
an Open Meeting process by a stakeholder with standing under WAC 480-07-505(1)(e). The
Settling Parties further agree that the filing of PSP’s annual compliance filings shall not limit
or affect PSP’s ability to separately file a general rate case, nor shall it limit or affect the

timing of PSP’s general rate case filing.
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Dispute resolution. The Settling Parties agree to work in good faith to resolve any
discrepancies, disputes, or disagreements related to this Settlement or the 2025-2029 Five
Year Capital Plan, Capital Plan Surcharge, and Pilot Boat Surcharge.

Consolidation of Surcharges. In a future general rate case or compliance filing,

PSP may propose to consolidate the Capital Plan Surcharge and the Pilot Boat Surcharge.
Future Capital Plans. The Settling Parties agree to consider adopting the process

set forth in this Settlement for future Five-Year Capital Plans and related surcharges.

Tax-efficient Structures. The Settling Parties will explore tax-efficient structures,
consistent with applicable law, to minimize unnecessary tax burdens associated with
surcharge revenues, including use of an alternative fund or public fund or other mechanisms.
Neither PSP nor PMSA shall unreasonably withhold support for reasonable approaches to
limit avoidable tax burdens consistent with law and Commission directives.

Grants and Public Subsidies. PSP agrees to apply for and seek grant applications as
described in Exh. SB-01T and any other public subsidies which become available for PSP to
pursue during the pendency of these projects for which PSP is eligible. PMSA agrees to
support these efforts. Neither PSP nor PMSA shall withhold support for a grant which

would reduce the overall costs of these projects to ratepayers.

D. Port Angeles Expense Charge?

The Settling Parties agree that the rate under tariff Item 330 has not been updated
since 2014 and that costs related to Port Angeles operations are being subsidized by other
rates. The Settling Parties agree that the operating costs in Port Angeles include boat

operating expenses and other station operating expenses, but the current Pilot Boat Charge

2 Previously the Pilot Boat Charge.
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only partially recovers the expenses incurred in Port Angeles. The Port Angeles Expense
Charge is a cost-based rate designed to recover actual operating expenses for PSP’s Port
Angeles operations. For settlement purposes, the Port Angeles Expense Charge does not
include the recovery of any capital costs or depreciation expenses on existing plant. The
Port Angeles Expense Charge is a revenue neutral realignment of this rate to recover Port
Angeles operating expenses, thereby eliminating cross-subsidization from other tariff rates
and does not produce rate shock.

Port Angeles Expense Charge. The Settling Parties have reviewed PSP’s filing in
Docket TP-250547 and agree that the “Port Angeles Expense Charge” pro forma is
described at Exh. AML-03, Schedule 2.31. This information is provided in Attachment 2.

Prudence of Port Angeles Expenses. The Settling Parties agree expenses identified
in Attachment 2, Column I, are prudent operating expenses and should be included for
recovery under Item 330: Port Angeles Expense Charge. The Settling Parties agree that
recovery of Port Angeles Depreciation Expense (Depreciation Expenses — PA) and Pilot
Boat Depreciation Expenses (Depreciation Expenses — Boats) are prudent and recoverable
in rates in this rate case; however, for purposes of this Settlement, they will be recovered
with Seattle expenses and will not be included for recovery in Item 330:Port Angeles
Expense Charge.

No Agreement on Application of an Operating Margin to the Port Angeles
Expense Charge. The Settling Parties did not agree on applying an Operating Margin to the
Port Angeles Expense Charge. PSP supports the application of an Operating Margin.
PMSA opposes the application of an Operating Margin. The Commission will determine

whether an Operating Margin should be recovered in rates.
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Total Port Angeles Expense items. The Settling Parties agree that the pro forma
expenses for recovery under the Port Angeles Expense Charge agreed to in this Stipulation
in Docket TP-250547 total $3,148,237.3 This amount will be adjusted if the Commission
approves PSP’s request for an operating margin, which request PMSA opposes.

Port Angeles Expense Charge. The Port Angeles Expense Charge in the tariff
authorized in the Final Order in Docket TP-250574, will be calculated using the most recent
twelve months of embarkations and disembarkations, which for purposes of this settlement,
is the prior calendar year. Without a return component, the estimated Port Angeles Expense
Charge is $593. The amount of the Port Angeles Expense Charge is subject to modification
based on the Commission determination on the operating margin issue that remains in
dispute.

Authorization to Proceed. Upon the Commission’s approval of this Settlement in
Docket TP-250574, PSP will thereby be authorized to recover expenditures through the Port
Angeles Expense Charge in the tariff as described in paragraph 41 (and subject to
modification based on the Commission determination on the operating margin issue that
remains in dispute), and as determined in future general rate cases.

Preservation of rights. Nothing in this Settlement prevents the Settling Parties
from proposing or contesting operating expenses for the Port Angeles pilot station and pilot
boats in a future general rate case or other proceeding, provided that neither PMSA nor PSP
undermines or contradicts the agreed terms for items determined to be prudent in this

Partial Stipulation.

3 Attachment 2, Row 114
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Dispute resolution. The Settling Parties agree to work in good faith to resolve any
discrepancies, disputes, or disagreements related to the Port Angeles Expense Charge.
IV. GENERAL PROVISIONS

Entire Agreement. This Settlement is the product of negotiations and compromise

amongst the Settling Parties and constitutes the entire agreement of the Settling Parties.
Accordingly, the Settling Parties recommend that the Commission adopt and approve the
Settlement in its entirety as a partial multiparty settlement of contested issues in this docket.
This Settlement will not be construed against any Settling Party on the basis that it was the
drafter of any or all portions of this Settlement. This Settlement supersedes any and all prior
oral and written understandings and agreements on such matters that previously existed or
occurred in this proceeding, and no such prior understanding or agreement or related
representations will be relied upon by the Settling Parties to interpret this Settlement or for
any other reason.

Confidentiality of Negotiations. The Settling Parties agree that this Settlement

represents a compromise in the Settling Parties’ positions. As such, conduct, statements,
and documents disclosed during the negotiation of this Settlement are not admissible in this
or any other proceeding and will remain confidential. Notwithstanding the foregoing, the
Settlement itself and its terms do not fall within the scope of this confidentiality provision,
and each Settling Party is free to publicly disclose the basis for its own support of the
Settlement.

Precedential Effect of Settlement. The Settling Parties enter into this Settlement to

avoid further expense, uncertainty, inconvenience, and delay. The Settling Parties agree that

this Settlement Agreement does not serve to bind the Commission when it considers any
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other matter not specifically resolved by this Settlement in future proceedings. Nothing in
this Settlement compels any Settling Party to affirmatively intervene or participate in a
future proceeding.

Positions Not Conceded. In reaching this Settlement, the Settling Parties agree that

no Settling Party concedes any particular argument advanced by that Settling Party or
accedes to any particular argument made by any other Settling Party. Nothing in this
Settlement (or any testimony, presentation or briefing supporting this Settlement) shall be
asserted or deemed to mean that a Settling Party agreed with or adopted another Settling
Party’s legal or factual assertions in this proceeding. The limitations in this paragraph 46
will not apply to any proceeding to enforce the terms of this Settlement or any Commission
order adopting this Settlement in full.

Manner of Execution. This Settlement is executed when all Settling Parties sign the

Settlement. A designated and authorized representative may sign the Settlement on a
Settling Party’s behalf. The Settling Parties may execute this Settlement in counterparts. If
the Settlement is executed in counterparts, all counterparts shall constitute one agreement. A
Settlement signed in counterpart and sent by facsimile or emailed as a pdfis as effective as
an original document. A faxed or emailed signature page containing the signature of a
Settling Party is acceptable as an original signature page signed by that Settling Party. Each
Settling Party shall indicate the date of its signature on the signature page. The date of

execution of the Settlement will be the latest date indicated on the signature page(s).

Approval Process and Support of Settlement. Each Settling Party agrees to support

in this proceeding the terms and conditions of this Settlement as a full and final resolution of

the issues addressed in this Settlement. Each Settling Party agrees to support the Settlement
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during the course of whatever proceedings and procedures the Commission determines are
appropriate for approval of the Settlement.

Commission Approval with Conditions. In the event the Commission approves this

Settlement, but with conditions not proposed in this Settlement, the provisions of WAC
480-07-750(2)(b) will apply. If a Settling Party rejects a condition, this Settlement is
deemed rejected and void and the Settling Parties will jointly and promptly request the
Commission convene a prehearing conference to address procedural matters, including a
procedural schedule for resolution of the case at the earliest possible date.

Commission Rejection. In the event the Commission rejects this Settlement, the

provisions of WAC 480-07-750(2)(c) will apply. In that event, the Settling Parties agree to
jointly and promptly request the Commission convene a prehearing conference to address
procedural matters, including a procedural schedule for resolution of the case at the earliest

possible date.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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Executed this 13th day of February 2026.

PACIFIC MERCHANT SHIPPING
ASSOCIATION

274

Mike JaCob
President, Pacific Merchant Shipping
Association

PUGET SOUND PILOTS

C\/m Mﬁm

Ivan Carlson
President, Puget Sound Pilots
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