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·1· · · · · · · · · · ·BE IT REMEMBERED that on Monday,
·2· ·March 16, 2026, at 621 Woodland Square Loop
·3· ·Southeast, Lacey, Washington, at 9:01 a.m., the
·4· ·following proceedings were had, to wit:
·5
·6· · · · · · · · · · · ·<<<<<< >>>>>>
·7
·8· · · · · · · · · · ·JUDGE FUKANO:· Good morning.· Let's
·9· ·be on the record.
10· · · ·It is Monday, March 16th, 2026.· The time is
11· ·approximately 9:01 a.m.· My name is Harry Fukano.
12· ·I'm an administrative law judge with the Washington
13· ·Utilities and Transportation Commission, and I'm
14· ·presiding in this matter along with the
15· ·Commissioners.
16· · · ·We are here today for the evidentiary hearing in
17· ·Docket TP-250574, which is captioned Washington
18· ·Utilities and Transportation Commission versus Puget
19· ·Sound Pilots.
20· · · ·Let's take short appearances, starting with the
21· ·company.
22· · · · · · · · · · ·MS. CARSON:· Good morning, Your
23· ·Honor, Commissioners.· I'm Sheree Strom Carson with
24· ·Perkins Coie representing the Puget Sound Pilots.
25· · · · · · · · · · ·JUDGE FUKANO:· And for Commission
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·1· ·staff.
·2· · · · · · · · · · · MR. ROBERSON:· Good morning, Judge
·3· ·Fukano and Commissioners.· I'm Jeff Roberson, AAG.  I
·4· ·represent Commission staff.· And with me at counsel
·5· ·table is my colleague, Cassie Jones.
·6· · · · · · · · · · · JUDGE FUKANO:· And for PMSA.
·7· · · · · · · · · · · MS. DeLAPPE:· Good morning.· My name
·8· ·is Michelle DeLappe, Fox Rothschild, and I represent
·9· ·Pacific Merchant Shipping Association.· Thank you.
10· · · · · · · · · · · MS. CARSON:· And, Your Honor, if I
11· ·could, Byron Starkey is also here at counsel table
12· ·representing Puget Sound Pilots.
13· · · · · · · · · · · JUDGE FUKANO:· Thank you.
14· · · · Let's talk about our road map for this hearing.
15· ·First, we will turn to evidentiary issues, including
16· ·the pending motions to revise and the admission of
17· ·prefiled exhibits and testimony.· We'll then allow for
18· ·brief opening statements, limited to ten minutes per
19· ·party, before we turn to the cross-examination of
20· ·witnesses.· We will plan to take a mid-morning break, a
21· ·lunch break from 12 to 1, and a midafternoon break.
22· · · · I would like to remind the parties to keep their
23· ·microphones muted unless they are speaking and also to
24· ·only use video for those portions of the hearing when
25· ·they have a speaking role.· If you intend to speak,
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·1· ·please also remember to activate your camera for the
·2· ·benefit of those participating or observing virtually.
·3· · · · In addition, please refrain from speaking over one
·4· ·another, as this makes it difficult for the court
·5· ·reporter to transcribe what is being said.· In the
·6· ·event of an objection, the witness should stop their
·7· ·response and allow the Commission to make a ruling on
·8· ·the objection.
·9· · · · If you have any technical issues or you observe
10· ·that a party or representative has dropped off of the
11· ·online meeting, please mention this in the Zoom chat.
12· ·The Zoom chat should only be used for technical issues
13· ·and requests for breaks only.
14· · · · The Commission will plan to proceed with
15· ·cross-examination of PSP's witnesses, followed by
16· ·staff, then PMSA, and concluding with the panel in
17· ·support of the multiparty partial settlement.
18· · · · Do any of the parties have any objections to this
19· ·witness order?· Seeing none, we will proceed.
20· · · · Are there any issues or questions before we turn
21· ·to the evidentiary issues and admission of exhibits?
22· · · · All right.· I'd like to next turn to exhibits.
23· ·There are currently three motions to revise exhibits
24· ·before the Commission, one from each party.· The
25· ·Commission will address these motions before turning to
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·1· ·the admission of prefiled testimony and exhibits.
·2· · · · As a general matter, the Commission will authorize
·3· ·a party to request -- a party's request to revise
·4· ·testimony when the request is made as soon as
·5· ·practicable after discovering the need to do so and
·6· ·that the revision does not prejudice other parties.
·7· ·The Commission may authorize revisions requested after
·8· ·the deadline to submit errata sheets at the time of the
·9· ·hearing upon a showing of good cause.
10· · · · Let's start with PSP's motion for revision.  I
11· ·have reviewed PSP's motion and would like to confirm if
12· ·either staff or PMSA intend to take a position on PSP's
13· ·motion.
14· · · · · · · · · · · MR. ROBERSON:· Staff has no
15· ·objection to the motion to revise the opening and
16· ·rebuttal testimonies.· There is, as I understand it, a
17· ·second motion out there to revise the surrebuttal
18· ·testimony.· I believe that's mooted with the assumption
19· ·that that's not going to be granted.· Staff has no
20· ·objection.
21· · · · · · · · · · · JUDGE FUKANO:· And for PMSA.
22· · · · · · · · · · · MS. DeLAPPE:· My apologies.· The
23· ·microphone takes a little time.
24· · · · PMSA has no objection.· I would, however, like to
25· ·point out that that is -- the revision, I believe, is
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·1· ·in the same nature as the revisions that PMSA has
·2· ·requested, so it would be incongruent to grant one and
·3· ·not the other.· Thank you.
·4· · · · · · · · · · · JUDGE FUKANO:· Thank you.
·5· · · · And counsel for staff mentioned that there were
·6· ·two motions.· I understood there just to be a single
·7· ·motion affecting exhibits related to Carlson and LaRue.
·8· · · · · · · · · · · MR. STARKEY:· My understanding is
·9· ·the only motion pending was the one for Carlson in
10· ·review and LaRue, yes.
11· · · · · · · · · · · MR. ROBERSON:· Apologies.
12· ·Misunderstanding.· I was served with something this
13· ·weekend that's motion to revise the surrebuttal
14· ·testimony.· So my mistake.
15· · · · · · · · · · · JUDGE FUKANO:· Understood.
16· · · · · · · · · · · MR. STARKEY:· I can clar- -- that
17· ·was a typographical error in the heading of the e-mail.
18· · · · · · · · · · · JUDGE FUKANO:· Thank you for that
19· ·clarification.
20· · · · I understand PSP's motion to concern revision to
21· ·Exhibit IC-32, which according to PSP, did not properly
22· ·incorporate data that was originally included in
23· ·Exhibit IC-14 that removed assignments associated with
24· ·Sea Reliance articulated tug barge from PSP's
25· ·assignment projections.· The revisions then flow
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·1· ·through to other exhibits and testimony that reference
·2· ·IC-32 and results in a revised PSP vessel traffic
·3· ·calculation of 7,114 down from 7,186 by removing 72
·4· ·instances of assignments associated with Sea Reliance.
·5· · · · Having reviewed these exhibits and PSP's motion
·6· ·and the lack of objection from other parties, the
·7· ·Commission will grant this motion.· It appears as
·8· ·though that this information was originally provided or
·9· ·at least identified in PSP's initial testimony, and
10· ·this represents a correction to make this subsequent
11· ·exhibit align with information originally provided with
12· ·associated flow-through corrections.· So the Commission
13· ·finds that these revisions would be reasonable and are
14· ·unlikely to prejudice any party and therefore grants
15· ·this motion.
16· · · · I have reviewed staff's motion.· Turning to
17· ·staff's motion, I have reviewed staff's motion and
18· ·would like to confirm if PMSA or PSP intends to take
19· ·any position on staff's motion.· I do note that Order 4
20· ·issued at the end of last week affected some of the
21· ·exhibits that staff proposes to revise in this motion
22· ·and wanted to clarify that any ruling today would be
23· ·subject to the determinations in Order 04.
24· · · · · · · · · · · MS. DeLAPPE:· PMSA has no objection.
25· · · · · · · · · · · MR. STARKEY:· PSP has no objection.
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·1· · · · · · · · · · · JUDGE FUKANO:· Given the lack of
·2· ·objection from other parties and having reviewed
·3· ·staff's motion, the Commission -- the Commission
·4· ·intends to grant staff's motion.· Staff identified
·5· ·three categories of revisions that it seeks to
·6· ·incorporate into its testimony and exhibits.· One is
·7· ·based on a CPI error revision.· The second concerns
·8· ·attorney fees.· And the third concerns a matter
·9· ·regarding expenses related to the San Francisco Bar
10· ·Pilots.
11· · · · I should clarify that while the Commission intends
12· ·to grant this motion, the Commission's ruling in
13· ·Order 4 largely moots the revision concerning the San
14· ·Francisco Bar Pilots, as I believe that is a revision
15· ·to Exhibit SS-11, which has since been struck.· And so
16· ·the revisions that would have flowed through from SS-11
17· ·will not be revised, and the related exhibits will not
18· ·be revised, because those matters -- those exhibits and
19· ·materials have been struck.· So subject to the
20· ·determination of Order 4, the Commission grants staff
21· ·'s motion.
22· · · · Turning to PMSA's motion, I have reviewed PMSA's
23· ·motion and PSP's opposition to specific proposed
24· ·revisions and would like to confirm if staff intends to
25· ·take any position on PMSA's motion.
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·1· · · · · · · · · · · MR. ROBERSON:· Staff has no
·2· ·objection.
·3· · · · · · · · · · · JUDGE FUKANO:· Apologies.
·4· · · · · · · · · · · COMMISSIONER RENDAHL:· Judge Fukano,
·5· ·I have a question for you.
·6· · · · · · · · · · · JUDGE FUKANO:· Yes.
·7· · · · · · · · · · · COMMISSIONER RENDAHL:· In the
·8· ·Commission's Order 04, I think we recognize that some
·9· ·of the exhibits that were subject to the motion to
10· ·strike included other information besides the
11· ·information that was of concern.· And so I just wanted
12· ·to make sure that what we're doing this morning -- and
13· ·I realize that was on Friday, so there's not much
14· ·time -- allowed staff to remove the information from
15· ·those exhibits that needed to be removed but not
16· ·completely strike some of them.· And so I just wanted
17· ·to raise that and make sure that that's clear on the
18· ·record that that's what the order did.
19· · · · · · · · · · · JUDGE FUKANO:· Yes, Commissioner
20· ·Rendahl.· And I believe that Order 4 struck
21· ·Exhibit SS-11 in its entirety and allowed for some
22· ·revision of Exhibits SS-9 and SS-8.· So those could
23· ·still be updated consistent with the ruling on the
24· ·motion this morning.
25· · · · · · · · · · · COMMISSIONER RENDAHL:· Excellent.

Page 43
·1· ·Thank you.
·2· · · · · · · · · · · MR. ROBERSON:· And if I may, Judge
·3· ·Fukano, staff intends to take the Commission up on its
·4· ·invitation.· I believe it is actually already filed,
·5· ·revised exhibits.· It would have been in the last
·6· ·minutes before this hearing began.· So those exhibits,
·7· ·I think, are in now.
·8· · · · · · · · · · · JUDGE FUKANO:· Thank you.· Then I
·9· ·will review those either in a break today or following
10· ·the conclusion of the hearing today and recirculate a
11· ·revised exhibit list that incorporates those revisions.
12· · · · Turning to PMSA's motion, or returning to PMSA's
13· ·motion, I will start by addressing the specific -- and
14· ·I suppose just in the interest of clarifying the
15· ·record, I acknowledge that PSP has submitted a written
16· ·opposition to PMSA's motion to revise.
17· · · · Was there anything further from PSP with respect
18· ·to that motion?
19· · · · · · · · · · · MR. STARKEY:· Your Honor, we stand
20· ·on the pleadings for that motion.· I think the one
21· ·thing I would highlight is MM-14, which we believe is a
22· ·quintessential example of an exhibit that it appears to
23· ·be an entirely new exhibit with new data that was
24· ·added.· At least based on our understanding and quick
25· ·review of the exhibit.
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·1· · · · · · · · · · · JUDGE FUKANO:· Thank you.
·2· · · · I intend to proceed by addressing the supporting
·3· ·exhibits and then the references to testimony, as some
·4· ·of the testimony references our flow-through
·5· ·corrections to exhibit revisions.
·6· · · · The first exhibit is MM-14.· The Commission agrees
·7· ·with PSP with respect to MM-14, that while
·8· ·acknowledging that the table now coincides or matches
·9· ·material that was included in Captain Carlson's -- or
10· ·excuse me -- Captain Moore's original testimony, the
11· ·exhibit has been substantially revised and now refers
12· ·to different supporting exhibits and includes a
13· ·modified table with modified years.· The revisions do
14· ·appear to be substantive and are substantially
15· ·different from the original supporting MM-14, and
16· ·therefore the Commission will deny revision of MM-14.
17· · · · Turning to MM-32, this information appears to
18· ·reflect the actual data that was listed above.· While
19· ·PMSA has included a ten-year trend correlation ratio, I
20· ·believe, that was identified in rebuttal testimony from
21· ·PSP, that data does not appear to -- that the inclusion
22· ·of that data does not appear to alter the analysis that
23· ·was presented in MM-23.· It merely reflects the
24· ·calculation of that average trend, which was identified
25· ·by PSP.· So this does not appear to the Commission to
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·1· ·be surrebuttal and was otherwise calculable from the
·2· ·information included, so the Commission will grant
·3· ·revision of MM-32 -- excuse me -- MM-23.
·4· · · · Similarly, for Exhibits MM-25 and MM-26, these
·5· ·exhibits appear to have been updated to reflect vessel
·6· ·arrivals for 2025 that were properly originally
·7· ·included in Exhibit JEV-5, and the updated correlation
·8· ·ratio was originally provided in the original MM-23.
·9· ·As this appears to make corrections to reflect data
10· ·that was originally provided and does not alter PMSA's
11· ·methodology, the Commission will grant revision of
12· ·MM-25 and MM-26.
13· · · · Regarding MM-40, the input value for the Excel
14· ·sheet has been changed, so the calculation is running
15· ·from the revenue per assignment listed in the initial
16· ·cell.· I believe it's Cell F11.· So a percent change
17· ·appears relative to the revenue per assignment in 2021
18· ·rather than a year-to-year change.· This change appears
19· ·to reflect an update or a correction to what was
20· ·originally included in testimony that revenue per
21· ·assignment grew 25 percent from 2021 to 2025 included
22· ·in PMSA's testimony, which is now revised and
23· ·incorporated into MM-40.
24· · · · As this was originally indicated in PMSA's
25· ·testimony and is supported by the underlying data,
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·1· ·reflecting no change in methodology, this suggests that
·2· ·there is no prejudice and that it is reasonable.
·3· ·Therefore, the Commission will grant revision of MM-40.
·4· · · · For MM-50 -- one moment.
·5· · · · The revision to MM-50 appears to update an input
·6· ·cell to reflect PMSA's 2026 vessel projection that is
·7· ·otherwise supported by its other exhibits.· PMSA
·8· ·originally recommended that the Commission adopt a
·9· ·ten-year trend analysis based on the calculation
10· ·originally provided in MM-25.· The change to MM-50
11· ·updates the figure in Cell D21 to the revised output
12· ·from MM-25.· It therefore appears reasonable and
13· ·unlikely to cause prejudice to any other parties, and
14· ·the Commission will grant revision of MM-50.
15· · · · Turning to the specific challenged portions of
16· ·Captain Moore's testimony.· Regarding the revisions at
17· ·Pages, I believe, 89 and 90, the updated language or
18· ·the revised language appears to more accurately track
19· ·information originally presented in Exhibit MM-11,
20· ·which stated that there were 31 total applicants, 26
21· ·qualified applicants, 13 individuals that passed the
22· ·exam, and 10 that entered training.· Insofar as these
23· ·changes are meant to present a more accurate reflection
24· ·of the supporting exhibit, the revisions appear
25· ·reasonable and unlikely to cause prejudice.· Therefore,
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·1· ·the Commission will grant revision of that segment of
·2· ·testimony.
·3· · · · Regarding revisions at Page 113, the updated
·4· ·language appears to -- refers to attributions of a
·5· ·statement previously attributed to PSP witness McNeil
·6· ·to PMSA witness Hoffman citing SKH-05.· The statement
·7· ·which was previously attributed to McNeil appears to be
·8· ·quoting a statement from Hoffman in her testimony at
·9· ·SKH-1T at Page 16 that in turn cites the e-mail
10· ·referred to in SKH-05.
11· · · · Similar to the corrections at Pages 89 and 90,
12· ·this revision appears to correct the references to the
13· ·testimony to the supporting exhibit which were provided
14· ·in their correct form at the original time of filing.
15· ·Consequently, this revision appears reasonable and
16· ·unlikely to result in prejudice and corrects the record
17· ·to appropriately attribute statements to their
18· ·speakers.· The Commission will therefore grant revision
19· ·of Page -- the proposed revisions for Page 113.
20· · · · For the revisions at Page 141 and 142, these
21· ·contain revisions to the 10 -- 5-, 10-, and 20-year
22· ·vessel projection trends.· These projection trends
23· ·appear to be driven by an update to the correlation
24· ·ratio used by PMSA, which is contained in MM-24, which
25· ·in turn refers to MM-23 as the basis for the
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·1· ·correlation ratio and provides the correct 20-year
·2· ·correlation ratio of 2.8764, such that the change to
·3· ·the 20-year projection in testimony at Page 140, MM-1T,
·4· ·corrects the calculation to match the underlying data
·5· ·originally provided in support of the calculation.
·6· · · · Because the underlying data was correctly
·7· ·identified and provided and the revision is unlikely to
·8· ·result in prejudice, the Commission will grant the
·9· ·revisions at Pages 141 and 142 of MM-1T.
10· · · · For the revisions at 144 to 146, these revisions
11· ·appear to reflect the corrections to MM-25 concerning
12· ·the 10-year vessel traffic projection as well as
13· ·revisions to the 20-year assignment arrival -- the
14· ·correlation factor.· As discussed elsewhere, the
15· ·revisions to -- the Commission finds that the revisions
16· ·to MM-25 are reasonable because they correct analysis
17· ·to properly track the supporting data that was provided
18· ·at the same time as the original analysis and are
19· ·therefore unlikely to result in prejudice.· And the
20· ·Commission will grant the revisions proposed at 144 to
21· ·146.
22· · · · For the revisions at Page 151, these revisions
23· ·also incorporate revisions to MM-25 concerning the
24· ·10-year trend vessel traffic projection.· For similar
25· ·reasons stated, the Commissions find that the revisions
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·1· ·to MM-25 are reasonable and unlikely to result in
·2· ·prejudice and that the flow-through revisions to update
·3· ·the statements that previously relied on the
·4· ·calculation in MM-25 are reasonable and unlikely to
·5· ·result in prejudice.· And, therefore, the Commission
·6· ·will grant the revision at Page 151.
·7· · · · On Page -- concerning revisions at Page 153, these
·8· ·revisions also appear to incorporate revisions to MM-25
·9· ·concerning the 10-year vessel traffic projection.· For
10· ·similar reasons stated, the Commission finds that the
11· ·revisions to MM-25 are reasonable and unlikely to
12· ·result in prejudice and that the flow-through revisions
13· ·to the updated statements that previously relied on the
14· ·calculation in MM-25 are reasonable and unlikely to
15· ·result in prejudice.· Therefore, the Commission will
16· ·grant the revision proposed at 153.
17· · · · For the revisions at Page 216, these revisions
18· ·concern alleged representations from PSP regarding the
19· ·number of pilots as compared to the actual number of
20· ·pilots that were licensed at particular points in time.
21· ·Having reviewed this proposed revision, unlike other
22· ·proposed revisions, this revision adds an entirely new
23· ·citation that was not included in the original
24· ·reference or as a supporting exhibit, and the revisions
25· ·add new points with respect to the timing of certain
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·1· ·statements.
·2· · · · Unlike the revisions concerning Hoffman's
·3· ·characterization of McNeil's statements, the revisions
·4· ·here change the substance of PMSA's argument by making
·5· ·material changes to the timing of certain facts and
·6· ·representations.· And the Commission also notes that,
·7· ·as pointed out by Captain Carlson in rebuttal
·8· ·testimony, IC-16, the Commission made a finding of fact
·9· ·that PSP was projecting 52 pilots to being licensed in
10· ·2021 such that the proposed revision does not appear to
11· ·reasonably correct the record.
12· · · · Consequently, the Commission will deny revision of
13· ·the testimony at Page 216.· And in all other respects,
14· ·the Commission will grant PMSA's motion to revise.
15· · · · Before we turn to the admission of exhibits, is
16· ·there anything that should be raised or discussed?
17· · · · · · · · · · · MR. STARKEY:· Just a procedure
18· ·question, Your Honor.· For cross exhibits, we e-mailed
19· ·around a list of exhibits that we intend to object to.
20· ·Do we want to handle those now prior to the discussion
21· ·of prefiled exhibits, or is that something that you
22· ·intend on handling when the exhibits are raised with
23· ·the witness?
24· · · · · · · · · · · JUDGE FUKANO:· I think it would be
25· ·reasonable to address them now.· So we can begin there.
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·1· · · · Is that the extent of PSP's objections to prefiled
·2· ·exhibits and testimony?
·3· · · · · · · · · · · MR. STARKEY:· Yes, Your Honor.
·4· ·Yeah.
·5· · · · · · · · · · · JUDGE FUKANO:· Okay.· Then we will
·6· ·address those first.
·7· · · · Did the other parties receive a copy of PSP's
·8· ·communication concerning those exhibits?
·9· · · · · · · · · · · MS. DeLAPPE:· Yes, Your Honor.
10· · · · · · · · · · · MR. ROBERSON:· Yes.
11· · · · · · · · · · · JUDGE FUKANO:· Any response from
12· ·Commission staff on any of the individual exhibits?
13· · · · · · · · · · · MR. ROBERSON:· Staff has no
14· ·objection to any prefiled exhibits or the cross
15· ·exhibits, so...
16· · · · · · · · · · · JUDGE FUKANO:· And to PMSA?
17· · · · · · · · · · · MS. DeLAPPE:· We have responses to
18· ·the objections, of course.· And I can take those one by
19· ·one, if you like.
20· · · · · · · · · · · JUDGE FUKANO:· Certainly.
21· · · · · · · · · · · MS. DeLAPPE:· So with respect to
22· ·Exhibit IC-40X, that will be in Captain Carlson's
23· ·cross-examination.· We will establish foundation in
24· ·that cross-examination.· And if for any reason we are
25· ·not able to establish foundation as it is a data
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·1· ·request that was responded to by Mr. Sevall, we would
·2· ·like to use it instead for Mr. Sevall's
·3· ·cross-examination.
·4· · · · I'll proceed, then.· For IC-41X, that is testimony
·5· ·by -- rebuttal testimony by Christopher Wood, the
·6· ·actuarial expert that PSP engaged for the last rate
·7· ·case.· And I will be addressing that in
·8· ·cross-examination of Captain Carlson, as he was the
·9· ·lead witness in that case.· I believe we won't have any
10· ·trouble establishing foundation of the part of it at
11· ·least that we would like to address in his
12· ·cross-examination.
13· · · · · · · · · · · JUDGE FUKANO:· Okay.· And, actually,
14· ·my apologies.· Since you had mentioned that you may
15· ·essentially redirect use of what has been labeled
16· ·IC-40X to Commission staff, I'd like to just confirm:
17· ·Does Commission staff have any concern or response with
18· ·that proposed usage?
19· · · · · · · · · · · MR. ROBERSON:· No.
20· · · · · · · · · · · JUDGE FUKANO:· And let's take them
21· ·one at a time, then.
22· · · · So any further response from PSP concerning
23· ·IC-40X?
24· · · · · · · · · · · MR. STARKEY:· Yes, Your Honor.· And
25· ·I understand that foundation will have to be
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·1· ·established, but we want to point out here that, for
·2· ·No. 40, when having it directed to Captain Carlson, he
·3· ·did not answer this data request.· It's the data
·4· ·request from staff.· He has no knowledge of why
·5· ·Mr. Sevall answered in a particular manner.· So that's
·6· ·40.
·7· · · · Do you want me to go through the other ones as
·8· ·well, Your Honor?
·9· · · · · · · · · · · JUDGE FUKANO:· Let's take them one
10· ·at a time just for clarity's sake.
11· · · · Then at this time, the Commission will reserve
12· ·ruling on the use of IC-40X, subject to foundation and
13· ·how it is used with a particular witness.
14· · · · Oh.· Thank you for that.· And if all parties could
15· ·kind of lean into the mike and make sure that you're
16· ·clearly heard for the benefit of those observing
17· ·online.· That would be much appreciated.
18· · · · Then turning to IC-41X.· Sorry.· One moment,
19· ·please.
20· · · · And my apologies.· Could you please restate your
21· ·response to IC-41.
22· · · · · · · · · · · MS. DeLAPPE:· Certainly.· That is
23· ·rebuttal testimony by Christopher Wood, who was PSP's
24· ·actuarial expert in the last rate case.· And I will
25· ·be -- Captain Carlson, I'll be using it in his
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·1· ·cross-examination.· He was PSP's lead witness in that
·2· ·case.· And I believe I will be able to establish
·3· ·foundation that he is aware of the aspect of that
·4· ·rebuttal testimony that will be part of the evidence in
·5· ·this case.
·6· · · · · · · · · · · JUDGE FUKANO:· Any response from
·7· ·PSP?
·8· · · · · · · · · · · MR. STARKEY:· Yes, Your Honor.· One,
·9· ·Captain Carlson did not prepare the testimony.· As
10· ·Ms. DeLappe mentioned, this is from an actuary.
11· ·Captain Carlson is not an actuary.· We also believe
12· ·that this is outside the scope of Captain Carlson's
13· ·direct and rebuttal.· We'll also note this is an
14· ·incomplete exhibit.· Although I do acknowledge that
15· ·it's a portion of an exhibit that was addressed for
16· ·Ms. LaRue, but we'll get to that when we get to
17· ·Ms. LaRue as well.
18· · · · · · · · · · · JUDGE FUKANO:· And for this exhibit,
19· ·the Commission will again reserve ruling on this
20· ·exhibit pending its -- the establishment of foundation
21· ·and the use proposed at the time of cross.
22· · · · · · · · · · · MS. DeLAPPE:· If you're ready for me
23· ·to proceed.
24· · · · · · · · · · · JUDGE FUKANO:· Just one moment.
25· · · · · · · · · · · MS. DeLAPPE:· Okay.
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·1· · · · · · · · · · · JUDGE FUKANO:· I want to make sure
·2· ·I'm properly noting.
·3· · · · And related to the comment about microphones, if
·4· ·you are speaking, please do activate your cameras also
·5· ·for the benefit of those on Zoom.
·6· · · · Please proceed to IC-43.
·7· · · · · · · · · · · MS. DeLAPPE:· Thank you.
·8· · · · IC-43X is Captain Carlson's own testimony in the
·9· ·last case in -- it's an excerpt.· And I believe it will
10· ·be very clear in the cross-examination testimony what
11· ·that short excerpt is about.· It's just a very small
12· ·point.
13· · · · · · · · · · · JUDGE FUKANO:· Response from PSP?
14· · · · · · · · · · · MR. STARKEY:· I just want to
15· ·clarify.· So IC-33, my understanding is that this is a
16· ·question and answer, a transcript from the 2023
17· ·hearing.· One thing that we would like to note is that
18· ·that question and answer was objected to by Ms. DeLappe
19· ·and that objection was sustained, meaning that line of
20· ·questioning was effectively stricken from the record.
21· ·And we believe that it would be inappropriate to use a
22· ·transcript from a prior hearing for question and answer
23· ·that -- where the objection was sustained.
24· · · · · · · · · · · JUDGE FUKANO:· The Commission agrees
25· ·with PSP that the objection to the question was
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·1· ·sustained, and so the -- it would be improper to use
·2· ·the answer to an objection and sustained question for
·3· ·purposes of cross in this case.· So we'll sustain
·4· ·objection to IC-43X.
·5· · · · Then turning to AML-23X.
·6· · · · · · · · · · · MS. DeLAPPE:· For that exhibit,
·7· ·which is testimony from one of the staff witnesses in
·8· ·the first case that PSP brought, it's specifically
·9· ·being presented for a point regarding PSP's equity
10· ·situation.
11· · · · Ms. LaRue was a participant on staff in that case,
12· ·and she has presented evidence in this case regarding
13· ·equity.· And so we would like the opportunity to
14· ·establish foundation and to present it for that
15· ·purpose.
16· · · · · · · · · · · JUDGE FUKANO:· Response from PSP?
17· · · · · · · · · · · MR. STARKEY:· Yes, Your Honor.· Two
18· ·items.· One, as mentioned by Ms. DeLappe, this was
19· ·testimony from a -- not Ms. -- Ms. LaRue.· It was from
20· ·a staff witness in the 2019 case.· So we believe that
21· ·foundation is an issue.· We also have an issue with the
22· ·potential relevance here.· It is unclear what the
23· ·relevance would be, but I understand that they need to
24· ·establish foundation.
25· · · · · · · · · · · JUDGE FUKANO:· Very good.
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·1· · · · Then the Commission will reserve ruling on this
·2· ·exhibit pending foundation and establishment of
·3· ·relevance.
·4· · · · Turning to AML 24X.
·5· · · · · · · · · · · MS. DeLAPPE:· That exhibit is also
·6· ·in the similar situation as the exhibit we just
·7· ·discussed.· It is also testimony from the same
·8· ·individual in the same case.
·9· · · · · · · · · · · JUDGE FUKANO:· And I assume similar
10· ·objection from PSP?· Same grounds?
11· · · · · · · · · · · MR. STARKEY:· Yes, Your Honor.
12· · · · · · · · · · · JUDGE FUKANO:· Okay.· Then as with
13· ·the previous exhibit, the Commission will reserve
14· ·ruling on Exhibit AML-24X pending establishment of
15· ·foundation and relevancy as used in cross.
16· · · · Now turning to AML-25X.
17· · · · · · · · · · · MS. DeLAPPE:· That exhibit, those
18· ·are the long-form financial statements from PSP filed
19· ·by PSP's CPA witness in the last PSP case.· Ms. LaRue
20· ·is the person who is now the CPA witness in the current
21· ·case.· And we have presented that not as financial
22· ·statements that she prepared but as for a specific
23· ·point that's within those statements that she, I
24· ·believe, is aware of.· So we will establish foundation.
25· · · · · · · · · · · JUDGE FUKANO:· Response from PSP.



Page 58
·1· · · · · · · · · · · MR. STARKEY:· Thank you, Your Honor.
·2· ·This is from the 2021 pilot financial statements, so
·3· ·they're particularly old.· They were not prepared by
·4· ·Ms. LaRue, and her testimony primarily focuses on rate
·5· ·methodology.· So we do have foundation.· We also have
·6· ·relevance concerns as well.
·7· · · · · · · · · · · JUDGE FUKANO:· Thank you.
·8· · · · As with the first two, the Commission will reserve
·9· ·ruling, subject to additional foundation and relevancy
10· ·as determined through questioning.
11· · · · Turning to AML-26X.
12· · · · · · · · · · · MS. DeLAPPE:· That exhibit is
13· ·similar to the prior one that we just spoke of.· It was
14· ·Exhibit JJN-03 in the last rate case, presented by the
15· ·same CPA witness.· And there's a specific point that
16· ·we'd like to address that's in that exhibit that we
17· ·would establish foundation during testimony to address
18· ·with her.
19· · · · · · · · · · · JUDGE FUKANO:· And so I believe that
20· ·that is addressing AML-27X, but we will --
21· · · · · · · · · · · MS. DeLAPPE:· Excuse me.· Thank you.
22· · · · · · · · · · · JUDGE FUKANO:· But we will proceed
23· ·with that --
24· · · · · · · · · · · MS. DeLAPPE:· Thank you.
25· · · · · · · · · · · JUDGE FUKANO:· -- now.
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·1· · · · Response from PSP.
·2· · · · · · · · · · · MR. STARKEY:· Just to clarify, we're
·3· ·talking about the financial statement presentation?
·4· · · · · · · · · · · MS. DeLAPPE:· Yes.
·5· · · · · · · · · · · MR. STARKEY:· Yes, Your Honor.· So
·6· ·with that one, Ms. LaRue was not involved in creating
·7· ·these.· She was not even a witness in the case.· And
·8· ·she did not prepare these.
·9· · · · · · · · · · · JUDGE FUKANO:· Thank you.
10· · · · As with the other exhibits, we will reserve ruling
11· ·on that, subject to laying of additional foundation and
12· ·relevancy.
13· · · · Then turning to AML-26X.
14· · · · · · · · · · · MS. DeLAPPE:· Yes.· Now, that one is
15· ·a fuller portion, as Mr. Starkey observed, of IC-41X,
16· ·so it is the same actuarial testimony, and we are
17· ·presenting it for a very finite issue.· We are not
18· ·assuming that Ms. LaRue is an actuary, but we do
19· ·believe that she is aware of the specific point that we
20· ·are presenting that exhibit for.
21· · · · · · · · · · · JUDGE FUKANO:· Response from PSP.
22· · · · · · · · · · · MR. STARKEY:· Similar to what we
23· ·said before, she was not a witness in the proceeding,
24· ·and we believe that there are foundation and relevancy
25· ·issues.
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·1· · · · · · · · · · · JUDGE FUKANO:· Thank you.
·2· · · · As with the other exhibits, the Commission will
·3· ·reserve ruling on that, subject to the laying of
·4· ·additional foundation and establishment of relevancy.
·5· · · · And with the exception of the seven exhibits that
·6· ·the Commission has reserved ruling on and the one
·7· ·exhibit that the Commission has rejected, the
·8· ·Commission will admit all other prefiled testimony and
·9· ·exhibits in this matter.
10· · · · · · · · · · · · · · ·(Pertinent exhibits
11· · · · · · · · · · · · · · · admitted.)
12
13· · · · · · · · · · · JUDGE FUKANO:· Are there any other
14· ·matters to address prior to proceeding to opening
15· ·statements?
16· · · · Hearing nothing, then we shall proceed.
17· · · · PSP, would you like to make an opening statement?
18· · · · · · · · · · · MS. CARSON:· Yes, Your Honor.· Thank
19· ·you.· Just one moment.
20· · · · Good morning, Commissioners.· Thank you for the
21· ·opportunity to provide this opening statement.· I'm
22· ·going to address three issues:· First, the brief
23· ·history of regulation of Puget Sound Pilots by the
24· ·Commission; second, key Puget Sound Pilot requests,
25· ·including total distributed net income, or TDNI, and
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·1· ·pension status and funding; and, third, the weight of
·2· ·the evidence.
·3· · · · First, regarding the brief history of regulation.
·4· ·This is only the third rate case of Puget Sound Pilots
·5· ·before this Commission.· As compared to other
·6· ·industries that have been regulated by the Commission
·7· ·for decades, pilotage is still in its infancy in terms
·8· ·of regulation by the Commission.· We're all still
·9· ·trying to figure out what methodologies are appropriate
10· ·for this industry.
11· · · · There have been three ratemaking workshops since
12· ·the final order in Docket 220513 where topics like DNI,
13· ·rate of return, methodology, operating margin,
14· ·transportation charge were addressed.
15· · · · PSP has taken care in this case to comply with
16· ·terms and Commission directives in prior orders.· PSP's
17· ·GRC filing is more narrowly tailored to address issues
18· ·properly before the Commission.· PSP complied with
19· ·requirements between rate cases; for example, keeping
20· ·the Commission apprised of progress on its multiple
21· ·employer-defined benefit plan and filing status updates
22· ·every 60 days.
23· · · · PSP participated in the ratemaking workshops and,
24· ·in fact, in this case, is proposing an operating margin
25· ·that was presented at the workshop.
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·1· · · · And in this case, Puget Sound Pilots has provided
·2· ·substantial evidence on topics that the Commission said
·3· ·lacked evidentiary support in the past cases.· For
·4· ·example, a robust pilot compensation study and support
·5· ·for transportation charge and affiliate -- affiliated
·6· ·interests.
·7· · · · Dual regulation can be thorny.· But the Commission
·8· ·has set up guiding principles that should be followed
·9· ·in this case and in pilotage in general.
10· · · · In the 2022 Docket 220513, in Paragraph 158, the
11· ·Commission said, Although the facts and circumstances
12· ·may vary over time, rate-setting proceedings before the
13· ·Commission should support the provision of pilotage
14· ·services deemed necessary by the BPC, the Board of
15· ·Pilotage Commission.
16· · · · And in Paragraph 49 of that order, the Commission
17· ·was even more direct:· We must respect and support the
18· ·BPC's jurisdiction as a safety regulator and licensing
19· ·authority.· The BPC must determine the number of
20· ·authorized pilots, any appropriate target assignment
21· ·levels, appropriate rest rules, and any other
22· ·safety-related obligations.· Rate cases before the
23· ·Commission are an opportunity for Puget Sound Pilots to
24· ·recover the cost of providing these pilotage services,
25· ·not what these services should be.
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·1· · · · So in this case, the BPC has spoken on several
·2· ·issues that are relevant to this proceeding, including
·3· ·a change to the target assignment level since the last
·4· ·case and an increase in the number of authorized
·5· ·pilots.· And PSP respectfully requests the Commission
·6· ·support the provision of pilotage services deemed
·7· ·necessary by the BPC.
·8· · · · So, second, I want to just briefly look at a
·9· ·couple of key issues in the case.· One is TDNI, total
10· ·distributed net income.· And there's two elements to
11· ·this:· The total number of pilots to be funded and the
12· ·per-pilot distributed net income.
13· · · · Captain Carlson and Lane Sisung are the primary
14· ·PSP witnesses testifying on this topic.· First, the
15· ·number of pilots.· PSP is asking the Commission to fund
16· ·the number of pilots authorized by the BPC.· That
17· ·number is currently 60 pilots, which the BPC
18· ·characterized as a conservative increase when they
19· ·increase the number.· If the number of authorized
20· ·pilots changes before the final order, the number of
21· ·pilots can be updated in the compliance filing.
22· · · · Now, PMSA opposed the BPC's increase in the number
23· ·of pilots.· Despite lengthy filings and arguments by
24· ·PMSA, the BPC approved 60 pilots.· And, importantly,
25· ·the number of pilots is based on a target assignment
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·1· ·level that the BPC adjusted in 2024 to meet safety
·2· ·requirements, including enhanced rest requirements.
·3· · · · In this case, PMSA pushes hard on using an
·4· ·outdated average assignment level that looks back over
·5· ·the past three or five years of assignments, but that
·6· ·methodology does not work when the safety regulator has
·7· ·adjusted the total assignment level down from 144
·8· ·assignments to 123.· PMSA's view is that PSP should
·9· ·work far in excess of the target assignment level that
10· ·has been set by the BPC's safety committee.
11· · · · Now, briefly, regarding the per-pilot distributed
12· ·net income, PSP has provided a robust pilot
13· ·compensation study in this case.· There is a national
14· ·pool of candidates.· The State of Washington and the
15· ·BPC have determined that we should be competing
16· ·nationally for pilots.· The Commission's DNI decisions
17· ·should align with this policy by providing a DNI
18· ·consistent with the national average.· But as our pilot
19· ·compensation study demonstrates, PSP ranks 20th out of
20· ·22 pilot groups analyzed.
21· · · · The pilot compensation study is robust, as I said.
22· ·It includes 52 percent of the state pilot groups, a
23· ·total of 649 APA -- American Pilot Association --
24· ·members.· It complies with the Commission's direction
25· ·in the 2022 GRC.· And it analyzes data in different
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·1· ·ways -- using a simple average, a weighted average,
·2· ·cash-only compensation, cash plus benefits
·3· ·compensation -- producing a range that the Commission
·4· ·can consider.
·5· · · · Just briefly touching on pension.· PSP in this
·6· ·case is requesting the Commission fully fund the
·7· ·exhibiting pay-as-you-go pension until its multiple
·8· ·employer-defined benefit plan is fully approved.· PSP
·9· ·witnesses Bruce McNeil and Ivan Carlson testify on this
10· ·as does Walt Tabler.
11· · · · PSP is not seeking approval of the MEP in this
12· ·case but does plan to file a subsequent case shortly
13· ·after this case is completed seeking approval and
14· ·funding of the MEP.· And as a reminder, the Commission
15· ·ordered PSP to pursue a fully funded defined benefit
16· ·plan in the final order and PSP's first general rate
17· ·case, adding that a fully funded defined benefit
18· ·retirement plan will best provide security and
19· ·confidence in the long-term viability of the promised
20· ·retirement benefits to current and future pilots.
21· · · · And then in the second case, in Order 08, the
22· ·Commission authorized PSP to move forward with its plan
23· ·to obtain approvals from the IRS and the Department of
24· ·Labor to implement a multiple employer-defined benefit
25· ·plan.· So the good news is PSP has obtained a
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·1· ·determination by the IRS that its MEP is a
·2· ·tax-qualified plan.· It expects an advisory opinion
·3· ·from the U.S. Department of Labor in the near future.
·4· · · · PSP acknowledges that this process has taken
·5· ·longer than what was expected due to delays with
·6· ·federal agencies.· But that is not a reason to move
·7· ·away from this approach that was directed by the
·8· ·Commission in the past two cases.
·9· · · · The current system does not fund pension for
10· ·current pilots.· As noted in Walt Tabler's testimony,
11· ·the current PAYGO is paying the obligations to retired
12· ·pilots, which was agreed to by industry in previous
13· ·rate cases before the BPC.· And the proposals made by
14· ·staff and PMSA in this case to defund the current
15· ·pension would be catastrophic to PSP, to current and
16· ·retired pilots, and to pilotage in Puget Sound.
17· · · · Staff would remove one-third of current pension
18· ·funding, a 2.2 million disallowance.· PMSA renews its
19· ·request to remove all funding of the pension, a request
20· ·that's been denied in the past.· It would replace the
21· ·pension with $36,000 for pilots for a defined
22· ·contribution plan.· This would result in a disallowance
23· ·of more than four million in this case.
24· · · · These proposals are inconsistent with the
25· ·Commission's intent that we should move forward with a
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·1· ·fully funded defined benefit plan.· It's inconsistent
·2· ·with the legislature's intent when moving regulation to
·3· ·the UTC in 2019 that the pension be funded.
·4· ·Representative Judy Clibborn testified on that.
·5· · · · There's substantial evidence in the record on
·6· ·industry's involvement and approval of the existing
·7· ·pay-as-you-go plan.· We ask the -- and the Commission
·8· ·should look skeptically at efforts to defund the
·9· ·existing pension while MEP is being finalized.· We ask
10· ·the Commission to be patient as we work through these
11· ·final approvals that are needed.
12· · · · So, finally, very briefly, I want to talk about
13· ·the weight of the evidence.· It is, of course, not
14· ·measured by volume.· It's not measured by the number of
15· ·exhibits, the number of tables, the number of graphs,
16· ·the number of formulas, or the number of ratios.
17· · · · PMSA has filed hundreds of pages of testimony and
18· ·exhibits, more than 160 exhibits in total.· There have
19· ·been inconsistencies and misrepresentations, which PMSA
20· ·has corrected, confirming the original versions were
21· ·not accurate.· We ask the Commission to be vigilant as
22· ·it considers the bulk of the material filed by PMSA.
23· ·And, in particular, and harkening back to Point No. 1,
24· ·we ask the Commission to be wary of ratios and
25· ·correlations that take data points from the two
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·1· ·inaugural cases for PSP and seek to turn those data
·2· ·points from two separate evidentiary records into
·3· ·purported Commission metrics and precedents.
·4· · · · Each case is of course based on its own record.
·5· ·In each of the past two cases, the Commission has
·6· ·identified where evidence was lacking, where it should
·7· ·be improved, where it was outside the scope of the
·8· ·Commission's authority, where ratemaking workshops are
·9· ·needed to explore appropriate ratemaking methodologies.
10· · · · Because there have only been two rate cases for
11· ·PSP spanning less than a decade, we expect to see
12· ·growth, development, and change as economic regulation
13· ·of this industry by the Commission matures.· The
14· ·Commission is not locked into specific precedent.
15· · · · In this case, the Commission must determine fair,
16· ·just, reasonable, and sufficient rates for PSP based on
17· ·the evidentiary record in this case.· We thank you for
18· ·your time, and we look forward to answering questions
19· ·you may have.
20· · · · · · · · · · · JUDGE FUKANO:· Thank you.
21· · · · Commission staff, would you like to make an
22· ·opening statement?
23· · · · · · · · · · · MR. ROBERSON:· Staff would prefer to
24· ·brief the legal issues after the close of the hearing,
25· ·so we will waive our opening statement.
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·1· · · · · · · · · · · JUDGE FUKANO:· Thank you.
·2· · · · PMSA, would you like to make an opening statement?
·3· · · · · · · · · · · MS. DeLAPPE:· Yes.· Thank you.
·4· · · · And good morning, Commissioners and Judge Fukano.
·5· ·This Commission has twice addressed and resolved nearly
·6· ·all the foundational issues in pilotage rate setting,
·7· ·first in Final Order 09 in the first PSP rate case and
·8· ·then again through Final Order 08 in the second PSP
·9· ·rate case.
10· · · · Not much about PSP and its operations has changed
11· ·during that time in the six years since the start of
12· ·the first rate case.· This remains a small operation
13· ·since -- of well-compensated working owners with low
14· ·capitalization and few assets.· There are very few
15· ·moving parts.· Despite this stability, PSP is
16· ·relitigating issues that this Commission already
17· ·decided and put to rest.
18· · · · On behalf of the ratepayers, we ask the Commission
19· ·to carry forward the formulas and methodologies
20· ·established in the first two rate cases, which were
21· ·intended to be foundational.· We are hopeful that the
22· ·third time will be the charm and that the final order
23· ·in this case will lead finally to a more streamlined
24· ·process for future rate cases.
25· · · · We appreciate many of staff's recommendations in
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·1· ·this case.· Where PMSA and staff agree -- and we agree
·2· ·on a great deal -- it is because our positions are
·3· ·grounded in relevant data applied to the Commission's
·4· ·existing precedent.
·5· · · · The established formulas are performing as
·6· ·designed.· PSP's own data shows test year revenues at
·7· ·approximately 104 percent of the Commission approved
·8· ·revenue requirement.· There is no crisis.· No major
·9· ·departure from the Commission's precedent is warranted.
10· ·PMSA supports reasonable incremental adjustments
11· ·consistent with the evidence and the Commission's
12· ·established methodologies.
13· · · · What should deeply concern this Commission is
14· ·PSP's proposal for steep rate increases and a severe
15· ·departure from prior tariffs.· Notably, PMSA and staff
16· ·reach similar conclusions on most issues.· PSP stands
17· ·out as a clear outlier.
18· · · · Let me briefly address the principal issues.
19· ·First, on distributed net income, the largest revenue
20· ·requirement component.· PSP proposes approximately
21· ·$437,000 per pilot based on the historical averaging
22· ·methodology from both prior final orders adjusted for
23· ·inflation.· Staff's low end of its reasonableness
24· ·range, approximately $486,000, which staff confirms is
25· ·fully sufficient, is in the same neighborhood.· By
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·1· ·contrast, PSP is requesting over $729,000 per pilot, a
·2· ·55 percent increase over the test year adjusted DNI,
·3· ·based on the same type of salary survey this Commission
·4· ·has twice rejected.
·5· · · · PMSA urges the Commission to stay the course with
·6· ·the "attract and retain" standard, the consideration of
·7· ·workload, and the fairness framework that Captain Moore
·8· ·applied in his testimony based on this Commission's
·9· ·prior orders.· That precedent supports PMSA's proposal
10· ·and staff's proposed low end, but absolutely not PSP's
11· ·proposal.
12· · · · Second, on the number of pilots to fund, PMSA and
13· ·staff both recommend funding 56, the actual number of
14· ·licensed pilots.· PSP asks to fund 60, despite
15· ·operating safely with 56.· PMSA additionally recommends
16· ·that, going forward, the Commission adopt the average
17· ·assignment level as the floor for determining the
18· ·number of pilots to fund, which would ensure the
19· ·independence of this Commission's rate setting and
20· ·eliminate incentives for strategic manipulation of
21· ·pilot numbers.
22· · · · Third, on the operating margin, PMSA and staff are
23· ·fully aligned.· The Commission should reject PSP's
24· ·proposed 12 percent operating margin.
25· · · · Fourth, on retirement.· PMSA and staff agree on
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·1· ·the fundamentals.· The current PAYGO system is
·2· ·unsustainable, and pilots should contribute to their
·3· ·own retirement.· Staff recommends disallowing one-third
·4· ·of the pension expense.· PMSA proposes a market-based
·5· ·ratepayer contribution, which would mean over $2
·6· ·million in aggregate contributed by customers as part
·7· ·of pilot compensation, as this is consistent with what
·8· ·an employer in a competitive market would contribute
·9· ·for highly compensated professionals.
10· · · · Five years have passed since Final Order 09
11· ·directed PSP to transition away from PAYGO.· The time
12· ·has come to act decisively and establish a sustainable
13· ·framework based not on managing what pilots may do with
14· ·the ratepayer's contribution toward retirement, as that
15· ·is the pilot's own choice, but rather on limiting rates
16· ·to market-based -- a market-based contribution.
17· · · · In Final Order 09, the Commission put an end to
18· ·intergenerational inequity with respect to callbacks.
19· ·The time has come for the Commission to put an end to
20· ·this same problem with respect to retirement.
21· · · · On expenses, the parties are all in the same
22· ·ballpark once you take the retirement out of the
23· ·question.· PMSA asks the Commission to scrutinize PSP's
24· ·continued attempts to recover commuting costs and
25· ·callback expenses and also to deny excessive rate case
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·1· ·fees driven by relitigating settled issues.· Now our
·2· ·third time around, PSP's rate case expenses should be
·3· ·going down, not up.
·4· · · · The established formulas work.· PMSA and staff are
·5· ·closely aligned because both apply the Commission's
·6· ·framework to the current evidence.· PSP's positions are
·7· ·outliers precisely because they do not.· We ask the
·8· ·Commission to stay the course and to continue to carry
·9· ·forward the reasonable framework established in prior
10· ·cases.· The evidence will demonstrate that PMSA's
11· ·recommendations are fair, just, reasonable, and
12· ·sufficient for both the pilots and the customers they
13· ·serve.
14· · · · Thank you for the opportunity to participate.
15· · · · · · · · · · · JUDGE FUKANO:· Thank you.
16· · · · Would it be a good time to just take a quick
17· ·five-minute break before turning to cross-examination
18· ·of witnesses?· Seeing some agreement.
19· · · · We will be off the record for about five minutes,
20· ·returning at 10:06.
21· · · · · · · · · · · · · · ·(Pause in proceedings from
22· · · · · · · · · · · · · · · 10:01 a.m. to 10:12 a.m.)
23
24· · · · · · · · · · · JUDGE FUKANO:· Let's be back on the
25· ·record.· It is approximately 10:12 a.m.
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·1· · · · And our first witness for this morning will be
·2· ·captain Ivan Carlson.· I see you already have your
·3· ·camera activated.
·4· · · · Please raise your hand, and I will swear you in.
·5· · · · Do you swear or affirm the testimony that you
·6· ·provide today is the truth and nothing but the truth?
·7· · · · · · · · · · · THE WITNESS:· I do.
·8· · · · · · · · · · · JUDGE FUKANO:· And apologies.· Would
·9· ·you speak into the microphone.
10· · · · · · · · · · · THE WITNESS:· I do.
11· · · · Can you hear me?
12· · · · · · · · · · · JUDGE FUKANO:· I can't hear.· You
13· ·have to get pretty close to the...
14· · · · · · · · · · · THE WITNESS:· I do.
15· · · · · · · · · · · JUDGE FUKANO:· There we go.· Thank
16· ·you.
17· · · · Would counsel please introduce the witness and
18· ·tender them for cross.· Please note if there are any
19· ·additional corrections to the prefiled testimony.
20
21
22· ·IVAN CARLSON, JR.,· · · · · having been first duly sworn
23· · · · · · · · · · · · · · · ·by Administrative Law Judge
24· · · · · · · · · · · · · · · ·Fukano, was examined and
25· · · · · · · · · · · · · · · ·testified as follows:
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·1· · · · · · · · · · · · DIRECT EXAMINATION
·2· · ·BY MS. CARSON:
·3· Q· Good morning, Captain Carlson.· Please state your name
·4· · ·and title, and spell your name for the court reporter.
·5· A· Ivan Carlson -- that's I-v-a-n C-a-r-l-s-o-n -- Jr.
·6· · ·I'm the president of Puget Sound Pilots.
·7· Q· Captain Carlson, do you have before you what have been
·8· · ·marked for identification as Exhibit Nos. IC-1T through
·9· · ·IC-36 in Docket 250574?
10· A· I do.
11· Q· These exhibits constitute your prefiled direct and
12· · ·rebuttal testimony and related exhibits in this
13· · ·proceeding?
14· A· It is.
15· Q· Were these exhibits prepared under your supervision and
16· · ·direction?
17· A· Yes.
18· Q· Do you have any corrections to these exhibits?
19· A· Well, IC-32, which we discussed earlier.· Other than
20· · ·that, no.
21· · · · · · · · · · · · MS. CARSON:· Thank you.
22· · · · · Your Honor, PSP offers exhibits -- well, the
23· · ·exhibits have already been admitted into evidence, but
24· · ·we offer Captain Carlson for cross-examination.
25· · · · · · · · · · · · JUDGE FUKANO:· Thank you.
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·1· · · · · Staff indicated cross for this witness.· You may
·2· · ·proceed.
·3· · · · · · · · · · · · MR. ROBERSON:· Staff has actually
·4· · ·determined it has no questions for Captain Carlson.
·5· · ·But if I could take a moment.· It appears I was
·6· · ·optimistic this morning when I said that we were
·7· · ·attempting to file the testimony and probably had done
·8· · ·so.· There was a hiccup.· We're trying to file it now.
·9· · ·So we will have it in soon.
10· · · · · · · · · · · · JUDGE FUKANO:· Understood.· Thank
11· · ·you.
12· · · · · Then we will proceed with PMSA indicated cross for
13· · ·this witness.· You may proceed.
14· · · · · · · · · · · · MS. DeLAPPE:· Thank you.
15
16· · · · · · · · · · · · CROSS-EXAMINATION
17· · ·BY MS. DeLAPPE:
18· Q· Captain Carlson, the PSP is asking the Commission to
19· · ·approve roughly a 52 percent revenue requirement
20· · ·increase over the test year, correct?
21· A· Yes.
22· Q· And you're asking for a drop in total assignments?
23· A· Well, we would prefer to not have a drop in total
24· · ·assignments.· So, no, we're not asking for one.
25· Q· Are you -- would you agree that you are asking for
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·1· · ·revenue based on what was, in 2024, you had 7,588

·2· · ·assignments, and in your amended exhibit, IC-32, it's

·3· · ·now 7,114?

·4· A· Yes.
·5· Q· And that's the same as asking the Commission to approve

·6· · ·a revenue requirement based on a decrease in total

·7· · ·pilot productivity, isn't it?

·8· A· No.· It's not based on a decrease.· That's not the
·9· · ·reason we're asking for a revenue increase.
10· Q· It is, however, coinciding with a decrease?

11· A· It is coinciding with a decrease, yes.
12· Q· You're asking -- so you're asking for -- also for a

13· · ·drop in average assignments from 138 in the test year

14· · ·to 123 in the rate year?

15· A· No.· I want to be clear.· We're asking for the -- the
16· · ·UTC Commissioners to fund the number of authorized
17· · ·pilots.· Whatever that number is, that's what we want
18· · ·funding for.
19· Q· And that is based on an assignment level of 123 instead

20· · ·of the average assignment level of 138 in the test

21· · ·year?

22· A· 123 is a number that our safety regulator recommends,
23· · ·and that's a number that got them to 60.
24· Q· Captain Carlson, you're not actually answering my

25· · ·question.· So if -- I remember that we've had this
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·1· · ·issue in prior years.· If you could listen very
·2· · ·carefully to my question.
·3· · · · · You are asking for funding that is based on an
·4· · ·assignment level of 123 assignments per pilot; is that
·5· · ·correct?
·6· A· Currently, the pilot commission said the -- no --
·7· Q· That is not the answer to my question.
·8· · · · · You -- PSP is -- PSP is requesting funding from
·9· · ·this Commission based on an assignment level of 123; is
10· · ·that correct?
11· A· No.
12· Q· So you want to proceed with an average assignment level
13· · ·of 138 for rate-setting purposes?
14· A· Ms. DeLappe, we're asking for funding for -- for 60
15· · ·pilots.· That's the number that our safety regulator
16· · ·set it at.
17· Q· Captain Carlson, would you agree that the BPC set that
18· · ·number of pilots based on 123 assignment per pilot per
19· · ·year?
20· A· I would agree that they based it on 123 plus the
21· · ·president plus an average of one pilot not fit for
22· · ·duty.
23· Q· Wonderful.· We'll cover that later in your testimony.
24· · · · · Captain Carlson, you have participated as PSP's
25· · ·lead witness in all three pilotage rate cases before
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·1· · ·this Commission, correct?
·2· A· Yes.
·3· Q· And you've been president of PSP for all three?
·4· A· No.· I was president --
·5· Q· Vice president.
·6· A· -- for the last one, yes.
·7· Q· Okay.· You were vice president for the first one.
·8· A· Yes.
·9· Q· And you're familiar with Final Order 09 issued in the
10· · ·first pilot rate case?
11· A· I am.
12· Q· In Final Order 09, the Commission adopted what it

13· · ·called the average assignment level, or what we will
14· · ·call AAL, for purposes of rate setting, correct?
15· A· I'm familiar that is what the Commission did then, yes.
16· Q· And in Order 09, the Commission specifically said it
17· · ·was using AAL to determine the number of funded pilots
18· · ·to make clear that it was not using the BPC-adopted
19· · ·targeted assignment level, or TAL, correct?
20· A· At that time, the BPC maintained that there wasn't a
21· · ·TAL.
22· Q· Did your attorney not just state in opening that there
23· · ·was a TAL of 144 at that time?
24· A· That she did.· And that's because the pilots said there
25· · ·was a TAL of 145.· But if you look at the record, they
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·1· · ·said, We're not setting it -- we're not adjusting the
·2· · ·TAL.
·3· · · · · And so PMSA and staff, they both thought that they
·4· · ·can go with an AAL, and that's what the -- that's what
·5· · ·the Commissioners did, and that was appropriate at that
·6· · ·time.
·7· Q· Captain Carlson, I think you've established what I

·8· · ·wanted to get, which is that the TAL at that time was

·9· · ·145.

10· · · · · And the Commission specifically distinguished its

11· · ·role in Final Order 09 as economic regulator distinct

12· · ·from the BPC's role as the safety and licensing

13· · ·authority, correct?

14· A· That's correct.
15· Q· And in the second PSP rate case, in Final Order 08, the

16· · ·Commission reaffirmed its limited role as economic

17· · ·regulator and again used an AAL methodology to

18· · ·determine the number of funded pilots, right?

19· A· They said it was consistent with the AAL, but they also
20· · ·said some other things too.· And I think our attorney
21· · ·also read Paragraph 49 too.
22· Q· And I'm looking at Final Order 08, Paragraphs 157 and

23· · ·158, since I see that you're searching in your binder.

24· · · · · If you could turn to those pages of Final

25· · ·Order 08.
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·1· · · · · Do you see --

·2· A· I'm at Paragraph 157.

·3· Q· Paragraph 157.

·4· · · · · Do you see where it says, "By determining the

·5· · ·number of funded pilots based on an averaging of recent

·6· · ·pilot assignments, the Commission determines PSP's

·7· · ·additional annual revenue requirement and provides

·8· · ·reasonable compensation to pilots without intruding

·9· · ·into areas properly reserved for the BPC"?

10· · · · · Do you see that?

11· A· Can you read that for me again, please.

12· Q· You're in Final Order 08?

13· A· I'm in Final Order 08, at Paragraph 157.

14· Q· So in 157 and 158, you should see where it says, "By

15· · ·determining the number of funded pilots based on an

16· · ·averaging of recent pilot assignments, the Commission

17· · ·determines PSP's additional annual revenue requirement

18· · ·and provides reasonable compensation to pilots without

19· · ·intruding into areas properly reserved for BPC."

20· A· That's not what -- that's not what I read.· I read,

21· · ·"The Commission adopted staff's Proposal 4 determining

22· · ·an AAL based on a five-year average of pilot

23· · ·assignments."

24· Q· Can you look at the last half of Paragraph 158.

25· · · · · · · · · · · · COMMISSIONER RENDAHL:· Ms. DeLappe --
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·1· · · · · · · · · · · · MS. DeLAPPE:· And I'm sorry.  I
·2· · ·didn't have --
·3· · · · · · · · · · · · THE WITNESS:· You said 157.· I'm
·4· · ·sorry.
·5· · · · · · · · · · · · MS. DeLAPPE:· Yes.· There were the
·6· · ·two paragraphs.
·7· Q· (By Ms. DeLappe)· If you could look at the last half of
·8· · ·the Paragraph 158.
·9· · · · · Do you see there the language that I stated?
10· A· Yes.
11· Q· Thank you.
12· · · · · · · · · · · · COMMISSIONER RENDAHL:· Ms. DeLappe,
13· · ·before you go further, what exhibit number --
14· · · · · · · · · · · · JUDGE FUKANO:· One moment.
15· · · · · · · · · · · · COMMISSIONER RENDAHL:· -- are we
16· · ·referring to?· This is Commissioner Rendahl.· Sorry I'm
17· · ·not there in the hearing room.
18· · · · · What exhibit number is the final order?· Is it
19· · ·included in the exhibits, or are we just referring
20· · ·to --
21· · · · · · · · · · · · CHAIR RYBARIK:· Commissioner
22· · ·Rendahl, we're having a really hard time hearing you.
23· · ·It's quiet.
24· · · · · · · · · · · · MS. DeLAPPE:· I believe I did hear
25· · ·enough to say that Final Order 08 is not an exhibit.
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·1· ·We're citing it as authority.
·2· · · · · · · · · · · COMMISSIONER RENDAHL:· Thank you.
·3· ·I'll try to --
·4· · · · · · · · · · · MS. DeLAPPE:· Thank you.
·5· · · · · · · · · · · COMMISSIONER RENDAHL:· -- work on
·6· ·the microphone here.
·7· · · · · · · · · · · JUDGE FUKANO:· We should -- let's
·8· ·take a brief recess to see if we can resolve the
·9· ·technical issue with Commissioner Rendahl's output.
10· ·The court reporter is unable to hear her statements,
11· ·and so we will take a five-minute recess and be off the
12· ·record to resolve this technical issue.· Thank you.
13· ·Thank you for your patience.
14· · · · · · · · · · · · · · ·(Pause in proceedings from
15· · · · · · · · · · · · · · · 10:24 a.m. to 10:26 a.m.)
16
17· · · · · · · · · · · JUDGE FUKANO:· We will be back on
18· ·the record.· It is approximately 10:26 a.m.
19· · · · We are in the midst of the cross of Captain
20· ·Carlson by PMSA.· Commissioner Rendahl had a question
21· ·that was not captured by the court reporter, so we will
22· ·begin by repeating the question that Commissioner
23· ·Rendahl had.
24· · · · · · · · · · · COMMISSIONER RENDAHL:· Thank you for
25· ·your patience.· Technical difficulties.
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·1· · · · · My question to Ms. DeLappe was what exhibit number
·2· · ·this -- was the Commission's Order 08, or were we
·3· · ·referring to it merely as a -- referring to the
·4· · ·citation for, you know, taking official notice of that.
·5· · · · · · · · · · · · JUDGE FUKANO:· Thank you.· And we
·6· · ·have that now properly transcribed, and we can proceed.
·7· · · · · · · · · · · · MS. DeLAPPE:· Thank you.
·8· Q· (By Ms. DeLappe)· Captain Carlson, you recognize, then,
·9· · ·that in these two past orders, the Commission has
10· · ·stated that AAL is important?
11· A· I rec- -- excuse me.
12· · · · · I recognize that the Commission said that they
13· · ·used both.· They did both.· They also put a premium in
14· · ·the rates, recognizing the extra work, if you look at
15· · ·Paragraph 164.
16· Q· Captain Carlson, I didn't ask for all the things that
17· · ·the Commission said were important.· I asked simply for
18· · ·you to acknowledge that the Commission stated that AAL
19· · ·is important.
20· A· They stated that, among other things, yes.
21· Q· Thank you.
22· · · · · In this proceeding, you did not provide the
23· · ·Commission with an AAL calculation, did you?
24· A· No.
25· Q· And, in fact, your direct testimony states that you
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·1· · ·see, quote, no role for average assignment level in

·2· · ·assisting the Commission to determine the number of

·3· · ·pilots that should be funded in the tariff, correct?

·4· A· That's correct.· I see no role in looking backward, no.
·5· Q· And the reason you gave for that position was that the

·6· · ·BPC has now adopted a TAL that authorized 60 pilots,

·7· · ·correct?

·8· A· Yes.
·9· Q· And your position now is that the Commission should

10· · ·abandon its independent AAL analysis and adopt the TAL,

11· · ·isn't it?

12· A· But we're looking at Paragraph 49, and it seems the
13· · ·Commission's willing to too.
14· Q· Could you answer my question.

15· A· Yes.
16· Q· Your position now is that the Commission should abandon

17· · ·its independent AAL analysis and adopt the TAL.

18· · · · · Can you just answer that question.

19· A· I can say my position is I would like the Commission to
20· · ·abandon the AAL methodology and adopt the number of
21· · ·authorized pilots by the Commission.
22· Q· And when you refer to the Commission in that last

23· · ·instant, you're referring to the Board of Pilots

24· · ·Commission there?

25· A· I'm sorry.· Yes, I am.· Pilot Commission.
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·1· Q· Thank you.

·2· · · · · All right.· So this position is not the same

·3· · ·position you brought on behalf of PSP in the two prior

·4· · ·cases, is it?

·5· A· Can you enlighten me a little bit.· I know in the first

·6· · ·case, we sought 61.· We learned our lesson.· We sought
·7· · ·61.· The Commission then said, You're not authorized
·8· · ·for that many pilots.· We learned our lesson.
·9· Q· So let's talk -- rather than talking about the number

10· · ·of pilots, I'm talking about the assignment level,

11· · ·Captain Carlson.

12· · · · · So in the 2019 rate case, PSP proposed an average

13· · ·assignment level of 118, correct?

14· A· That's correct.
15· Q· And in 2019, PSP did not want the Commission to adopt

16· · ·that TAL of 145, right?

17· A· That is correct.· We wanted 118.
18· Q· Okay.· And so in the next PSP rate case, you

19· · ·specifically highlighted PSP's efficiency metrics,

20· · ·right?

21· A· Yes.
22· Q· And you testified that you personally maintained those

23· · ·metrics, right?

24· A· At that time, yes.

25· Q· You measured efficiency by comparing average assignment
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·1· · ·levels per pilot specifically showing efficiency

·2· · ·through an increase from 122.28 on-watch assignments

·3· · ·per pilot in 2019 to 128.86 on-watch assignments in

·4· · ·2022.

·5· · · · · Does that sound right?

·6· A· That is correct.
·7· Q· And PSP used average assignment levels to argue it had

·8· · ·become more efficient and therefore deserved higher

·9· · ·compensation, right?

10· A· Yes.
11· Q· You testified that average assignment levels were --

12· · ·I'm quoting you here -- the most significant metric to

13· · ·track to assess the effects of PSP's efficiency

14· · ·measures.

15· · · · · Does that sound right?

16· A· Yes, it does.
17· Q· All right.· In the 2022 case, PSP recommended use of

18· · ·the AAL and not use of the TAL, as you've just

19· · ·testified, right?

20· A· Can you say that question -- that again.
21· Q· Yeah.

22· · · · · So in the last rate case --

23· A· Yes.
24· Q· -- PSP recommended that the Commission use the average

25· · ·assignment level, not the targeted assignment level,
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·1· · ·right?

·2· A· I -- can you point to somewhere where I say that?

·3· Q· If you look at your -- let me pull up your exhibit,

·4· · ·IC-08T, from the last rate case.· And I'm just asking

·5· · ·you to confirm that you were not -- let's go a simpler

·6· · ·way on this.

·7· · · · · You were not asking this Commission to use the

·8· · ·targeted assignment level of 145, were you?

·9· A· We were asking this Commission to fund the number of

10· · ·authorized pilots at 56.

11· Q· And that was based on an assignment level that was not

12· · ·145, right?

13· A· It really -- the Commission -- I got to tell you, if

14· · ·you -- in history, the Commission, when they set the

15· · ·number of authorized pilots in 2019 at one --

16· Q· When you refer to the Commission --

17· A· No.· The number of authorized pilots.· I'm sorry.  I

18· · ·keep saying the Commission.· When the Pilot Commission

19· · ·set the number of authorized pilots in July of 2019,

20· · ·they set that number based upon just "it feels good"

21· · ·number, and that number --

22· Q· Captain Carlson.

23· A· -- reflected 127 assignments, but they refused to set a

24· · ·TAL.

25· Q· From 2010 until 2014, the TAL in place was 124, right?
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·1· · ·I mean 145.· Excuse me.
·2· A· Actually until 2019, yes.
·3· Q· So from 2010 to 2019, it was 145?
·4· A· Yes.
·5· Q· And earlier today, you testified -- in your very first
·6· · ·testimony today, you testified it was 145 at the time
·7· · ·of the first rate case?
·8· A· So that is because, if you look at the record, the
·9· · ·Pilot Commission did not set a TAL.· They were kind of
10· · ·new at this, and they just elevated the number of
11· · ·pilots, but they refused to set a TAL.· But that
12· · ·number, if you did the math, equalled out to 127
13· · ·assignments per pilot.
14· Q· Do you have someplace in your testimony or exhibits
15· · ·where you explain that or have any evidence of that?
16· A· I didn't think it would be required.
17· Q· So during the entire period where the TAL was higher
18· · ·than it is -- was in 2024 when it changed to 123, there
19· · ·were no safety incidents attributed to pilot workload
20· · ·or fatigue, correct?
21· A· That's correct.
22· Q· And in the Final Order 09, the Commission found that,
23· · ·in 2018, the most productive PSP pilots completed 222,
24· · ·191, and 183 assignments each that year.
25· · · · · Do you recall that?
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·1· A· I do.
·2· Q· And the Commission further found that PSP does not
·3· · ·contend that there is no evidence in the record that
·4· · ·these pilots -- there was nothing that said that these
·5· · ·pilots had violated rest rules, right?
·6· A· We did not.
·7· Q· And in 2018, with the TAL of 145, at least three PSP
·8· · ·pilots safely completed between 183 and 222 assignments
·9· · ·in a single year, correct?
10· A· That's correct.
11· Q· Could you please turn to Exhibit MM-42.· And you may
12· · ·recall that that's a copy of PSP's response to PMSA's
13· · ·Data Request 118.
14· · · · · · · · · · · · MS. CARSON:· Excuse me.· Was that
15· · ·Exhibit MM- --
16· · · · · · · · · · · · MS. DeLAPPE:· Yes.
17· · · · · · · · · · · · MS. CARSON:· -- 42?
18· · · · · · · · · · · · MS. DeLAPPE:· MM-42.
19· · · · · · · · · · · · THE WITNESS:· I got 41 and 43.
20· Q· (By Ms. DeLappe)· And it's not that you have to refer
21· · ·to it.· You can look at 41, if you would prefer.
22· · ·MM-41.
23· · · · · MM-41 is entitled "Summary of PSP 2024 Assignment
24· · ·Data."· And it's based on PSP's response to PMSA Data
25· · ·Request 118.· So it's based on the same data as is in
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·1· · ·MM-42.
·2· A· Excuse me.· I need to zoom a couple here.· I just can't
·3· · ·read it.
·4· Q· And I'm not going to ask you anything about MM-42
·5· · ·except to just help you see that it's summarized in 41.
·6· A· Okay.· Anyway, I've got it.
·7· Q· All right.· So what we are going to talk about, so you
·8· · ·recognize the data in Exhibit MM-42 is your data?
·9· A· Yes, I do.
10· Q· Okay.
11· A· Yes, I do.
12· Q· And that data shows the individual pilot assignments in
13· · ·2024 organized by pilots, right?
14· A· Yes.
15· Q· All right.· Thank you.
16· · · · · So MM-41 is -- summarizes that same data for the
17· · ·range of individual assignments per pilot in the test
18· · ·year, right?
19· A· Yes.
20· Q· Okay.· And do you see in Exhibit MM-41 that it shows in
21· · ·the table minimum and maximum?· So it shows the total
22· · ·individual jobs done by one pilot for minimum of 42
23· · ·assignments?
24· A· Yes.
25· Q· And the maximum completed by an individual pilot was
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·1· · ·176?
·2· A· Yes.
·3· Q· Okay.· And that pilot who operated 176 assignments
·4· · ·operated safely for all of those assignments, correct?
·5· A· In 2024?
·6· Q· Yes.
·7· A· Yes.
·8· Q· Okay.· And you see the list of pilots down below that
·9· · ·summary table.
10· · · · · And the second-ranked pilot on the list completed
11· · ·172 assignments?
12· A· Yes.
13· Q· Also operated those safely, correct?
14· A· Yes.
15· Q· And the third highest completed 169 assignments also
16· · ·safely?
17· A· I'll say yes all the way to the bottom if you want.
18· Q· Very good.
19· · · · · So PSP's own dispatch data shows 30 pilots
20· · ·completed 135 or more assignments in 2024, correct?
21· A· That's correct.
22· Q· And all safely?
23· A· I assume.
24· Q· Is there any --
25· A· No incidents.

Page 93
·1· Q· No reason to believe that they were operated unsafely

·2· · ·or in violation of rest rules?

·3· A· No.
·4· Q· All right.· Let's turn to Exhibit 40 -- IC-42X.

·5· A· I -- cross exhibit?
·6· Q· That's right.· Cross Exhibit IC-42.

·7· A· Okay.· Just a minute.
·8· · · · · Okay.· Whoops.· I'm there.
·9· Q· Okay.· That exhibit is an excerpt from your

10· · ·cross-examination in the last case, right?

11· A· Yes.
12· Q· And you were asked, "Would PSP ever knowingly dispatch

13· · ·pilots to jobs in violation of the state's rest rules

14· · ·or any other safety regulations"?

15· A· That's correct.
16· Q· And you answered, under oath, "No"?

17· A· Yes.
18· Q· That hasn't changed since the last hearing, right?

19· A· Not knowingly.· We occasionally do, but it's
20· · ·accidental, and everybody gets called on the carpet for
21· · ·it.
22· Q· So you don't knowingly dispatch pilots to assignments

23· · ·that would be unsafe or in violation of fatigue rules?

24· A· That's correct.
25· Q· And that means every one of the assignments listed by
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·1· · ·PSP in response to Data Request 118 was, to your
·2· · ·knowledge, dispatched as safe and rested?

·3· A· Yes.
·4· Q· The pilot watch calendar is structured roughly the same
·5· · ·now as it was at the time of the last case, right?
·6· A· That's correct.
·7· Q· And these 30 pilots who worked assignments above 135 in
·8· · ·2024, they worked their assignments under the same rest
·9· · ·rules and watch standing schedule as everyone else,
10· · ·right?
11· A· Yes.
12· Q· Under the fatigue rules currently in effect, at least

13· · ·one PSP pilot safely performed 176 ship assignments in
14· · ·the test year, right?
15· A· Yes.
16· Q· In this case, you described BPC's 2024 TAL of 123 as,
17· · ·quote, safe and efficient, end quote, level of work for
18· · ·PSP pilots, right?
19· A· That is correct.
20· Q· Your Exhibit IC-26 labels assignments above -- do you
21· · ·need to get there?

22· A· Well, is it my exhibit or --
23· Q· It is your exhibit.
24· A· Okay.
25· Q· IC-26.
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·1· A· Okay.· I have it.
·2· Q· Thank you.
·3· · · · · It labels assignments above 123 as, quote,
·4· · ·additional work performed above safe and efficient
·5· · ·level established by the BPC in 2024, correct?
·6· A· Yes.
·7· Q· By describing the TAL at 123 as the safe and efficient
·8· · ·level, are you implying that all the pilots performing
·9· · ·above 123 assignments in a year are operating unsafely?
10· A· What I'm -- no, I'm not.· But I'm also saying that the
11· · ·Commission's -- the Pilot Commission set that as their
12· · ·safe and efficient assignment level.
13· · · · · Now, guys are coming in on their days off and
14· · ·working.· The Pilot Commission says they don't want
15· · ·that to happen as much as has been happening.
16· Q· So you're asking this Commission to accept that 123
17· · ·assignments is the upper band of safe and efficient
18· · ·work in this case, aren't you?
19· A· Yes.
20· Q· The TAL of 123 is calculated as an average, not a
21· · ·safety ceiling above which operations become unsafe,
22· · ·right?
23· A· That's correct.
24· Q· As an average, the TAL is a staffing efficiency target
25· · ·applied across all pilots, not a safety threshold per
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·1· · ·individual pilot, right?

·2· A· I'm sorry.· You're right.· And I misspoke.· An average
·3· · ·of 123.
·4· Q· Okay.· Since it is an average, you are not asking this

·5· · ·Commission to accept that 123 assignments is the upper

·6· · ·band of safe and efficient work in this case, right?

·7· A· We're not asking this Commission to do anything other
·8· · ·than fund the number of authorized pilots.· That's what
·9· · ·we're asking.
10· Q· And so you, in your testimony in this case, have

11· · ·discussed 123 assignments as the relevant number, and

12· · ·now you're saying that we should disregard that and

13· · ·only look at the effect of accepting that, which is the

14· · ·number of funded pilots?

15· A· Can you repeat that question, please.
16· Q· Let's look at the Exhibit IC-26 that you were just

17· · ·looking at.

18· A· Okay.
19· Q· It compares historical average assignment levels to

20· · ·BPC's 2024 target assignment level of 123, right?

21· A· Yes.
22· Q· It shows that in 2021, pilots worked an average of

23· · ·143.11 assignments per pilot, correct?

24· A· Yes.
25· Q· And in 2022, 146.71 assignments per pilot, right?
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·1· A· Yes.
·2· Q· And in 2023, 137.23 assignments per pilot?

·3· A· Yes.
·4· Q· And in 2024, 137.95 assignments per pilot?

·5· A· Yes.
·6· Q· So in every year from 2021 to 2024, pilots safely

·7· · ·worked above the 2024 on-watch TAL of 123, right?

·8· A· Yes, Ms. DeLappe, we can refuse to not work extra, if
·9· · ·you like, but we're not gonna.· So we're working beyond
10· · ·what we should be working, what the Pilot
11· · ·Commission said we should --
12· Q· Captain Carlson --

13· A· -- be working.
14· Q· -- that goes beyond my question.

15· · · · · What I asked was that pilots safely worked above

16· · ·that TAL, and you answered yes.· That is the answer to

17· · ·my question.· You will have an opportunity, as you

18· · ·know, to discuss more on redirect.

19· · · · · On-watch -- regarding your rebuttal testimony in

20· · ·IC-16T, which I recognize has now been revised, but you

21· · ·testified there that the BPC's TAL of 123 includes only

22· · ·on-watch assignments, right?

23· A· That's correct.
24· Q· Okay.· And you're either including or excluding

25· · ·callbacks in that 123 average per pilot.· Which is it?
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·1· A· We're excluding callbacks in that 123.
·2· Q· Okay.· So let's -- I'm going to ask you to turn to
·3· · ·Exhibit JR-10.· And that's the BPC's 2024 annual
·4· · ·report.· And if you could turn to Page 9.
·5· A· Okay.
·6· Q· There on that page, you can see that it's -- says, "The
·7· · ·group voted to recommend a target on-watch assignment
·8· · ·level (TAL) of 123 assignments per pilot per year to
·9· · ·align with the BPC's stated goal of limiting off-watch
10· · ·assignments to a rate of 5 percent or less per year.
11· · ·In June, the board unanimously voted to set the TAL at
12· · ·123 assignments per pilot per year, which does not
13· · ·include any callbacks."
14· · · · · So what you just testified is consistent with
15· · ·excluding the callbacks, correct?
16· A· Correct.
17· Q· So you are using -- there it says to use a rate of 5
18· · ·percent for the callbacks, right?
19· A· Or less.
20· Q· Okay.· So 123 multiplied by 1.05 equals 129, correct?
21· A· Yes.· Or less.
22· Q· So let's turn now to Cross Exhibit IC-37.
23· · · · · And that's a -- just as you're getting there, I'll
24· · ·tell you that's a letter dated --
25· A· Yes.
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·1· Q· Okay.
·2· A· I got it.
·3· Q· Okay.· So that's a letter dated July 10th, 2024, that
·4· · ·you submitted to the BPC on behalf of PSP, right?
·5· A· Right.
·6· Q· And in this letter, at Page 4, at the bottom of that
·7· · ·page, above your signature, you show that when
·8· · ·calculating the number of pilots needed, you applied
·9· · ·the TAL of 123 to only 95 percent of the assignments,
10· · ·right?
11· A· Correct.
12· Q· And that's because you explicitly reserved 5 percent
13· · ·for callbacks?
14· A· That's correct.
15· · · · · Or excuse me.· Can you repeat that question again,
16· · ·please.
17· Q· Certainly.
18· · · · · That's because you reserved 5 percent for
19· · ·callbacks, right?
20· A· What do you -- excuse me.· But what do you mean by
21· · ·reserve 5 percent for callbacks?
22· Q· So if you look at the third bullet point.
23· A· Right.
24· Q· You have there, 95 percent of 7,530 equals 7,153,
25· · ·right?
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·1· A· Yes.
·2· Q· Isn't the use of 95 percent consistent with that 2024

·3· · ·BPC annual report that I just quoted from?

·4· A· It is.· It's not what the -- what they did, but it is
·5· · ·my submission.
·6· Q· And you're not talking about -- when you say it's not

·7· · ·what they did, you mean the total of 62 pilots at the

·8· · ·end of your letter?

·9· A· That too.· But they did not adopt a 5 percent mandatory
10· · ·callback ratio.· They just said 123.· And that was
11· · ·affirmed in the last Commission meeting twice.
12· Q· So let's proceed, then, with your calculation in this

13· · ·letter, Captain Carlson.

14· · · · · In your July 2024 submission to the BPC, you were

15· · ·asking the BPC to authorize 62 pilots, correct?

16· A· That's correct.
17· Q· And the BPC, after receiving that letter, authorized 60

18· · ·pilots, not your requested 62?

19· A· That's correct.
20· Q· And in that July 10th, 2024, letter, at Page 4, the

21· · ·formula you used to calculate the number of pilots was

22· · ·to take the 95 percent of the total trailing 12-month

23· · ·assignments, and then as a second step, to divide the

24· · ·TAL of 123, divide that by the TAL of 123, and then for

25· · ·the third step, to add a number for not-fit-for-duty
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·1· · ·pilots --
·2· A· Yes.
·3· Q· -- and then add one for the president?
·4· A· Correct.
·5· Q· And that gives you the number of on-watch funded
·6· · ·pilots, correct?
·7· A· That's correct.
·8· Q· And in the letter, the total assignment figure -- and
·9· · ·for this, I'd like you to go back two pages.· That's
10· · ·where you say about the projection, the predicting
11· · ·traffic.
12· · · · · The total assignment figure you plugged into your
13· · ·formula was 7,530 based on reducing your trailing 12
14· · ·months of assignments at the time by the net reduction
15· · ·of 104 assignments based on the Northwest Seaport
16· · ·Alliance rotation schedule, right?
17· · · · · · · · · · · · MS. CARSON:· Object to the form of
18· · ·the question as ambiguous.
19· Q· (By Ms. DeLappe)· Do you understand the question,
20· · ·Captain -- excuse me.
21· · · · · · · · · · · · JUDGE FUKANO:· Any response from
22· · ·PMSA?
23· · · · · · · · · · · · MS. DeLAPPE:· I don't believe it was
24· · ·ambiguous to Captain Carlson, but I'm happy to clarify,
25· · ·if it was.
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·1· · · · · · · · · · · · JUDGE FUKANO:· Perhaps, please
·2· · ·rephrase.
·3· · · · · · · · · · · · MS. DeLAPPE:· Okay.· Thank you.
·4· Q· (By Ms. DeLappe)· So, Captain Carlson, you see on
·5· · ·Page 2 that you referred to a reduction in the number
·6· · ·of predicted vessels based on information from the
·7· · ·Northwest Seaport Alliance rotation schedule, right?
·8· A· Yes.
·9· Q· And so the total assignment figure that you used on
10· · ·Page 4 of this letter was 7,530, right?
11· A· Yes.
12· Q· And that was based on the trailing 12 months reduced by
13· · ·104 assignments based on that schedule?
14· A· Yes.
15· Q· So following your math there, 95 percent of 7,530
16· · ·equals 7,153 on-watch assignments, right?
17· A· Yes.
18· Q· And then you divide that by 123.· That equals 58.2,
19· · ·right?
20· A· Yeah.
21· Q· And then you add .87 for not fit for duty and one for
22· · ·the president.
23· A· That's correct.
24· Q· To get to 60 pilots, right?
25· A· Yes.
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·1· Q· Let's apply the formula that your letter -- in your

·2· · ·letter to the actual assignment data that is now in the

·3· · ·record.

·4· · · · · Are you asking for an objection for your counsel?

·5· A· Yes.
·6· · · · · · · · · · · · MS. DeLAPPE:· That's not your job,

·7· · ·Captain Carlson.· That wasn't a question.

·8· Q· (By Ms. DeLappe)· So you do know the current trailing

·9· · ·12 months for March 2025 to February 2026?

10· A· I do.

11· Q· It's 6,985?

12· A· Yes.
13· Q· So applying your formula, 95 percent of 6,985 would be

14· · ·6,636?

15· A· Ms. DeLappe, this formula was not accepted by the Pilot
16· · ·Commission.
17· Q· This is not the question.· I'm asking you to apply the

18· · ·formula.· If you apply 95 percent to 6,985?

19· · · · · · · · · · · · MS. CARSON:· I'm going to object to

20· · ·asking the witness to do this calculation on the stand.

21· · · · · · · · · · · · MS. DeLAPPE:· Then I can go ahead

22· · ·and represent to you that it would be 6,636.

23· · · · · · · · · · · · JUDGE FUKANO:· Well, for purpose of

24· · ·the objection --

25· · · · · · · · · · · · MS. DeLAPPE:· Sorry.
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·1· · · · · · · · · · · · JUDGE FUKANO:· -- I think it would
·2· · ·be appropriate to proceed subject to check.· Would that
·3· · ·be reasonable, PSP?
·4· · · · · · · · · · · · MS. CARSON:· Yes.
·5· · · · · · · · · · · · MS. DeLAPPE:· Thank you.
·6· · · · · · · · · · · · JUDGE FUKANO:· And subject to check,
·7· · ·you may proceed.
·8· · · · · · · · · · · · THE WITNESS:· Go ahead.
·9· Q· (By Ms. DeLappe)· Do you have the calculation for us?
10· · · · · Did you calculate it, or would you like me to give
11· · ·it to you?
12· · · · · 6,636?
13· A· Yes.
14· Q· Okay.· And then if you divide that by the TAL of 123,
15· · ·the answer is 53.9?
16· A· I have 54, but okay.
17· Q· After you add a president, it's 54.9?
18· A· No.· Actually, after you add a president and a not fit
19· · ·for duty, it'd be 56.· You're not -- yeah.
20· Q· So thank you.· I think that is -- 56 is exactly where I
21· · ·was going.
22· · · · · So PSP is asking this Commission to fund 60 pilots
23· · ·in rates, but your own formula applied to actual
24· · ·trailing 12-month data currently would only support 56,
25· · ·right?
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·1· A· The Commission, the Pilot Commission formula supports

·2· · ·60.· That's what we're asking for.· The 60 number for

·3· · ·the --

·4· Q· Captain Carlson.

·5· A· -- Pilot Commission.

·6· Q· -- I was talking about your formula.

·7· A· My formula is defunct.· They didn't accept it.

·8· Q· Are you aware that Final Order 08 required PSP to

·9· · ·clearly identify its projected vessel assignments?

10· A· Yes.

11· Q· And that's also required by the regulations, correct?

12· A· I think we sought clarity on that.· Anyway.· But we did

13· · ·identify the projected assignments.· It's the very last

14· · ·column.· The only thing I didn't do was sum the total.

15· · ·In IC-14.· Very last column.

16· Q· So nowhere in your testimony in IC-01T did you identify

17· · ·a specific number of projected assignments, did you?

18· A· I'm not certain.· I don't think I did.· But I'm not

19· · ·certain.

20· Q· You are aware that PMSA and Commission staff reviewed

21· · ·your direct testimony in this case and reached

22· · ·different conclusions about what your projected

23· · ·assignment number was?

24· A· Yes, I am.

25· Q· And you know that Captain Moore testified he believed
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·1· · ·you were projecting 7,446 assignments?
·2· A· Yes.· Because those all -- those numbers are all in
·3· · ·that last column.
·4· Q· And staff witness Sevall believed you were projecting
·5· · ·7,289 assignments?
·6· A· That's because he removed cancellations.· But those
·7· · ·numbers are in the column on the right.· Column AN.
·8· Q· So I'd like you to turn to Cross Exhibit IC-40.
·9· A· Okay.
10· Q· And whose exhibit is that question about?
11· A· Well, that question was sent to witness Sevall.
12· Q· Right.
13· · · · · But do you see there that it says -- the topic of
14· · ·the question is Carlson Exhibit IC-14?
15· A· Yes.
16· Q· In your capacity as PSP's president and lead witness in
17· · ·this case, do you keep yourself completely unaware of
18· · ·data requests that are received by you personally in
19· · ·your e-mail when they are directed to staff?
20· A· No, I don't.
21· Q· You do read them, don't you?
22· A· I do.
23· Q· And you read the responses to them, don't you?
24· A· I do.
25· Q· So you were aware of staff's response to this request
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·1· · ·when it was made?

·2· A· I am.· I was.
·3· Q· And you were aware, then, that staff's witness Scott

·4· · ·Sevall stated that the projected assignments in IC-14,

·5· · ·quote, was not clearly articulated?

·6· A· Yes.· And that came January 23rd, which was between
·7· · ·when our original was filed and our rebuttal was due.
·8· Q· So not until you filed your rebuttal testimony did you

·9· · ·disclose specifically in your testimony that your

10· · ·original 2025 vessel projection number was 7,446?

11· A· No.· We could have done an errata on the 9th of March,
12· · ·but -- and it would have just involved putting one
13· · ·number in that bottom cell, and that would have been
14· · ·all it was.
15· Q· I think that we will not discuss the procedural rules

16· · ·for errata revisions and move on, then, to your direct

17· · ·testimony, IC-01T.

18· · · · · So you submitted that to the Commission in late

19· · ·July 2025, correct?

20· A· Yes.· No.· Late June.· Or was it late July?· I'm sorry.
21· · ·Late July.· You're right.
22· Q· Thank you for the assistance.

23· · · · · At that point, approximately six months of 2025

24· · ·had passed, right?

25· A· Yes.
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·1· Q· In Exhibit IC-01T, you stated that -- and I can point

·2· · ·you to the page.· It's --

·3· A· Please.
·4· Q· -- Page 55.· Starting at Line 16.

·5· · · · · You stated that PSP had already, quote, seen a

·6· · ·substantial decrease in vessel traffic at the start of

·7· · ·2025 due in large part to tariffs and economic

·8· · ·uncertainty, right?

·9· A· Yes.
10· Q· But you identified only two specific pro forma

11· · ·adjustments you were making to vessel traffic:· An

12· · ·increase of 40 for cruise ships and a decrease of 182

13· · ·for the Sea Reliance ATB, right?

14· A· Yes.
15· Q· And you intended the total from those adjustments to

16· · ·result in 7,446 assignments for 2025?

17· A· Yes.
18· Q· So by the time you filed this testimony, you knew that

19· · ·7,446 assignments was unlikely to be attained, didn't

20· · ·you?

21· A· So what we use is Mike's methodology, which is known
22· · ·changes in announcements.· These were a lot of blank
23· · ·sailings.· They weren't removal from the schedule.· If
24· · ·the vessels aren't removed from the schedule that's
25· · ·posted on the Northwest Seaport Alliance website, we
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·1· · ·don't remove them, because we don't know if they're
·2· · ·going to stay or not.· These Trump tariffs, nobody
·3· · ·knew.· We had -- I mean, nobody really knew.
·4· Q· So --
·5· · · · · · · · · · · · JUDGE FUKANO:· Beg your pardon.· In
·6· · ·your response, you identify someone as Mike.· Who are
·7· · ·you referring to?
·8· · · · · · · · · · · · THE WITNESS:· I'm sorry.· Captain
·9· · ·Moore.
10· · · · · · · · · · · · JUDGE FUKANO:· Thank you.
11· · · · · · · · · · · · THE WITNESS:· My fault.· I'm sorry.
12· · · · · · · · · · · · MS. DeLAPPE:· That's M-o-o-r-e.
13· Q· (By Ms. DeLappe)· All right.· So the -- let's turn to
14· · ·Exhibit JR-31.· And while that's being run to you, that
15· · ·is the PSP earned revenue report, UTC, for June 2025.
16· · · · · · · · · · · · JUDGE FUKANO:· What was that exhibit
17· · ·number again?
18· · · · · · · · · · · · MS. DeLAPPE:· JR-31.
19· · · · · · · · · · · · JUDGE FUKANO:· Thank you.
20· · · · · · · · · · · · MS. DeLAPPE:· Thank you.
21· Q· (By Ms. DeLappe)· And if you could turn to the second
22· · ·page.
23· · · · · So that was -- that report, that was prepared by
24· · ·PSP, right?
25· A· Yes.
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·1· Q· And that was prepared on July 9th, 2025?
·2· A· Yes.
·3· Q· And so you had that report before you filed your direct
·4· · ·testimony in this case?
·5· A· Most probably, yes.
·6· Q· Let's turn to Page 2, the summary page.
·7· · · · · And if you could go down two lines on that page,
·8· · ·where it shows ship assignments year to date through
·9· · ·June 30th, 2025.
10· A· Yes.
11· Q· So that's the first six months of 2025.· You have a
12· · ·total of 3,419 assignments?
13· A· Yes.· And, of course, even though -- and I'll
14· · ·stipulate, yeah, traffic's down.· But the first half of
15· · ·the year doesn't yield as much traffic as the second
16· · ·half of the year ever.
17· Q· But if you did double that number of assignments to
18· · ·annualize it, it would be approximately 6,838
19· · ·assignments?
20· A· If that were the formula, yes.
21· Q· So that annualized pace of assignments would be 608
22· · ·assignments below your projected figure of 7,446,
23· · ·correct?
24· A· Yes.
25· Q· So to reach 7,446 for the full year, PSP would need --
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·1· · ·would have needed to have completed 4,027 ship
·2· · ·assignments in the second half of 2025, right?
·3· A· Right.· We do not want to cast into doubt any -- we
·4· · ·don't want to build revenue that's not there.· So put
·5· · ·another way, if -- this doesn't benefit us to build
·6· · ·revenue that's not there.· But if those vessels were on
·7· · ·the schedule and they were not coming, they call them
·8· · ·blank sailings.· If those vessels were blanked, we
·9· · ·didn't remove them from the -- from the equation.· And
10· · ·those vessels were blank sailings.
11· Q· So, Captain Carlson, that would have represented almost
12· · ·18 percent increase, like, more traffic in the second
13· · ·half of the year than in the first half, right?
14· A· Okay.
15· Q· So you testified that the substantial decrease in
16· · ·traffic, as we discussed just now, in the first six
17· · ·months was driven by tariffs and economic uncertainty?
18· A· Yes.
19· Q· As of July 2025, had those conditions abated?
20· A· No.
21· Q· You had no reason to believe there was any reversal of
22· · ·those conditions on the horizon, did you?
23· A· From time to time, we did have reason to believe.
24· · ·We -- we subscribed to the Journal of Commerce and
25· · ·newsletter, and there is all sorts of speculation on
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·1· · ·what's going to happen with shipping based upon Trump
·2· · ·tariffs:· Are they going to stay?· Are they going to
·3· · ·go?· What's going to happen?
·4· Q· You didn't identify any of that in your Exhibit IC-01T?

·5· A· Other than to say uncertainty.
·6· Q· There was no evidence that you presented for believing

·7· · ·that the -- those conditions would abate --

·8· · · · · · · · · · · · MS. CARSON:· Objection.

·9· Q· (Continuing by Ms. DeLappe)· -- in 2025?

10· · · · · · · · · · · · MS. CARSON:· Objection.· The witness

11· · ·is allowed to provide evidence on the stand.

12· · · · · · · · · · · · MS. DeLAPPE:· I'm just asking

13· · ·regarding the requirement that there be vessel

14· · ·projections and analysis supporting them in the initial

15· · ·filing.

16· · · · · · · · · · · · JUDGE FUKANO:· I'm going to sustain

17· · ·the objection.· I believe the witness was in the

18· · ·process of testifying what he relied on for the basis

19· · ·of his calculation and that -- yes, so objection will

20· · ·be sustained.

21· · · · · You may continue your answer.

22· · · · · · · · · · · · THE WITNESS:· Anyway, so -- forgot
23· · ·where I was.
24· · · · · Regardless, there was uncertainty.· We didn't
25· · ·know.· We kept doing like everybody else, looking for a
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·1· · ·bright spot.· We didn't know, and so we just held on
·2· · ·and waited.
·3· · · · · We understood that it could go the wrong way for
·4· · ·us.· Not in this case, but just traffic would continue
·5· · ·to drop.· And it did.· And we were looking -- and now
·6· · ·we're looking at other things for it to rise.· We don't
·7· · ·know for sure.· Nor does anybody.
·8· Q· (By Ms. DeLappe)· So to summarize, you internally had
·9· · ·data, as of the filing, the initial filing, that there
10· · ·were only 3,419 assignments in the first half of 2025,
11· · ·but you did not include that information in your
12· · ·initial filing?
13· A· That's correct.
14· Q· And you did not identify any evidence in your filing of
15· · ·reasons to believe that the economic uncertainty and
16· · ·tariffs would be reversed at any time during 2025?
17· A· Nor did we have any certainty that it would continue.
18· Q· Last night, you filed a revised projection changing
19· · ·your rebuttal evidence from a projection of 7,186 to
20· · ·7,114, right?
21· A· That's correct.
22· Q· And that was to provide an update based on more recent
23· · ·data?
24· A· No.· It was based on a mistake I made.· So not more
25· · ·recent.· The data was there, but I just didn't catch it
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·1· · ·when I was putting it together.
·2· Q· If you could look at Exhibit MM-60.· And that is an
·3· · ·announcement issued on January 2023 -- 2026 about -- so
·4· · ·about Evergreen canceling its weekly service, right?
·5· A· Canceling its ad hoc weekly service, yes.
·6· Q· And so that is information that you had at the time
·7· · ·that you filed your rebuttal testimony, isn't it?
·8· A· No, it isn't.
·9· Q· You don't receive these published announcements?· You
10· · ·don't follow them?
11· A· I was surprised when I saw this one, yeah.
12· Q· And you saw it for the first time in Captain Moore's
13· · ·submission?
14· A· That's correct.
15· Q· So that's two pilots in on -- and two pilots out.· So
16· · ·four pilots a week, right?
17· A· That's correct.
18· Q· And you just revised your forecast, but the forecast
19· · ·that you just submitted last night is still not
20· · ·accurate, is it?
21· A· Well, we're going to check -- we're going to be asking
22· · ·you guys in a bit whether or not you want to remove
23· · ·those.· Because we don't think that they're really
24· · ·going to go away.· We -- in fact, I checked with
25· · ·Captain Chang, the port captain for Evergreen, the
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·1· · ·other day, and he sent me an e-mail saying, We hope it
·2· · ·doesn't.· We don't think it will.
·3· · · · · So that's not.
·4· Q· I think that answers my question, then, that your
·5· · ·revised rebuttal evidence doesn't account for that.
·6· A· That's correct.
·7· Q· Okay.· So I'm going to switch topics now.
·8· · · · · In your testimony in this case, you are arguing
·9· · ·that the current retirement needs to stay in place
10· · ·because you consider it a critical component of how to
11· · ·attract and retain pilots, correct?
12· A· Can you point me to where I say that, that retirement
13· · ·attract and retain?
14· Q· So if you look at --
15· A· Tied together.
16· Q· -- Exhibit IC-16T, Page 66, starting at Line 11.
17· · · · · · · · · · · · JUDGE FUKANO:· What page was that
18· · ·again?
19· · · · · · · · · · · · MS. DeLAPPE:· Page 66.
20· · · · · · · · · · · · JUDGE FUKANO:· Thank you.
21· · · · · · · · · · · · THE WITNESS:· Okay.
22· Q· (By Ms. DeLappe)· And so there, you see that you are
23· · ·talking about attracting and retaining -- right? -- at
24· · ·Line 13?
25· A· I do.
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·1· Q· And summarizing this testimony, would it be fair to say
·2· · ·you are arguing that the current retirement needs to
·3· · ·stay in place because it is a critical component of
·4· · ·attracting and retaining pilots?
·5· A· It's a critical component, yes.
·6· Q· So as president of PSP, you are responsible for the
·7· · ·financial management and stewardship of PSP and its
·8· · ·various programs, including pilot retirement, correct?
·9· A· Yes.
10· Q· That means you have a fiduciary responsibility for this
11· · ·retirement program, right?
12· A· I don't know about the legalese of whether I have a
13· · ·fiduciary retirement for a PAYGO system.· We just have
14· · ·a requirement that we pay it when the -- but no -- no
15· · ·investment responsibility.· It's just pay as you go.
16· Q· So at well over six and a half million dollars, this is
17· · ·PSP's single largest expense line in PSP's budget,
18· · ·correct?
19· A· That is correct.
20· Q· Unlike PSP's other expenses, every dollar of this
21· · ·expense goes directly to former PSP pilots or their
22· · ·estates.· There's no third party collecting money,
23· · ·correct?
24· A· Or their spouses.· Their -- if they passed on, their
25· · ·spouses.
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·1· Q· And ratepayers are funding approximately $6.5 million
·2· · ·per year in compensation to current PSP members who, by
·3· · ·vote of the PSP members and retirees, agree to pay this
·4· · ·as deferred compensation to former PSP pilots, correct?
·5· A· Can you point to where I say that in my testimony.
·6· · · · · · · · · · · · MS. CARSON:· Yeah, I'm going to
·7· · ·object to the extent it calls for a legal conclusion or
·8· · ·is not in his testimony.· I don't think he refers to
·9· · ·deferred compensation.
10· · · · · · · · · · · · MS. DeLAPPE:· So I can look at the
11· · ·BPC 2024 annual report.
12· Q· (By Ms. DeLappe)· And you would at least agree with me
13· · ·that those payments --
14· · · · · · · · · · · · JUDGE FUKANO:· So one moment.· I'd
15· · ·like to resolve the objection.
16· · · · · · · · · · · · MS. DeLAPPE:· Oh.· Thank you.
17· · · · · · · · · · · · JUDGE FUKANO:· So do you have a
18· · ·response?
19· · · · · · · · · · · · MS. DeLAPPE:· Yeah.· I'm not asking
20· · ·for a legal opinion here.· I think that I'm asking
21· · ·simply for how PSP's operations work for where these --
22· · ·how these payments are dealt with.
23· · · · · · · · · · · · JUDGE FUKANO:· Okay.· Then I'm going
24· · ·to sustain the objection as to the question as posed
25· · ·and ask to rephrase.
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·1· · · · · · · · · · · · MS. DeLAPPE:· Okay.
·2· Q· (By Ms. DeLappe)· Let's take this in parts.
·3· · · · · So the PSP members and retirees have agreed by
·4· · ·vote that these payments go to former pilots, their
·5· · ·spouses, their estates, correct?
·6· A· Ms. DeLappe, I'm not sure about the estate portion.
·7· · ·They go to the former pilots, and if that former pilot
·8· · ·has passed on, to that pilot's spouse.· Then if she
·9· · ·passes on, it ends.
10· Q· And would you disagree that it's deferred compensation
11· · ·to those former pilots?
12· · · · · · · · · · · · MS. CARSON:· Objection.· Legal
13· · ·conclusion.
14· · · · · · · · · · · · MS. DeLAPPE:· I am not familiar with
15· · ·any term of art, legal or otherwise, that I'm asking
16· · ·for here.
17· · · · · · · · · · · · JUDGE FUKANO:· I'm going to overrule
18· · ·the objection.· Witness can answer, if he knows.
19· · · · · · · · · · · · THE WITNESS:· I don't know.
20· · · · · · · · · · · · MS. DeLAPPE:· Thank you.
21· Q· (By Ms. DeLappe)· This retirement system is an unfunded
22· · ·defined benefit plan, right?
23· A· Yes.
24· Q· So that means PSP has no assets set aside for it,
25· · ·right?
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·1· A· That's correct.
·2· Q· And as PSP's president, do you know the total unfunded
·3· · ·liability of PSP's retirement plan?
·4· A· I have not looked in the last financial report, so I'm
·5· · ·not sure.
·6· Q· So your last financial report, who prepares that?
·7· A· Shannon & Associates.· We give it to the Pilot
·8· · ·Commission as well.
·9· Q· And we have a lot of reports in the record that have
10· · ·been filed by PSP to the BPC.
11· · · · · Is that the Commission you're referring to?
12· A· I'm sorry.· Yes, it is.
13· Q· And so are you saying that those reports state the
14· · ·present value of all future payments owed to current
15· · ·retirees and the amounts accrued by active pilots?
16· A· No, I misspoke.· They -- they state the amount that we
17· · ·paid in a year.
18· Q· So they do not state the total unfunded liability of
19· · ·the retirement plan, do they?
20· A· That's correct.
21· Q· But you do know what that amount would be, don't you?
22· A· No.· I'm not an actuary.
23· Q· PSP has hired an actuary in the past, hasn't it?
24· A· Yes.
25· Q· And are you familiar with any of that actuarial
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·1· · ·analysis?
·2· · · · · · · · · · · · MS. CARSON:· Objection.· There is no
·3· · ·actuarial analysis in this case.· Any references go
·4· · ·back one or two cases earlier.
·5· · · · · · · · · · · · JUDGE FUKANO:· Response.
·6· · · · · · · · · · · · MS. DeLAPPE:· The amount of the
·7· · ·unfunded liability for the PAYGO system is absolutely
·8· · ·relevant to this case.· And the fact that that was
·9· · ·calculated by PSP's own actuarial expert in the last
10· · ·rate case is relevant.
11· · · · · · · · · · · · JUDGE FUKANO:· I'm going to overrule
12· · ·the objection.
13· · · · · You may proceed.
14· · · · · · · · · · · · MS. DeLAPPE:· Thank you.
15· · · · · · · · · · · · THE WITNESS:· Can you repeat the
16· · ·question, please.
17· · · · · · · · · · · · MS. DeLAPPE:· I'm tempted to ask the
18· · ·court reporter to do so.· Is that possible?
19· · · · · · · · · · · · · · · ·(Pertinent portion of the
20· · · · · · · · · · · · · · · · record read by the
21· · · · · · · · · · · · · · · · reporter.)
22
23· · · · · · · · · · · · THE WITNESS:· No.
24· Q· (By Ms. DeLappe)· So as PSP's president during the last
25· · ·rate case, you never looked at any of the actuarial
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·1· · ·analysis that PSP commissioned?
·2· A· So now you're asking me about the last rate case.· Not
·3· · ·this one, not now, not currently.· I thought your
·4· · ·question was about the actuarial currently.
·5· Q· I asked you --
·6· A· I'm not, though.· And I'm not -- I don't recall that
·7· · ·one.· Sorry.
·8· Q· So you have no recollection of an individual by the
·9· · ·name of Christopher Wood?
10· A· No, I didn't say that.· But I do know Chris Wood, or
11· · ·"Tiff" they call him.
12· Q· Mm-hmm.
13· · · · · And do you know that he filed rebuttal testimony
14· · ·in the last rate case at PSP's direction?
15· A· Yes.
16· Q· And you would recognize that as Exhibit -- Cross
17· · ·Exhibit IC-41?· Just to say that you recognize that.
18· A· I rec- -- excuse me.· I recognize the name.· I don't
19· · ·recognize the cross exhibit, Ms. DeLappe.· I'm sorry.
20· Q· But you did know that Tiff, as you call him, filed
21· · ·rebuttal testimony in the last rate case at PSP's
22· · ·direction?
23· A· Yes, I do know that.
24· Q· And are you aware that, in that testimony, he stated
25· · ·the total liability for PSP's retirement plan?



Page 122
·1· A· Looks like he's -- did it in his rebuttal testimony on
·2· · ·Page 5.· Is that what you're getting at?
·3· Q· Yes.
·4· · · · · And the total amount that he calculated that at
·5· · ·was nearly 500 million, wasn't it?
·6· A· I see it as 402.98 million.· That's nearly a long ways
·7· · ·away.
·8· · · · · · · · · · · · MS. CARSON:· I object to this line
·9· · ·of questioning.· There's a exhibit that's referred to
10· · ·here that is not in the record and is not part of this
11· · ·cross-exam exhibit, CRW-9.· I think, without that, it's
12· · ·not possible to fully answer the question.
13· · · · · · · · · · · · JUDGE FUKANO:· Response.
14· · · · · · · · · · · · MS. DeLAPPE:· So I am looking at
15· · ·Page 5, Exhibit 41, Cross Exhibit 41.· And I'm asking
16· · ·about the amount that is stated at Line 20 as 495.7
17· · ·million, which is Page 5 as Captain Carlson noted.
18· · · · · · · · · · · · MS. CARSON:· And I'll again object
19· · ·that this witness has no personal knowledge of this
20· · ·actuarial projection.· He's not an actuary.
21· · · · · · · · · · · · MS. DeLAPPE:· I'm not asking for him
22· · ·to give any actuarial analysis about it.
23· · · · · · · · · · · · JUDGE FUKANO:· So this exhibit has
24· · ·not yet been admitted into the record.· Do I understand
25· · ·now that PMSA is -- I guess I understood PMSA's
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·1· ·question as a question without reference to the
·2· ·exhibit, although the witness has now referred to it.
·3· · · · Is PMSA intending to offer this exhibit into the
·4· ·record?
·5· · · · · · · · · · · MS. DeLAPPE:· So, Judge Fukano,
·6· ·Captain Carlson did state, contrary to his lawyer's
·7· ·statement, that he does have personal knowledge that
·8· ·this particular witness did submit rebuttal testimony
·9· ·at PSP's direction.· And this is rebuttal witness from
10· ·that same individual in that same case.· I believe that
11· ·there is foundation established.
12· · · · · · · · · · · JUDGE FUKANO:· Response from the
13· ·company.
14· · · · · · · · · · · MS. CARSON:· I continue to object
15· ·based on foundation.· He's not an actuary.· He doesn't
16· ·have the full referenced information that's in this
17· ·rebuttal testimony.· So I continue to object.
18· · · · · · · · · · · JUDGE FUKANO:· I am going to sustain
19· ·the objection as to the admission of this exhibit.
20· ·However, the Commission will allow it to be used for
21· ·cross purposes only.· And the witness may answer, if he
22· ·has knowledge.· Again, the witness has testified that
23· ·he's not an actuary and is unfamiliar with the
24· ·calculations.
25· · · · · · · · · · · MS. DeLAPPE:· Thank you.
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·1· Q· (By Ms. DeLappe)· So the amount of 495.7 million as
·2· · ·necessary costs to fund continuation of the
·3· · ·pay-as-you-go pension plan for 50 years as calculated
·4· · ·by Mr. Wood in PSP's last case on behalf of PSP, do you
·5· · ·have any reason to believe that that is not -- was not
·6· · ·at that time the total unfunded liability of PSP's
·7· · ·retirement plan?
·8· · · · · · · · · · · · MS. CARSON:· Object to the form of
·9· · ·the question.· Vague.· Ambiguous.
10· · · · · · · · · · · · JUDGE FUKANO:· Response.
11· · · · · · · · · · · · MS. DeLAPPE:· I believe it was
12· · ·clear, Your Honor.
13· · · · · · · · · · · · JUDGE FUKANO:· I'm going to overrule
14· · ·the objection.· The witness can answer, if he knows.
15· · · · · · · · · · · · MS. DeLAPPE:· Did that get caught in
16· · ·the record?· It was not very clear.
17· · · · · · · · · · · · THE WITNESS:· I'm not sure.
18· Q· (By Ms. DeLappe)· PSP has, then, no updated value
19· · ·performed by anyone of the retirement liability?
20· A· That's correct.
21· Q· So the magnitude of this open-ended liability is not
22· · ·known?
23· A· We don't quite see it as open-ended.· I think the
24· · ·Commission doesn't either.
25· Q· So it is a future obligation to pay retirees, right?
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·1· A· Yes.
·2· Q· And that obligation, the amount of that obligation is
·3· · ·not reflected on PSP's balance sheet, is it?
·4· A· That's correct.
·5· Q· So participants in any retirement plan, especially a
·6· · ·defined benefit plan, would have a legitimate interest
·7· · ·in knowing the value of their accrued benefit for
·8· · ·estate planning and beneficiary designation purposes,
·9· · ·wouldn't they?
10· · · · · · · · · · · · MS. CARSON:· Objection.· Foundation.
11· · ·Calls for a legal conclusion.
12· · · · · · · · · · · · JUDGE FUKANO:· Response.
13· · · · · · · · · · · · MS. DeLAPPE:· I am not asking him
14· · ·any legal questions.· I'm just asking him common sense
15· · ·questions.
16· · · · · · · · · · · · JUDGE FUKANO:· I will overrule the
17· · ·objection.
18· · · · · You may answer, if you know.
19· · · · · · · · · · · · THE WITNESS:· Can you repeat the
20· · ·question, please.
21· · · · · · · · · · · · MS. DeLAPPE:· Certainly.
22· Q· (By Ms. DeLappe)· Participants in any retirement plan,
23· · ·especially defined benefit plan, have a legitimate
24· · ·interest in knowing the value of their accrued benefit
25· · ·for estate planning and beneficiary designation
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·1· · ·purposes, don't they?

·2· A· Yes.· However, the beneficiary, if -- if -- for estate
·3· · ·planning, I'm not quite sure.· Because if a pilot dies,
·4· · ·his wife or her husband gets half.· That's as far as
·5· · ·the planning goes.· You know what your pension's going
·6· · ·to be.· You know what your percentage is going to be
·7· · ·before you retire.

·8· Q· So when a pilot, a PSP pilot asks you as president,

·9· · ·"What is my retirement going to be worth?" you can't

10· · ·give them a number?

11· A· I can give them a number of what it's worth today based
12· · ·on their years of service and the past three years.  I
13· · ·can't give them an idea what it's going to be like in
14· · ·ten years.
15· Q· You, yourself, are a licensed PSP pilot, right?

16· A· Yes.

17· Q· So when you're doing your own financial planning, you

18· · ·have a value that you ascribe to your retirement plan,

19· · ·correct?

20· A· I have a plan, yes.
21· Q· And you have a value you ascribe to that?

22· A· Yes.
23· Q· If PSP can explain the retirement value to its own

24· · ·members for their personal planning but doesn't provide

25· · ·that same information on the aggregate level in PSP's
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·1· · ·financials, how do you reconcile that?

·2· A· I'm not an accountant, so I don't do that.
·3· Q· Now, one of your key arguments in this case is that you

·4· · ·need a 52 percent rate increase in order to attract and

·5· · ·retain qualified pilots because the current

·6· · ·compensation is inadequate, right?

·7· A· Yeah, I think that's a number, yeah.
·8· Q· And the UPC study that PSP asked Lane Sisung to perform

·9· · ·specifically excluded retirement benefits from its

10· · ·comparison, correct?

11· A· That's correct.
12· Q· And the study's stated reason for excluding the

13· · ·retirement was that, quote, accurately valuing pension

14· · ·benefits across pilot associations would require a

15· · ·detailed actuarial analysis to ensure apples-to-apples

16· · ·comparisons.

17· · · · · In other words, it is hard to accurately compare

18· · ·retirement values, correct?

19· A· That's correct.
20· Q· So you agree with his decision to exclude benefits from

21· · ·his research because it's difficult, challenging to

22· · ·accurately judge?

23· A· On the pension, yes.· Because of ages and actuarials
24· · ·for each group, it just -- it'd just be impossible.
25· Q· So his study doesn't show how PSP retirement benefits
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·1· · ·rank against other pilotage grounds, right?
·2· A· Yeah, I can tell you:· Lower.· But anyway...
·3· Q· You didn't conduct a formal study.· It's in the
·4· · ·evidence in this case?
·5· A· No.· I was just trying to have a little levity.
·6· Q· Okay.· It's hard for the record to capture that.
·7· · · · · Since retirement benefits are excluded, PSP has
·8· · ·presented no evidence from which to conclude whether
·9· · ·these benefits attract new trainees, correct?
10· A· Can you say --
11· · · · · · · · · · · · MS. CARSON:· Objection.· Ambiguous.
12· · ·It's not clear what benefits you're referring to.
13· · · · · · · · · · · · MS. DeLAPPE:· The question stated
14· · ·retirement benefits.
15· · · · · · · · · · · · JUDGE FUKANO:· Will you perhaps
16· · ·rearticulate or rephrase.
17· · · · · · · · · · · · MS. DeLAPPE:· I'm having a little
18· · ·trouble understanding which part was not clear.
19· Q· (By Ms. DeLappe)· So since PSP's retirement benefits
20· · ·and other pilotage grounds' retirement benefits were
21· · ·excluded from the study, PSP has presented no evidence
22· · ·from which to conclude whether the benefits attract
23· · ·trainees, correct?
24· A· We have not, no.
25· Q· But in your testimony, you state that these benefits
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·1· · ·are important attract-and-retain factors?
·2· A· They are -- listen.· When a candidate is deciding where
·3· · ·to go, they look at the total package.· And
·4· · ·retirement's one of them.
·5· Q· So let me see if I understand your position.
·6· · · · · You're asking this Commission to authorize
·7· · ·ratepayers to continue funding PSP's retirement system,
·8· · ·right?
·9· A· Yes.
10· Q· And this is PSP's single largest annual expense?
11· A· Yes.
12· Q· The total liability was quantified in the last rate
13· · ·case, and it is growing.
14· A· Is there a question there?
15· Q· Is that correct?
16· A· I didn't quite -- it is growing, yes.
17· Q· You don't know what the current present value of that
18· · ·liability is?
19· A· I do not.
20· Q· And you can't tell your own members or any potential
21· · ·trainees what the actual value of the benefits of the
22· · ·plan are?
23· · · · · · · · · · · · MS. CARSON:· Objection.
24· · ·Misrepresents the witness's testimony on that point.
25· · · · · · · · · · · · MS. DeLAPPE:· I'm checking to see
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·1· · ·whether I got it correct.
·2· · · · · · · · · · · · JUDGE FUKANO:· Overruled with

·3· · ·respect to a request for clarification.
·4· · · · · You may proceed.
·5· · · · · · · · · · · · MS. DeLAPPE:· Could you clarify
·6· · ·that.
·7· · · · · · · · · · · · THE WITNESS:· So we can tell
·8· · ·trainees or applicants that we're recruiting what the
·9· · ·retirement percentage would be per year of service.
10· · ·That's all we can do.
11· Q· (By Ms. DeLappe)· So you're not able to tell potential
12· · ·retirees of the full value of the retirement benefits

13· · ·if they worked at PSP for the --
14· A· No, they know it's a percent and a half per year of
15· · ·service.· That's all they know.
16· Q· So if Mr. Sisung cannot make a comparison of retirement
17· · ·benefits in his study because they are too complex to
18· · ·compare, how is an average pilot trainee applicant
19· · ·supposed to evaluate and compare those benefits?
20· A· I don't know.· That might be why we have a problem.  I
21· · ·don't know.
22· Q· If the retirement cannot be evaluated by a potential
23· · ·applicant, it can't possibly be used as an
24· · ·attract-and-retain factor, could it?
25· A· When we -- in fact, just this weekend, we had a couple
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·1· · ·pilots go down to Women Offshore -- Women in Maritime
·2· · ·Leadership, trying to recruit people.· I'm certain that
·3· · ·this came up and they talked about a percent and a half
·4· · ·a year.· You multiply that times 20 years, and you get
·5· · ·30 percent.· I'm sure that's what -- that's what I knew
·6· · ·it was before I became a pilot.
·7· Q· So given the effect of this unfunded liability in favor

·8· · ·of retirees, if potential applicants knew about the

·9· · ·retirement plan PSP has put in place, they might

10· · ·actually be scared away from applying to the Puget

11· · ·Sound, wouldn't they?

12· A· I need to clarify something.· It was industry, PSP, and
13· · ·the Pilot Commission that put it into place.· Not just
14· · ·PSP.
15· Q· I believe that that -- there's evidence to the

16· · ·contrary.· But if we skip over that part, let me read

17· · ·it without that part that you take issue with.

18· · · · · Given the effect of this liability, this unfunded

19· · ·liability in favor of retirees, if potential applicants

20· · ·knew about the retirement that is in place, they might

21· · ·actually be scared away from applying to the Puget

22· · ·Sound, correct?

23· · · · · · · · · · · · MS. CARSON:· Objection.· Lacks

24· · ·foundation as to what candidates might or might be

25· · ·scared away by.
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·1· · · · · · · · · · · · MS. DeLAPPE:· There was no objection
·2· · ·when I asked earlier and the witness attempted an
·3· · ·answer.
·4· · · · · · · · · · · · JUDGE FUKANO:· The witness, I
·5· · ·believe, has previously stated that the retirement
·6· · ·package is a component in attracting qualified
·7· · ·candidates to the pilotage grounds, so I think it's
·8· · ·within the scope of the witness's prior testimony.
·9· · · · · So the objection's overruled.
10· · · · · · · · · · · · THE WITNESS:· Can you ask the
11· · ·question again, please.
12· Q· (By Ms. DeLappe)· Given the effect of this unfunded
13· · ·liability in favor of retirees, if potential applicants
14· · ·knew about the retirement that PSP has in place, they
15· · ·might actually be scared away from applying to the
16· · ·Puget Sound?
17· A· That requires me to get into the head of a future
18· · ·applicant.· I can't answer that question.
19· Q· And would you say that attract and retain, as you
20· · ·understand it, in your testimony here, is putting you
21· · ·in the same situation of getting in the head of a
22· · ·potential applicant?
23· · · · · · · · · · · · MS. CARSON:· Objection.· I just want
24· · ·to clarify what Captain Carlson's testimony actually
25· · ·says about attract and retain, because I think it's
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·1· ·being misrepresented here.
·2· · · · He's talking about the kind of overnight
·3· ·reallocation, the removal of the pension plan would
·4· ·move in a way that predictably impairs Washington's
·5· ·ability to attract and retain.· So it's talking about
·6· ·completely doing away with the pension plan would
·7· ·interfere with the ability to attract and retain.
·8· ·There's a difference.
·9· · · · · · · · · · · MS. DeLAPPE:· And I would say that
10· ·the logical corollary is exactly what Captain Carlson
11· ·has already affirmed in his testimony.· That's water
12· ·under the bridge in this testimony today.
13· · · · · · · · · · · THE WITNESS:· However -- oh, I'm
14· ·sorry.
15· · · · · · · · · · · JUDGE FUKANO:· I'm going to --
16· ·acknowledging that that is the context of the statement
17· ·in testimony, the witness has still testified in the
18· ·hearing today regarding the competitive nature of
19· ·certain retirement packages and the need for retirement
20· ·packages to attract good quality candidates, so I
21· ·believe that this is still within a reasonable scope of
22· ·the witness's testimony, and so I'll overrule the
23· ·objection.
24· · · · · · · · · · · THE WITNESS:· Can you ask the
25· ·question again, please.
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·1· · · · · · · · · · · · MS. DeLAPPE:· I believe this is
·2· · ·maybe my fourth time, and I hope it will be my last.
·3· Q· (By Ms. DeLappe)· Given the effect of this unfunded
·4· · ·liability in favor of retirees, if potential applicants
·5· · ·knew about the retirement plan PSP has in place, they
·6· · ·might actually be scared away from applying to the
·7· · ·Puget Sound, wouldn't they?
·8· A· I think the fact that they would have -- that every new
·9· · ·pilot and active pilot would have to pay four and a
10· · ·half million dollars to the plan that was already in
11· · ·place for years would have a catastrophic effect on
12· · ·trainees' applications, yes.
13· Q· And let me just state that -- well, one more question
14· · ·on that.
15· · · · · Wouldn't that be a reason, then, to leave the
16· · ·magnitude of the unfunded obligation off PSP's books,
17· · ·then?
18· A· Who would pay for it?· No, it would not be a reason to
19· · ·leave it off the books.· It's a promise to pilots when
20· · ·they become pilots.· It is a contract.· My
21· · ·understanding -- I'm not an attorney.· My
22· · ·understanding, the pilots are bound by it.
23· Q· Now -- yes, that is interesting, given that I've
24· · ·received so many objections about asking you for legal
25· · ·opinions.· I appreciate your caveat that you're not an
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·1· · ·attorney on that.
·2· · · · · Regarding the -- whether PSP put this in place,
·3· · ·would just like to revisit briefly the history of that.
·4· · · · · It occurred as a settlement originally in which
·5· · ·that was one factor of many, correct, Captain Carlson?
·6· A· I think Walt Tabler is the witness on the history of
·7· · ·this.
·8· Q· And yet you just testified about it.· And who put it in
·9· · ·place?· Are you now professing that you are ignorant of
10· · ·those circumstances?
11· A· I'm not.· But the specifics of this are known by Walt
12· · ·Tabler.
13· Q· And so you're not the witness to testify on that
14· · ·subject, are you?
15· A· I think Walt Tabler is a witness.
16· Q· All right.· Captain Carlson, I accept that you're not
17· · ·the witness to explain that.
18· · · · · Captain Carlson, in your rebuttal testimony,
19· · ·Exhibit IC-16T, Page 3, you claim that if PMSA's
20· · ·funding proposal were adopted, it would trigger a,
21· · ·quote, destabilizing cascade of litigation and
22· · ·potential liquidation, correct?
23· A· Yes.
24· Q· And on that same page, as you stated, quote, that
25· · ·outcome would be catastrophic for PSP and would
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·1· · ·severely disrupt pilotage service in Puget Sound with
·2· · ·obvious negative consequences for the safe movement of
·3· · ·vessels, correct?
·4· A· I did.
·5· Q· And another PSP witness, who you just referred to, Walt
·6· · ·Tabler, testified in his testimony, Exhibit WST-01T,
·7· · ·that PMSA's proposed tariff funding would be, quote,
·8· · ·catastrophic and, quote, would likely trigger an unruly
·9· · ·liquidation of the organization.
10· · · · · Do you agree with his characterization?
11· A· Yeah, I think so.
12· Q· So let's look at the numbers.
13· · · · · PSP's retirement request is for 6.8 million,
14· · ·correct?
15· A· Can you refer me to the exhibit?
16· Q· It's based on -- so Exhibit AML-03.· If you want to
17· · ·look at the schedule that Ms. LaRue prepared.· That's
18· · ·in Schedule 2.34, Cell Q85.
19· · · · · · · · · · · · MS. CARSON:· The spreadsheet.
20· · · · · · · · · · · · THE WITNESS:· Excuse me.
21· · · · · · · · · · · · MS. CARSON:· AML-03.
22· · · · · · · · · · · · COMMISSIONER RENDAHL:· Can I have a
23· · ·minute to find that, please, and could you repeat that
24· · ·reference.
25· · · · · · · · · · · · MS. DeLAPPE:· It's in Exhibit AML --
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·1· · · · · · · · · · · · MS. CARSON:· It's AML-03.· Yep.
·2· · ·AML-03.
·3· · · · · · · · · · · · MS. DeLAPPE:· 03.· Schedule 2.34.
·4· · ·And it's in Cell Q85.
·5· · · · · · · · · · · · MR. STARKEY:· Clarify specifically
·6· · ·where.
·7· · · · · · · · · · · · MS. DeLAPPE:· Yeah.· Cell Q85 and
·8· · ·Schedule 2.3.· Let's see.
·9· · · · · · · · · · · · JUDGE FUKANO:· 2.34, yes.
10· · · · · · · · · · · · MS. DeLAPPE:· Yes, 2.34.· I'm sorry.
11· · · · · · · · · · · · MR. STARKEY:· 2.34.· Then which
12· · ·cell --
13· · · · · · · · · · · · MS. DeLAPPE:· Q85.
14· Q· (By Ms. DeLappe)· Are you with me?
15· A· Yep.· Yes.
16· Q· Okay.· So PSP's retirement request is for approximately
17· · ·6.8 million, right?
18· A· Yes.
19· Q· Staff's retirement recommendation is for approximately
20· · ·4.5 million, correct?
21· A· Yes.
22· Q· And PMSA's retirement recommendation is for a little
23· · ·over two million, correct?
24· A· I haven't done that math in a while, but you're saying
25· · ·36,000 times 56?· Is that what you're saying?
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·1· Q· It's in Exhibit MM-70, if you'd like to refer to it.
·2· A· Yeah, well, 36,000 times 56 is a little over two
·3· · ·million.
·4· Q· Thank you.
·5· · · · · So you're not actually testifying, that if the
·6· · ·revenue requirement is lower than what PSP is
·7· · ·requesting by 2.2 million or 4.8 million, that that
·8· · ·would result in a destabilizing cascade of litigation
·9· · ·and potential liquidation, are you?
10· A· I am.· 4. whatever -- $4.8 million is a lot to put on
11· · ·the back of 56 pilots who thought they were having a
12· · ·pretty stable retirement looking ahead.
13· Q· So you're saying that PSP is going to liquidate its
14· · ·entire business if individual pilots are asked to begin
15· · ·contributing to their own retirement accounts?
16· · · · · · · · · · · · MS. CARSON:· Objection.
17· · · · · · · · · · · · THE WITNESS:· I think it's --
18· · · · · · · · · · · · MS. CARSON:· Misrepresents the
19· · ·witness's testimony.
20· · · · · · · · · · · · JUDGE FUKANO:· Response.
21· · · · · · · · · · · · MS. DeLAPPE:· It's a completely
22· · ·faithful representation of the corollary of what he is
23· · ·stating, and I'm only asking him to state whether he
24· · ·agrees with the corollary.
25· · · · · · · · · · · · JUDGE FUKANO:· The witness's
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·1· · ·testimony does refer to liquidation.· So I will -- I
·2· · ·will overrule the objection, but perhaps rephrase to
·3· · ·refer to the witness's statement.
·4· · · · · · · · · · · · MS. DeLAPPE:· Thank you.
·5· Q· (By Ms. DeLappe)· So, Captain Carlson, you stated that
·6· · ·if the revenue requirement is -- does not include the
·7· · ·2.2- or $4.8 million of -- that you are requesting,
·8· · ·that you would -- that PSP is going to liquidate its
·9· · ·entire business, correct?
10· A· No.· I didn't testify to that in writing.· I said
11· · ·trigger a destabling effect, cascade of litigation,
12· · ·which it would.· People would be suing like crazy.· And
13· · ·possible litigation.
14· Q· Liquidation.
15· A· Potential.
16· Q· And so this cascading litigation would occur because
17· · ·pilots are being asked to contribute to their own
18· · ·retirement accounts?
19· A· They would be contributing to somebody else's
20· · ·retirement account, not theirs.· This is past
21· · ·obligations.
22· Q· Let's talk about your comment that they would have
23· · ·obvious -- that this would have obvious negative
24· · ·consequences for the safe movement of vessels.
25· · · · · So contributing -- the pilots having a part in
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·1· · ·contributing toward their own retirement plan would

·2· · ·lead to those obvious negative consequences?

·3· A· Can you please tell me what line that's on.
·4· Q· It's in your testimony that we discussed a couple of

·5· · ·minutes ago, at Exhibit IC-16T, Page 3.

·6· A· What line?
·7· Q· It's on a little further down from -- let's see -- from

·8· · ·where we talked about your cascade of litigation.· So

·9· · ·let me pull that up.

10· · · · · So I have that as Line 9.

11· A· Okay.· So, and then the question.
12· Q· So if pilots had to contribute towards the retirement

13· · ·plan, their own retirement plan at PSP, you say that

14· · ·will have obvious negative sequences for the safe

15· · ·movement of vessels, right?

16· A· It depends on the amount that they have to contribute.
17· · ·As per your submission, as per Captain Moore's
18· · ·submission, that would cause problems here because
19· · ·pilots -- pilots will contribute to their plan.· They
20· · ·just -- the amount of $4 million is ridiculous when
21· · ·they were promised other amounts of money.
22· · · · · So what would happen?· Younger pilots would leave
23· · ·the system.· Younger pilots would go somewhere else.
24· · ·What would happen?· Then the older pilots would be left
25· · ·to -- or middle-aged or whatever.· We'd have a shortage
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·1· · ·of pilots.· That shortage of pilots would cause safety
·2· · ·issues, yes.
·3· Q· You personally would never purposefully place a vessel
·4· · ·that you're piloting in an unsafe condition based on
·5· · ·how much that vessel is lawfully paying under a
·6· · ·Commission-approved tariff, would you?
·7· A· Of course not.
·8· Q· Nor would you expect anything less of your pilots?
·9· A· Of course not.
10· Q· So let's look at Exhibit -- Cross Exhibit 45.· IC-45.
11· A· Yeah.
12· Q· That shows a productivity table that you submitted with
13· · ·your rebuttal testimony in the last rate case, right?
14· A· Yes.
15· Q· And you testified on that same page, quote, if the
16· · ·efficiency measures are increasing the number of
17· · ·pilotage assignments that a pilot can perform during
18· · ·their on-watch duty cycle, then these measures are
19· · ·doing their job.
20· A· Yes, I did.
21· Q· So if you could turn now to cross Exhibit 47.· IC-47.
22· · · · · That's an excerpt from the hearing transcript in
23· · ·the last case.
24· A· Okay.
25· Q· Okay.· At the start of the highlighted text on that
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·1· · ·page, you testified that the table was intended to show
·2· · ·on-watch efficiency improvements, right?
·3· A· Yes.
·4· Q· And on the last page of this exhibit, at Lines 2
·5· · ·through 7, you testified, The average on-watch
·6· · ·assignments, which is key to improving efficiency, have
·7· · ·increased substantially in 2022 versus 2020 -- excuse
·8· · ·me -- 2019, and those are due to a lot of the
·9· · ·efficiency measures we implemented as a result of
10· · ·Order 09, right?
11· · · · · · · · · · · · MS. CARSON:· Can I get clarification
12· · ·what exhibit you're on?
13· · · · · · · · · · · · THE WITNESS:· Yeah, because --
14· · · · · · · · · · · · MS. CARSON:· I don't see a Page 2 to
15· · ·Exhibit IC-47.
16· · · · · · · · · · · · MS. DeLAPPE:· Let me pull that up
17· · ·again.· Is it on Page 3?
18· · · · · So I'm sorry.· That's on Page 3 of this
19· · ·Exhibit 47, cross exhibit.
20· · · · · · · · · · · · THE WITNESS:· There's only two
21· · ·pages.
22· · · · · · · · · · · · JUDGE FUKANO:· I'm seeing --
23· · · · · · · · · · · · MS. DeLAPPE:· So is there a
24· · ·numbering issue?
25· · · · · · · · · · · · JUDGE FUKANO:· I'm seeing transcript
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·1· · ·pages for Pages 342 and 343 for this exhibit.
·2· · · · · · · · · · · · MS. DeLAPPE:· Yes.· And I'm on
·3· · ·Transcript Page 343.
·4· · · · · · · · · · · · MS. MULLINS:· Is that 46X?
·5· · · · · · · · · · · · JUDGE FUKANO:· This is 47X.· IC-47X.
·6· · · · · · · · · · · · MS. MULLINS:· 47 and 46 might be
·7· · ·switched.· 46 is the three-pager.· 47 is the two-pager.
·8· · · · · · · · · · · · THE WITNESS:· Okay.
·9· · · · · · · · · · · · JUDGE FUKANO:· And the title is
10· · ·Redirect Testimony of Captain Carlson Regarding
11· · ·Efficiency, TP-225013?
12· · · · · · · · · · · · MS. DeLAPPE:· Yes.
13· · · · · · · · · · · · MS. CARSON:· Yeah.· So I've got it
14· · ·now.· It's Exhibit 46.· Is that right?· It's 47.· It's
15· · ·marked 46, but 47.
16· · · · · · · · · · · · CHAIR RYBARIK:· The testimony is
17· · ·also in 46, but...
18· · · · · · · · · · · · THE WITNESS:· Okay.· Can you kind of
19· · ·go back a little bit.
20· Q· (By Ms. DeLappe)· So in the last --
21· · · · · · · · · · · · JUDGE FUKANO:· Before we continue --
22· · · · · · · · · · · · MS. DeLAPPE:· Yes.
23· · · · · · · · · · · · JUDGE FUKANO:· -- I just want to
24· · ·note that it is noon.
25· · · · · · · · · · · · MS. DeLAPPE:· Yes.
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·1· · · · · · · · · · · · JUDGE FUKANO:· Would there be a
·2· · ·reasonable point to take our lunch break, either now or
·3· · ·in the near future?
·4· · · · · · · · · · · · MS. DeLAPPE:· Yes.· Why don't we
·5· · ·take it now, and then we can catch up on the exhibit
·6· · ·confusion.· That would be great.· Thank you.
·7· · · · · · · · · · · · JUDGE FUKANO:· Very good.· Then we
·8· · ·will be in recess for one hour for lunch.· We will plan
·9· · ·to resume at approximately 1:02 p.m.· Thank you.
10· · · · · · · · · · · · · · · ·(Pause in proceedings from
11· · · · · · · · · · · · · · · · 12:02 p.m. to 1:04 p.m.)
12
13· · · · · · · · · · · · JUDGE FUKANO:· So let's be on the
14· · ·record.
15· · · · · We are returning to the hearing for WUTC vs. PSP
16· · ·in Docket 250574.· The time is approximately 1:05 p.m.
17· · ·We are resuming PMSA's cross of Captain Ivan Carlson.
18· · · · · PMSA, you may proceed when ready.
19· · · · · · · · · · · · MS. DeLAPPE:· Thank you, Judge
20· · ·Fukano.
21· Q· (By Ms. DeLappe)· Captain Carlson, I'm going to take a
22· · ·quick detour to just one question from where we left
23· · ·off.
24· · · · · Would you agree that Puget Sound Pilots is not in
25· · ·the business of providing a return on investment to the
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·1· · ·individual members or pilots?
·2· A· I can't answer that.· I can't speak to that.
·3· Q· And why is that?
·4· A· Because I don't understand really what you're talking
·5· · ·about a return on -- what investment are you speaking
·6· · ·of?· I don't know.
·7· Q· All right.· Thank you.
·8· · · · · So going back to what we were discussing before
·9· · ·the break, you now have in front of you Exhibit --
10· · ·Cross Exhibit 36X, IC-36 -- excuse me -- IC-47X, the
11· · ·transcript pages?
12· A· Yes.
13· Q· Thank you.
14· · · · · In the last rate case, you specifically testified
15· · ·that improving average assignment levels were a key
16· · ·metric to improving efficiency, correct?
17· A· Yes.
18· Q· And further down on this page, which is Page 343 of the
19· · ·transcript and Page 3 of the exhibit, starting at
20· · ·Line 14, you testified that on-watch efficiency had
21· · ·increased about six and a half assignments per pilot,
22· · ·on average, between 2019 and 2022, correct?
23· A· I'm sorry.· I must have the wrong page.· You're saying
24· · ·Page 343, line -- which line?
25· Q· From Lines 14 to 18.
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·1· A· Yes, it does.
·2· Q· And you testified just a little below that, that that
·3· · ·represented an increase of a little over 5, maybe 6
·4· · ·percent?
·5· A· Yes.
·6· Q· That 5 to 6 percent improvement in assignments per
·7· · ·pilot was then cited by the Commission in Order 08, a
·8· · ·finding supporting PSP's efficiency improvement.
·9· · · · · Do you recall that?
10· A· I don't recall the specifics other than they were
11· · ·saying they recognize how hard we work.· I think it had
12· · ·to do with other groups, comparing us to the workload
13· · ·of other groups as well, but I could be wrong.
14· Q· Would you like to look?· It's Order 08, at
15· · ·Paragraph 300.
16· · · · · And it states...
17· A· Okay.
18· Q· Okay.· The last line in that paragraph says, Captain
19· · ·Carlson notes that implementing these efficiency
20· · ·measures increased watch productivity per pilot by 5
21· · ·percent when comparing 2022 productivity to 2019,
22· · ·right?
23· A· Okay.
24· Q· When you increased your average assignment level by
25· · ·improving efficiency, you did not compromise PSP's
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·1· · ·safety standards, did you?
·2· A· No.· We delayed more vessels, though.
·3· Q· PSP did not experience any safety incidents when it
·4· · ·increased productivity per pilot by 5 to 6 percent
·5· · ·then?
·6· A· I'm not sure that, just because there were no
·7· · ·accidents, that we impinged upon safety.
·8· Q· Now, you -- we discussed already earlier today that you
·9· · ·did not knowingly violate any rest rules, correct?
10· A· Correct.
11· Q· Okay.· In Exhibit IC-26, again your exhibit we
12· · ·discussed earlier, you showed that in 2022, pilots
13· · ·worked a total average assignment level of 146.71
14· · ·assignments.
15· · · · · That includes both on-watch and callback
16· · ·assignments, correct?
17· A· I'm sorry.· IC-26 in this case?
18· Q· Yes.
19· A· Okay.· Can I get to it?
20· Q· Certainly.
21· A· Oh, yeah.· Yeah.
22· Q· Okay.· And that includes both on-watch and callback,
23· · ·correct?
24· A· It does.
25· Q· So, but today, your recommendation is that the
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·1· · ·Commission abandon the average assignment level
·2· · ·methodology, correct?
·3· A· Yes.
·4· Q· And this is the opposite of your recommendation in the
·5· · ·last case regarding the AAL as a key efficiency metric,
·6· · ·isn't it?
·7· A· Please show me where I said that in the last case.
·8· Q· The AAL is a key efficiency metric.· We've already
·9· · ·discussed this today.
10· · · · · Do you not recall?
11· A· I think that is the average on-watch efficiency
12· · ·measure.· Not the AAL.· The on-watch efficiency
13· · ·measure.
14· Q· So the AAL as a key efficiency metric was discussed in
15· · ·your testimony in the last rate case.· And we discussed
16· · ·that a little earlier today.
17· A· Please give me the --
18· Q· Do you recall that?
19· A· No.· Please give me the reference.
20· Q· I believe it is in Exhibit IC-45X.· Let me pull that
21· · ·back up.
22· · · · · Yes.
23· A· Yes, I see it.
24· Q· And so you see at Line 5, or between Lines 5 and 6, you
25· · ·discuss that as a key metric to assess the effects of
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·1· · ·the new efficiency measures?
·2· A· Yes.· You'll see also it says on-watch assignment level
·3· · ·in that graph.
·4· Q· Thank you.
·5· · · · · Regarding the final orders in the last two rate
·6· · ·cases, they established -- they discuss the fairness
·7· · ·standard -- right? -- as requiring a balance between
·8· · ·the economic interests of ratepayers and the financial
·9· · ·needs of pilots, ensuring that neither side bears a
10· · ·disproportionate or unjustified burden, right?
11· A· I don't know.· Can you tell me where?
12· Q· So, for example, if you turn to Final Order 09,
13· · ·Paragraph 43.
14· · · · · · · · · · · · MS. CARSON:· I'm going to object.
15· · ·This seems like legal argument rather than questioning.
16· · ·The order says what it says.· Doesn't need to be
17· · ·repeated for this witness.
18· · · · · · · · · · · · MS. DeLAPPE:· It's -- it is
19· · ·foundation for my next line of questioning, to
20· · ·understand the fairness.· It's with respect to Captain
21· · ·Moore's testimony regarding what's fair in light of
22· · ·Commission precedent.
23· · · · · · · · · · · · JUDGE FUKANO:· Can you identify what
24· · ·portion of the order you're referring to?
25· · · · · · · · · · · · MS. DeLAPPE:· Yes.· Certainly.· It's
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·1· · ·Order 09, Paragraph 43.
·2· · · · · And I'm simply discussing where it says "fair" in
·3· · ·italics.· That "fair" means fair to the customers and
·4· · ·to the company's shareholders.· And then down below, in
·5· · ·this context, the customers are the shippers
·6· · ·represented by PMSA, and in that case, PYM, and the
·7· · ·company is PSP and its member pilots.
·8· · · · · · · · · · · · JUDGE FUKANO:· I'm going to sustain
·9· · ·the objection to the question asked, but I believe the
10· · ·question referred to the witness's testimony where that
11· · ·is referring to Commission legal standard, so you
12· · ·may -- you may rephrase.
13· Q· (By Ms. DeLappe)· ·So let's turn to Exhibit 49T --
14· · ·excuse me -- MM-49T, if you could, please.· And that is
15· · ·Captain Moore's rebuttal testimony.
16· A· Yes.· Tr?· T.
17· Q· Tr would be -- except it didn't get -- I don't believe
18· · ·it got revised.· I think it's just T.
19· A· I have T.
20· Q· Thank you.· And specifically Page 13, please.
21· · · · · · · · · · · · JUDGE FUKANO:· And apologies.· I did
22· · ·just want to note for the benefit of the Zoom hearing
23· · ·and the recording, that if objections are made, please
24· · ·also activate your camera for purpose of objections as
25· · ·well.
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·1· · · · · · · · · · · · COMMISSIONER RENDAHL:· This is
·2· · ·Commissioner Rendahl.· Could I have what page we're
·3· · ·looking at again, please.
·4· · · · · · · · · · · · MS. DeLAPPE:· Exhibit MM-49T, at
·5· · ·Page 13.
·6· · · · · · · · · · · · COMMISSIONER RENDAHL:· Page 13.
·7· · ·Thank you.
·8· Q· (By Ms. DeLappe)· ·And so, Captain Carlson, have you
·9· · ·reviewed this testimony?
10· A· I looked at it.· There's a lot there.· But a lot of
11· · ·numbers and graphs and different things, yeah.
12· Q· And I'm only going to ask you about a couple of pages,
13· · ·Page 13 and Page 14.
14· A· Okay.
15· Q· So walking through the table on Page 13, just want to
16· · ·test a few general concepts with you.
17· · · · · When pilots do more work and -- excuse me -- more
18· · ·efficient -- so when they do more work and they receive
19· · ·higher pay, would you believe that that outcome is fair
20· · ·for both parties?
21· A· No.
22· Q· Wasn't that exactly your point in the last case when
23· · ·you were testifying about efficiency metrics?
24· · · · · · · · · · · · MS. CARSON:· Object to this line of
25· · ·questioning.· It refers to the Commission has
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·1· · ·established a structure where fair compensation to
·2· · ·pilots moves proportionately with efficiency and
·3· · ·productivity for ratepayers.· I don't think that
·4· · ·correctly characterizes the Commission's determination,
·5· · ·and I don't think Mr. -- Captain Carlson should be
·6· · ·questioned on that.
·7· · · · · · · · · · · · MS. DeLAPPE:· Let me --
·8· · · · · · · · · · · · MS. CARSON:· This is not his
·9· · ·testimony.
10· · · · · · · · · · · · MS. DeLAPPE:· -- withdraw the
11· · ·question and rephrase it, if I may.
12· · · · · · · · · · · · JUDGE FUKANO:· Please proceed.· And
13· · ·then we'll sustain the objection as to that.
14· Q· (By Ms. DeLappe)· Captain Carlson, I'm asking you to
15· · ·look at Exhibit MM-49T not to accept any of this as
16· · ·your own opinion or your own -- that you're ascribing
17· · ·to your own -- to this as your own testimony.· Okay?
18· · ·But I would like to walk through some -- the concepts
19· · ·that are in the table at Exhibit -- at Lines 15 through
20· · ·19 just to discuss these same topics.· I believe that
21· · ·having the visual would be helpful.
22· · · · · Is that okay with you?
23· · · · · And without -- just with me.· Is that okay with
24· · ·you?· To walk through those concepts?· Or would you
25· · ·prefer to do so without any visual?
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·1· A· I don't care.
·2· Q· Okay.· So just conceptually, when pilots do more work

·3· · ·and receive higher pay, was that not precisely your

·4· · ·point in your testimony around efficiency in the last

·5· · ·rate case?

·6· A· No, I don't think it necessarily was.· I think that --
·7· · ·I was saying we should get paid for what we do, but
·8· · ·that is within the bounds of what the Pilot Commission
·9· · ·says we should do.· So if we should work 123 jobs, then
10· · ·that's what we should be paid for.
11· Q· And so would you -- you don't agree, then, that when

12· · ·pilots do less work and receive lower pay, that that

13· · ·outcome is fair?

14· A· It depends on what else they're doing.· You see, they
15· · ·don't -- we don't just move ships.· We have a ton of
16· · ·work going on.· Some of it's on our off time; some of
17· · ·it's on our on time.· It's not just moving ships.· It's
18· · ·an entire pilotage system that we're trying to support.
19· Q· And what is it exactly when a vessel pays the tariff

20· · ·that they are -- are they -- the transaction that they

21· · ·are paying for is the -- it represents the pilot's

22· · ·work, correct?

23· A· It rec- -- it -- it recognizes the work that's
24· · ·required -- that the UTC has said is required to fund
25· · ·the pilotage system, which is -- which goes beyond just
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·1· · ·moving the ship.· Moving the ship is important, but the
·2· · ·entire system, working with the coast guard, working
·3· · ·with the Pilot Commission, all of this stuff is
·4· · ·important.· We don't get paid for that.· But we do
·5· · ·through -- I mean, it's part of the system as a whole.
·6· Q· So you said something important there.

·7· · · · · You said moving the ship is important, right?

·8· A· It is.
·9· Q· So workload has some relationship to the fairness of

10· · ·the tariffs, right?

11· A· Yes.
12· Q· When -- looking at the third line on that table at

13· · ·Line 18, when pilots do less work but earn higher pay,

14· · ·that outcome would be less fair to ratepayers

15· · ·potentially, no?

16· A· Well, is it less fair to ratepayers for the president
17· · ·to not move ships but to work full-time in the office,
18· · ·or is it -- you know, all the different things we've
19· · ·got going.· These are important elements.· They're not
20· · ·just playing around.· We're not -- so it's all
21· · ·important work.· Moving the ship is the most important.
22· Q· Let's just look at the last line, then, where, if

23· · ·pilots do more work, like moving ships, but receive

24· · ·less pay for that work, would that be unfair to the

25· · ·pilots?
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·1· A· Yeah, that would.
·2· Q· And so you don't see that the converse is also true?

·3· A· It depends on your definition of work.
·4· Q· But it doesn't depend on my definition of work for that

·5· · ·last line?

·6· A· Lower pay is lower pay.
·7· Q· And that's unfair?

·8· A· You don't need a definition.· That's not fair.
·9· Q· No matter how much work the pilots do, lower pay is

10· · ·unfair?

11· A· Well, pilots are on the schedule.· There's no pilot
12· · ·that takes himself off the schedule unless he's either
13· · ·using a comp day, assigned to a meeting, on earned time
14· · ·off, off because of a physical ailment, or just waiting
15· · ·for an assignment.· Those are the only reasons -- or in
16· · ·a meeting.· Those are the only reasons pilots are off
17· · ·duty or they're off -- not moving a ship.
18· · · · · It's because -- like now, we've got some folks on
19· · ·our rate committee, they're here.· It's important for

20· · ·them to be here.· Now, they're not moving a ship right
21· · ·now, but they're here because it's important.
22· Q· Captain Carlson, let's move to the next page.· And,

23· · ·again, I'm going to ask you to look at Lines 9 through

24· · ·13 only as a visual aid for you, not because you are

25· · ·subscribing yourself to any of this testimony.
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·1· · · · · May I proceed on that basis?
·2· A· Yes.
·3· Q· Here it states three basic assumptions about fairness
·4· · ·taken to logical extremes.· The first one, No. 1, you
·5· · ·see it says origin equilibrium is fair at zero AAL
·6· · ·equals zero DNI.· So that's the premise that no work
·7· · ·equals no pay.
·8· · · · · Would you agree that if a pilot performed zero
·9· · ·ship assignments -- and let's take it at the
10· · ·aggregate -- if the pilots perform zero assignments and
11· · ·they receive zero pay, that that would be a fair
12· · ·outcome?
13· A· It depends.
14· Q· Let's then look at the next one.
15· · · · · And go ahead and briefly elaborate on why that
16· · ·would depend.
17· · · · · Where -- in what scenario would it be fair that
18· · ·the pilots perform no work -- would it be unfair if the
19· · ·pilots perform no work and receive no pay?
20· A· Would it be unfair?
21· Q· Right.
22· · · · · In what scenario would it be unfair?
23· A· If a pilot did no work but was, say, the president --
24· Q· And I said pilots in the aggregate.
25· A· So you mean all the pilots.
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·1· Q· Correct.
·2· A· Well, then you said "if a," so you're --
·3· Q· Can we look at the aggregate.
·4· · · · · If the pilots perform no work, would it be --
·5· A· If no pilot moved a ship.
·6· Q· Right.
·7· A· No pay would be appropriate.
·8· Q· Okay.· So let's look, then, at No. 2.· Compensation is
·9· · ·unfair at zero AAL and 800,000 DNI.
10· · · · · So, again, taking this as an average of all the
11· · ·pilots, if there was no work done by any of the pilots,
12· · ·but they received that type of high pay, would that
13· · ·be -- would you agree that's unfair?
14· · · · · · · · · · · · MS. CARSON:· Objection.· This all
15· · ·calls for speculation.· None of this is realistic.
16· · · · · · · · · · · · MS. DeLAPPE:· I started the entire
17· · ·discussion by explaining to Captain Carlson that this
18· · ·was the basic assumptions we already discussed taken to
19· · ·logical extremes and if he was all right with
20· · ·proceeding, and he said he was.
21· · · · · · · · · · · · JUDGE FUKANO:· I will overrule the
22· · ·objection.· But we should not dwell too long in this
23· · ·hypothetical.
24· · · · · · · · · · · · MS. DeLAPPE:· Thank you.· I'm trying
25· · ·to make quickly through it.
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·1· Q· (By Ms. DeLappe)· So would you agree that that would be

·2· · ·unfair, Captain Carlson?

·3· A· If no pilot moved any ship.
·4· Q· Yeah.

·5· A· And we received $800,000 per pilot.
·6· Q· Yeah.

·7· A· It would not be fair.
·8· Q· Thank you.· And then just the last one really quickly.

·9· · · · · That's the opposite, right?· That if workload is

10· · ·unfair at -- if a pilot worked every day of the year,

11· · ·365 AAL, and received no DNI?

12· A· If every pilot worked 365 shifts, it would not be fair.
13· Q· So somewhere between the extremes of two and three lies

14· · ·a spectrum of fairness.

15· · · · · Would you agree?

16· · · · · · · · · · · · MS. CARSON:· Objection.· Lacks

17· · ·foundation.· Hypothetical.· Ambiguous in terms of what

18· · ·exactly you're talking about.

19· · · · · · · · · · · · JUDGE FUKANO:· Response.

20· · · · · · · · · · · · MS. DeLAPPE:· I can withdraw that

21· · ·question.

22· · · · · · · · · · · · JUDGE FUKANO:· Sustained and

23· · ·withdrawn.

24· Q· (By Ms. DeLappe)· ·Let's turn to your own testimony,

25· · ·Captain Carlson.
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·1· · · · · In Exhibit IC-01T, at Page 17.
·2· · · · · · · · · · · · JUDGE FUKANO:· And would you just
·3· · ·give the Commissioners just a minute to --
·4· · · · · · · · · · · · MS. DeLAPPE:· Certainly.
·5· · · · · · · · · · · · JUDGE FUKANO:· -- find that exhibit.
·6· · · · · That's IC-01, at Page 17?
·7· · · · · · · · · · · · MS. DeLAPPE:· Yes.
·8· · · · · · · · · · · · JUDGE FUKANO:· Thank you.
·9· · · · · · · · · · · · THE WITNESS:· Excuse me.
10· Q· (By Ms. DeLappe)· ·And so at around Lines 13 through
11· · ·the end of that page and on to the next page, you
12· · ·testify regarding the legislative changes to
13· · ·eligibility criteria to take the entrance exam for
14· · ·pilot applicants, correct?
15· A· Yes, I did.
16· Q· And you stated that, before SSB 5150 was passed in
17· · ·2005, the eligibility criteria to sit for the Puget
18· · ·Sound pilot exam created a barrier limiting whether
19· · ·pilot trainees could be recruited from across the
20· · ·country, right?
21· A· Correct.
22· Q· Since 2005, any qualified mariner, anywhere in the
23· · ·country, can apply to be a trainee in the Puget Sound
24· · ·just as easily as a local candidate, correct?
25· A· Can you rephrase that, please.· I want to make sure I
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·1· · ·have it right.
·2· Q· May I just repeat it?

·3· A· That's fine.
·4· Q· Since 2005, any qualified mariner, anywhere in the

·5· · ·country, can apply to be a trainee in the Puget Sound

·6· · ·just as easily as a local candidate, right?

·7· A· Yes.· But it's not to be a trainee.· It's to take the
·8· · ·exam.
·9· Q· Very good.

10· · · · · What do you believe the most reasonable argument

11· · ·was for the State of Washington to keep the local

12· · ·knowledge requirement in place before 2005?

13· A· Well, I think Chuck Adams said -- or not Chuck Adams --
14· · ·Chuck Davis said in his testimony to the legislature:
15· · ·To draw from a national pool and attract the best of
16· · ·the best.
17· Q· I'm actually asking the opposite question.

18· · · · · What reason would Washington have had before this

19· · ·bill to have had that barrier to entry, the local

20· · ·knowledge requirement?

21· · · · · · · · · · · · MS. CARSON:· Objection.· Foundation.

22· Q· (By Ms. DeLappe)· Do you have --

23· · · · · · · · · · · · JUDGE FUKANO:· Response.

24· · · · · · · · · · · · MS. DeLAPPE:· I can rephrase.

25· · · · · · · · · · · · JUDGE FUKANO:· Then sustained.· And
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·1· · ·please rephrase.
·2· Q· (By Ms. DeLappe)· ·So, Captain Carlson, you
·3· · ·participated in the advocacy for this bill, correct?
·4· A· The pilots did.· I was not a pilot at that time.· I was
·5· · ·on the other side.
·6· Q· Mm-hmm.
·7· · · · · But you're familiar with what occurred around this
·8· · ·bill?
·9· A· Yes.
10· Q· Do you have any idea why the legislature had previously
11· · ·had a local knowledge requirement for taking the exam?
12· A· No, I do not.
13· Q· So you have no insight into any basis for the rules

14· · ·that existed before the bill changed it?
15· · · · · · · · · · · · MS. CARSON:· Objection.· Asked and
16· · ·answered.
17· · · · · · · · · · · · JUDGE FUKANO:· Response.
18· · · · · · · · · · · · MS. DeLAPPE:· I'm just seeking to
19· · ·clarify and test the last question and answer.
20· · · · · · · · · · · · JUDGE FUKANO:· I am going to sustain
21· · ·the objection.· The witness did answer the question.
22· Q· (By Ms. DeLappe)· So before SSB 5150, these application
23· · ·requirements created barriers that were effective at

24· · ·excluding potential trainees who weren't local,
25· · ·correct?
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·1· A· I'm not sure if it excluded all the trainees who
·2· · ·weren't local.· Because if somebody had come and rode
·3· · ·pilotage trips, they could take the exam, but it made
·4· · ·it harder.· It made it extremely hard before.
·5· Q· Other pilotage grounds may also in their way make it

·6· · ·hard, as you say, for potential applicants from other
·7· · ·parts of the country, correct?
·8· · · · · · · · · · · · MS. CARSON:· Objection.
·9· · · · · · · · · · · · THE WITNESS:· I can't answer that.
10· Q· (By Ms. DeLappe)· You did not analyze other pilotage
11· · ·grounds' application criteria to know if they have --
12· · ·if they apply local knowledge barriers of any kind to
13· · ·the application criteria?
14· A· I did not.
15· Q· Mr. Sisung's study regarding other pilotage grounds did

16· · ·not include any analysis of that kind, did it?
17· A· You'll have to ask Mr. Sisung.· I can't speak to what
18· · ·his testimony said.
19· Q· So you don't have any knowledge that -- or evidence
20· · ·that you're aware of of the types of local preference
21· · ·barriers that may be in place for entry to pilotage
22· · ·ground training programs elsewhere in the country?
23· A· I do not.
24· · · · · · · · · · · · MS. DeLAPPE:· I have no further

25· · ·questions.· Thank you.
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·1· · · · · · · · · · · · JUDGE FUKANO:· Thank you.

·2· · · · · Any redirect for this witness?

·3· · · · · · · · · · · · MS. CARSON:· Yes, Your Honor.· Just

·4· · ·one minute.

·5· · · · · · · · · · · · JUDGE FUKANO:· Certainly.

·6

·7· · · · · · · · · · · ·REDIRECT EXAMINATION

·8· · ·BY MS. CARSON:

·9· Q· Captain Carlson, Ms. DeLappe asked you about a

10· · ·statement in your testimony that there is not a role

11· · ·for AAL, or the average assignment level.

12· · · · · Can you elaborate on what your concerns are with

13· · ·the average assignment level?

14· A· Yes.· The AAL is a backward look.· It looks at what
15· · ·happened in the past.· It looked at -- it's going --
16· · ·it's averaging assignments when there was a different
17· · ·assignment level with our rate set by our regulatory
18· · ·body.· It's very much the same as Scott Sevall's
19· · ·testimony where Scott Sevall said it would be
20· · ·inappropriate to use an AAL for the revenue requirement
21· · ·because that's a backward look.· Same is true as with
22· · ·the AAL as far as number of pilots.
23· Q· Captain Carlson, can you elaborate why in this case

24· · ·that is particularly important in terms of the AAL and

25· · ·changes to the target assignment level?
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·1· A· Yes.· Because the Pilot Commission set the number of
·2· · ·pilots based upon what they felt was the best metric,
·3· · ·and so the Pilot Commission is -- is authorized for 60.
·4· · ·Now, that could change.· They're going to set the new
·5· · ·number at the May Pilot Commission meeting.· So when
·6· · ·they set that number, it could be 59.· It could be 61.
·7· · ·It could be 60.· Somewhere in there.· So that's the
·8· · ·number we're going to seek to be funded.
·9· · · · · Because the Pilot Commission is going to keep
10· · ·licensing them.· Whether you fund them or not, the
11· · ·Pilot Commission will keep licensing until they get to
12· · ·the authorized number.
13· Q· Okay.· So you talked about the authorized number of
14· · ·pilots and that the Board of Pilotage Commission has
15· · ·set it at 60.

16· · · · · Can you elaborate what that's based on?
17· A· Yeah, so there were -- the Pilot Safety Committee is
18· · ·made up of pilot Commissioners, stakeholders.· Mike
19· · ·Moore sits on that committee.· I sit on that committee.
20· · ·Another pilot who's a voting member sits on that
21· · ·committee.· Another industry person who's a voting
22· · ·member sits on that committee.
23· · · · · During a course of four meetings, intense
24· · ·meetings, we worked out what the target assignment
25· · ·level should be based upon these different metrics.
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·1· · ·And so then we went to the Pilot Commission.· The
·2· · ·committee made a recommendation at the next Pilot
·3· · ·Commission meeting in June of 2024 to set the number
·4· · ·of -- the TAL number of 123.· That was voted on
·5· · ·unanimously.· Two -- two shipping commissioners voted
·6· · ·in the affirmative.· And, of course, everybody else
·7· · ·voted in the affirmative.
·8· · · · · And so then -- is that what you were looking for,
·9· · ·the answer?· Or -- I can go further if --
10· Q· Fine.

11· A· Yeah.
12· Q· So I think you mentioned that PMSA has a representative

13· · ·on the Pilot Safety Committee; is that right?

14· A· Yes.· Captain Moore.
15· Q· Captain Moore.

16· · · · · What was Captain Moore's view of the Pilot Safety

17· · ·Committee changing the target assignment level?

18· · · · · · · · · · · · MS. DeLAPPE:· And objection in terms

19· · ·of outside of the scope of the direct examination.  I

20· · ·did not ask anything about the safety committee and

21· · ·certainly not about individuals' discussions during

22· · ·that committee meeting.

23· · · · · · · · · · · · JUDGE FUKANO:· Response.

24· · · · · · · · · · · · MS. CARSON:· There was discussion

25· · ·about the target assignment level and why average
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·1· · ·assignment level should be the metric, so I think it's
·2· · ·important to clarify why target assignment level was
·3· · ·reset by the Pilotage Commission.
·4· · · · · · · · · · · · MS. DeLAPPE:· May I add one more
·5· · ·point?
·6· · · · · · · · · · · · JUDGE FUKANO:· Yes.· Proceed.
·7· · · · · · · · · · · · MS. DeLAPPE:· Captain Moore will be
·8· · ·testifying, and I don't understand the point of asking
·9· · ·Captain Carlson to testify about what Captain Moore
10· · ·said.· I think Captain Moore is in the best position to
11· · ·answer any questions along those lines.
12· · · · · · · · · · · · JUDGE FUKANO:· I will sustain the
13· · ·objection.· I think that the -- the voting of Captain
14· · ·Moore goes beyond sort of the general discussion of AAL
15· · ·versus TAL.
16· · · · · · · · · · · · MS. CARSON:· Okay.· Thank you.
17· Q· (By Ms. Carson)· Captain Carlson, so what was the
18· · ·reason for reducing the target assignment level?
19· A· The reason for reducing the target assignment level --
20· · ·I mean, I'm going to -- please forgive me, but I'm just
21· · ·going to give you just a little bit of history here.
22· · · · · In 2019, they set the number of pilots at 56.· We
23· · ·had new rest rules that were being established by the
24· · ·Pilot Commission, and they set the number of pilots at
25· · ·56.· But at that time, that would have represented a
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·1· · ·TAL of 127.· The Commission refused to set a TAL at the
·2· · ·time, though, so they just said, No, it's 56 pilots.
·3· · ·We're not going to worry about the TAL.
·4· · · · · So -- so then -- then we fast-forward.· We get
·5· · ·close to 56.· But we're in the middle of a rate
·6· · ·hearing.· So -- and the commissioner, the commission
·7· · ·chair, Sheri Tonn, and the executive director sat on
·8· · ·the other side of the ex parte wall.· So she did not
·9· · ·want to have an -065 hearing until we finish our rate
10· · ·case.· So -- so in January of 2024 -- I believe it was
11· · ·January; it could have been maybe a little bit later;
12· · ·took a while to really line things up, get close to the
13· · ·number -- we -- we asked for a -065 hearing.
14· · · · · And then that's what they used -- they use those
15· · ·improved rest requirements, our efficiencies, and a
16· · ·number of items to adjust the TAL.
17· Q· Thank you.

18· · · · · So you were asked about pilots who are working

19· · ·much higher assignment levels.· Ms. DeLappe asked you

20· · ·about that.· And I believe one example was pilots were

21· · ·working above 135 assignments in 2024.

22· · · · · Why do pilots work above a target assignment

23· · ·level?

24· A· Pilots are can-do people.· They're good -- they were
25· · ·good employees.· That's how they got promoted to
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·1· · ·captain.· They want to meet the need of industry.· They
·2· · ·want to meet the need of the shipping industry.· They
·3· · ·don't want to delay ships.· They don't want the
·4· · ·president e-mailing them, saying, Hey, we need to move
·5· · ·some ships, guys.· So we need some comp time workers,

·6· · ·which we sometimes have to do.
·7· · · · · But they move ships.· And -- and some of them are
·8· · ·better than others at moving ships.· Some of them have
·9· · ·family issues, that they have a sick kid or something.
10· · ·They can't move them.· So that's kind of the way it is
11· · ·with -- that's why those numbers get up to where they
12· · ·do.
13· · · · · But the 123, the Commission has said it's a target
14· · ·to be met, not exceeded.· Now, it is exceeded often,
15· · ·but it is a target to be met.

16· Q· Thank you.

17· · · · · Okay.· You were asked some questions regarding

18· · ·IC-37X, which is your letter in July of 2024 to the

19· · ·Board of Pilotage Commissioners.

20· · · · · Now, when you were being questioned, you mentioned

21· · ·that the BPC didn't do what you recommended.

22· · · · · What did you mean by that?

23· A· Excuse me.· We had recommended they -- two different
24· · ·things.· We had recommended that they fund -- or that

25· · ·they authorize 62 pilots to try to get the comp days
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·1· · ·burned down a little bit.· But then we also requested
·2· · ·that they -- or we had suggested that they allow for 5
·3· · ·percent callback job ratio.· So, in other words, you --
·4· · ·you can work 123 jobs, but if you want to, you can work
·5· · ·an extra six jobs.
·6· · · · · The Pilot Commission said that that's not going to
·7· · ·be a requirement, and so that was why they didn't do
·8· · ·what we had suggested.
·9· Q· You mentioned that there is ongoing discussions about
10· · ·this.

11· · · · · What's the process that's going on now?
12· A· Well, like I just mentioned, in May, I'm hoping that
13· · ·they'll set a number -- in fact, I know they're going
14· · ·to set a number of pilots authorized in May.· It could
15· · ·be anywhere from 59 to 61.· I don't know what it's
16· · ·going to be.· That's what I think.
17· Q· Have the pilots been understaffed in the past?
18· A· Oh, man.· In the last -- well, in the last ten years,
19· · ·we've been under -- understaffed by -- in the number of
20· · ·pilots.· I haven't actually counted the number of
21· · ·pilots we've been understaffed.· But in the last ten
22· · ·years, we've been understaffed 90 percent of the time.
23· Q· What's that based on?· How are you --
24· A· That's based on --
25· · · · · · · · · · · · MS. DeLAPPE:· I'd like to object to
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·1· · ·this line of questioning.· I did not ask about staffing
·2· · ·levels in terms of the number of pilots and going back
·3· · ·over the course of ten years.· It's outside of the
·4· · ·scope of my cross-examination.
·5· · · · · · · · · · · · JUDGE FUKANO:· Response.
·6· · · · · · · · · · · · MS. CARSON:· So he was asking about
·7· · ·pilots working above the target assignment level, and
·8· · ·that goes to the understaffing.
·9· · · · · · · · · · · · JUDGE FUKANO:· There was questioning
10· · ·about efficiency and number of pilots with respect to
11· · ·the assignment level, so I will overrule the objection,
12· · ·but acknowledging that this is going a little bit
13· · ·further, that this line of questioning should be
14· · ·limited.
15· Q· (By Ms. Carson)· So I think you were discussing
16· · ·understaffing; is that right?
17· A· Well, I -- yeah, we were understaffed about 90 percent
18· · ·of the time in the last ten years.· We're still
19· · ·understaffed.
20· Q· And what are you basing that on?· What are you
21· · ·comparing in your understaffing?
22· A· The number of authorized pilots.
23· · · · · · · · · · · · COMMISSIONER RENDAHL:· I'm sorry to
24· · ·speak over, but I can't hear (videoconference audio
25· · ·distortion).
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·1· · · · · · · · · · · · JUDGE FUKANO:· Apologies,
·2· · ·Commissioner Rendahl.· Could you repeat that.· It came
·3· · ·through a little muffled.
·4· · · · · · · · · · · · COMMISSIONER RENDAHL:· I'm asking if

·5· · ·counsel could speak into the mike more clearly because
·6· · ·it's not coming through on Zoom.
·7· · · · · · · · · · · · MS. CARSON:· Sorry.· Is that better?
·8· · ·Okay.· Apologies for that.
·9· Q· (By Ms. Carson)· Okay.· You mentioned that pilots do a
10· · ·lot of other work beside moving ships.
11· · · · · Can you just elaborate on what other work is done
12· · ·for the benefit of the pilotage system?
13· A· Well, we do a lot of regulatory work.· We work with the
14· · ·Army Corps of Engineers.· In fact, this year, we -- in
15· · ·'25, we -- we sent -- I think we spent four weeks in
16· · ·Mississippi, some of our pilots, doing a simulation
17· · ·study with the Army Corps of Engineers for a dredging
18· · ·project in the Blair Waterway.· This year -- in fact,
19· · ·this month -- we'll have a couple more pilots over
20· · ·there in Mississippi because now they want to do a
21· · ·study for the West Waterway in Seattle.
22· · · · · So there's Regulatory Commission work.· There's
23· · ·Coast Guard meetings, meeting with BTS, safe practice
24· · ·meetings that we have, reference manual meetings.
25· · ·There's outreach.· We try to recruit.· Matter of fact,
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·1· · ·this -- couple days ago, we had a couple pilots -- I
·2· · ·think I mentioned earlier -- go down to California to
·3· · ·try to recruit.· In fact, I got a text about some
·4· · ·potential contacts.· And we just -- we just do a lot of
·5· · ·work.· We just do.
·6· · · · · · · · · · · · MS. CARSON:· Thank you.
·7· · · · · · · · · · · · THE WITNESS:· We also come in on our
·8· · ·off time and work extra comp days.
·9· Q· (By Ms. Carson)· You were asked some questions about
10· · ·your Exhibit IC-14.
11· · · · · Do you recall that?
12· A· Yes.
13· Q· And that's your -- on direct testimony, that's your
14· · ·spreadsheet showing all the vessel assignments; is that
15· · ·correct?
16· A· Yes.
17· Q· Okay.· And it's been called into question whether or
18· · ·not you've complied with requirements, so I just want
19· · ·to run through the WAC in terms of 480-07-525,
20· · ·Subpart 4(m).
21· · · · · So in Exhibit IC-14, did you show projected
22· · ·changes in vessel assignments?
23· A· I did.· What I failed to do was --
24· Q· Can you --
25· A· Oh, I'm sorry.
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·1· Q· -- let me finish --

·2· A· I did.
·3· Q· -- asking the questions.

·4· A· Yeah.
·5· Q· Okay.· And did you show a detailed portrayal of vessel

·6· · ·assignments for the previous 12 months along with the

·7· · ·associated tariff and fees charged to vessel operators

·8· · ·for pilotage service?

·9· A· I did.
10· Q· Okay.· So sounds like you have some concerns, something

11· · ·you wish you would have done on your exhibit.

12· · · · · Do you want to elaborate on that?

13· A· Yes.· Column AP, all you need to do is -- is click on
14· · ·the top of that number, and you'll end up seeing that
15· · ·the sum is 7,460 -- 446 assignments.· The same number
16· · ·that Mike reached when -- in his number and the same
17· · ·number that Scott reached, except that Scott removed --
18· · ·Mr. Sevall removed the cancellations.· It was just an
19· · ·error on my part by not putting the sum at the bottom
20· · ·of that column.
21· Q· So, Captain Carlson, did you update your vessel

22· · ·assignment exhibit on rebuttal?

23· A· Yes.· IC-32.
24· Q· What years did you use -- let's see.· Projected change

25· · ·in vessel assignments.
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·1· · · · · So did you update the projected change in vessel

·2· · ·assignments?

·3· A· I did.· Yes.· I did.· And that involved removing these

·4· · ·ATB assignments through -- now, the ATB Sea Reliance

·5· · ·was here on a certain service string.· It was on a

·6· · ·certain run.· It was going down to Tacoma to Targa.  I

·7· · ·removed those 72 assignments.· There's still some ATB

·8· · ·Sea Reliance alignments remaining, because they aren't

·9· · ·on that service string anymore.· So they're still here.

10· · ·They're just on a different service string.

11· Q· And in IC-32, did you update the detailed portrayal of

12· · ·vessel assignments for the previous 12 months along

13· · ·with the associated tariff and fees charged to vessel

14· · ·operators for pilotage service?

15· A· Yes, I did.· The one exclusion was the HTW service,

16· · ·because we didn't know whether or not it was going to

17· · ·come or not.· That's why I asked Captain Chang whether

18· · ·or not it was going to be here next year.· He still

19· · ·doesn't know.· We're supposed to be going to lunch here

20· · ·in March, sometime here soon, and he's going to try to

21· · ·provide that information.

22· · · · · There's no gain to PSP to removing -- or to having

23· · ·those assignments in the revenue requirement, in the

24· · ·revenue price-out, if they aren't going to be here.

25· · ·Because those assignments are worth about $500,000.· So
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·1· · ·we would be pricing out the -- and that's at the
·2· · ·current rate.· We'd be pricing these out at the current
·3· · ·rate, but yet if they don't come -- so there's no gain
·4· · ·to PSP by -- by keeping them in there.· We'd rather
·5· · ·have them out.· We're just trying to firm up whether
·6· · ·they should be out or not.
·7· Q· Thanks, Captain Carlson.
·8· · · · · You were also asked about the first six months of
·9· · ·traffic in 2025 and why you didn't just double that
10· · ·number.· And you mentioned there was uncertainty.
11· · · · · Can you elaborate on the uncertainty?
12· A· Yeah.· There was uncertainty.· First, the first half of
13· · ·the year is always less productive than the second
14· · ·half.· There's always more assignments in the second
15· · ·half of the year than the first half of the year.
16· · · · · But, you know, but we were also -- so we were
17· · ·looking for things, and we went to this Propeller Club
18· · ·breakfast.· Mike Jacob was there speaking.· Spencer
19· · ·Cohen was there speaking.· And Mike Jacob said what
20· · ·this -- what -- what we project for 20 -- for the
21· · ·future, it's anybody's guess, or who knows?· Or
22· · ·something like that.· I wrote it down on a -- because
23· · ·when Mike talks, I listen, right?· So anyway, I wrote
24· · ·it down.
25· · · · · And then Spencer Cohen said he was cautiously
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·1· · ·optimistic.· Well, to me, that means good.· But, I

·2· · ·mean, it's maybe traffic's not going to keep dropping

·3· · ·like it was, but that's not what happened.

·4· Q· Okay.· And you mentioned the Evergreen HTW; is that

·5· · ·right?· Am I --

·6· A· Yeah.· That's the service I was --

·7· Q· Yeah.

·8· A· -- talking about, yeah.

·9· Q· And earlier, I think you said it was ad hoc.

10· · · · · What is the relevance of an ad hoc service?

11· A· Well, an ad hoc service is additional service.· It's

12· · ·not scheduled service.· So even though Evergreen comes

13· · ·in the fall, those ships typically show up in

14· · ·September, sometime around apple season.· And then

15· · ·they -- and then they're gone by now.· They're --

16· · ·they're gone usually by March or whatever.

17· · · · · Because they're just there.· They're huge ships.

18· · ·Huge.· Biggest ones we have.· And they -- they come,

19· · ·they pick up apples, and then they leave.· And I forget

20· · ·how many vessels there were in that period, but anyway,

21· · ·so those are ad hoc calls.

22· · · · · And so because they -- they're not on the string.

23· · ·Even though they call it an HTW, that's HTW for -- for

24· · ·California and other places.· It comes up here ad hoc.

25· · ·So a lot of times vessels will go from Asia to
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·1· · ·California, whether it's Oakland or LA or whichever, or
·2· · ·maybe both, and then they'll come up our way.
·3· · · · · And then when they come up our way, that's --
·4· · ·sometimes it's a scheduled thing, but other times it's
·5· · ·ad hoc, and that just means on a case-by-case basis.
·6· · ·That's what...
·7· Q· Thank you.

·8· · · · · You also made reference to blank sailing.

·9· · · · · Can you elaborate on what a blank sailing is?

10· A· Blank sailing's no good.· A blank sailing is a sailing
11· · ·that's on the schedule, so the Northwest Seaport
12· · ·Alliance, they publish a schedule on their website.
13· · ·It's called a rotation schedule.· And that rotation
14· · ·schedule shows every port, their string, which --
15· · ·they'll label their string -- and every port their
16· · ·string is -- is intending to call.
17· · · · · And sometimes they blank those sailings.· They
18· · ·don't remove them from the -- from the schedule.· They
19· · ·just blank them.· So maybe -- you know, maybe MSC will
20· · ·just say, "Well, we're not calling Pier 5 this week.
21· · ·We're -- but we want to stay on the schedule."· So they
22· · ·stay scheduled for every Tuesday or whatever day it is,
23· · ·once a week.· But they just don't come.· That's a blank
24· · ·sailing.· And there was more blank sailings than there
25· · ·were ad hoc sailings last year.
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·1· Q· Okay.· You were also asked questions about the

·2· · ·retirement program, the pension, the existing pension,

·3· · ·and it was referred to as having open-ended liability.

·4· · · · · Do you view this as open-ended liability for the

·5· · ·pay-as-you-go pension?

·6· A· I do not.· We fully intend to have the MEP fully funded
·7· · ·and up and running -- you know, it takes, I think, 15
·8· · ·years to fully fund it -- but up and running in January
·9· · ·1, 2027.· We're anticipating filing a subsequent filing
10· · ·very soon after this case.· We're hoping by the end of
11· · ·'26 we'll get something from the DOL.
12· Q· PMSA asked you about pilots contributing to their own

13· · ·retirement plan and what's the problem with that, in

14· · ·essence.

15· · · · · Why is PMSA's proposal more complicated than just

16· · ·pilots contributing to their own retirement plan?

17· A· Well, it's not just their own plan.· It's the pilots
18· · ·that are retired's plan too.· And so we would need to
19· · ·fund that.· And that right now is six and a half --
20· · ·whatever -- it'll be soon $6.8 million a year, and
21· · ·that's pilots who have already retired.
22· Q· And what's your understanding about PMSA's proposal

23· · ·with respect to retired pilots?

24· A· They don't care.· They just -- I mean, my understanding
25· · ·is they're saying pilots should pay for it out of their
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·1· ·own pocket, meaning the active pilots.
·2· · · · · · · · · · · MS. CARSON:· Okay.· I have no

·3· ·further questions.· Thanks.

·4· · · · · · · · · · · THE WITNESS:· Thank you.
·5· · · · · · · · · · · JUDGE FUKANO:· Any questions from

·6· ·the bench for this witness?

·7· · · · · · · · · · · COMMISSIONER DOUMIT:· Yes, Your

·8· ·Honor.· Thank you.

·9· · · · Thank you, Captain Carlson.· A couple of

10· ·clarifying questions.· A few actually.· And just go

11· ·back to blank sailing.· You mentioned that it's a bad

12· ·thing and it happens sometimes.

13· · · · Why is it that a ship will say to you, Keep us on

14· ·the schedule, but blank us out?· I mean, why -- why

15· ·does that happen?

16· · · · · · · · · · · THE WITNESS:· It's -- Mike can
17· ·probably talk about it better than me.
18· · · · · · · · · · · JUDGE FUKANO:· Beg your pardon.

19· ·Please use your microphone.

20· · · · · · · · · · · THE WITNESS:· I'm sorry.
21· · · · They'll do it because they -- they have customers.
22· ·And they don't want to go off -- they don't want to
23· ·have a nonpublished schedule.· They want a published
24· ·schedule every week:· You're going get your goods here,
25· ·there, or wherever.
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·1· · · · Just because they blank a sailing doesn't mean
·2· ·that somebody that's ordered something from Amazon
·3· ·won't get it another way.· It may come -- they -- they
·4· ·share -- they have slot sharing.· And really seriously,
·5· ·Mike Jacob is the expert in this.· But they have slot
·6· ·sharing that they do.· So Hyundai may call Hapag-Lloyd
·7· ·and say, "Hey, can you -- we've got 600 containers.
·8· ·We're not running today, so can you grab them and take
·9· ·them?"· And they'll -- they kind of do it that way.  I
10· ·mean...
11· · · · · · · · · · · COMMISSIONER DOUMIT:· So, in other

12· ·words, the blank sailing is potentially used by another

13· ·outfit.· Is that -- is that one potential?· In other

14· ·words, blank sailing doesn't necessarily mean that

15· ·there's -- that won't be -- that schedule won't be

16· ·filled?

17· · · · · · · · · · · THE WITNESS:· No, it means the
18· ·schedule won't be filled.· So a blank sailing means the
19· ·ship doesn't come.· But the cargo could come on another
20· ·ship that's scheduled for two days later.· But it's
21· ·just a different service.· They do a lot of cargo
22· ·sharing.
23· · · · · · · · · · · COMMISSIONER DOUMIT:· Okay.· Thanks.

24· ·Thank you.

25· · · · You mentioned -065 hearings earlier.· Are you
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·1· ·referring to WAC 363-116-065?· Is that what those
·2· ·hearings are?
·3· · · · · · · · · · · THE WITNESS:· Yeah.
·4· · · · · · · · · · · COMMISSIONER DOUMIT:· Is that the --
·5· · · · · · · · · · · THE WITNESS:· I apologize.· Yes, I
·6· ·am.
·7· · · · · · · · · · · COMMISSIONER DOUMIT:· Okay.· That's
·8· ·the Pilotage Commission setting the number of pilots.
·9· · · · · · · · · · · THE WITNESS:· Yes.
10· · · · · · · · · · · COMMISSIONER DOUMIT:· Okay.· And you
11· ·said you can -- I haven't looked closely at the WAC.
12· ·You said you could ask for one of those hearings.· And
13· ·is that how -- it works on a schedule, or is it when
14· ·you ask for that hearing?· Or how is that --
15· · · · · · · · · · · THE WITNESS:· They are trying to get
16· ·more process around it.· And I really appreciate that
17· ·they're -- they're really trying to get a little more
18· ·process.· They -- they have now determined that --
19· ·that -- that doing it every couple years is a good way
20· ·to go unless there's something really abnormal.
21· · · · And they decided to use the trailing 24 months
22· ·rather than this up-down that's been happening for the
23· ·last ten years where you got one high year, one low
24· ·year, one high year, one low year.· They're wanting to
25· ·just average them out.· And that's what they're going
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·1· ·to do here in May.
·2· · · · · · · · · · · COMMISSIONER DOUMIT:· Okay.· Thank
·3· ·you.
·4· · · · Your rebuttal testimony, that's IC-16T?· You have
·5· ·that with you?
·6· · · · · · · · · · · THE WITNESS:· Yes.
·7· · · · · · · · · · · COMMISSIONER DOUMIT:· At Page 5.
·8· ·I'm looking at Lines 10 through 12 and Footnote 9.· And
·9· ·this is where -- you ready for the question?
10· · · · · · · · · · · THE WITNESS:· Yes.
11· · · · · · · · · · · COMMISSIONER DOUMIT:· Was this where
12· ·you -- you discuss PMSA's interchangeable use of the
13· ·terms "callback days" and "comp day expense."
14· · · · And just so we have clarity on the record:· From
15· ·your perspective, can you please define both callback
16· ·days and comp day expense?
17· · · · · · · · · · · THE WITNESS:· I think it's referring
18· ·to -- can I read the footnote for --
19· · · · · · · · · · · COMMISSIONER DOUMIT:· Sure.
20· · · · · · · · · · · THE WITNESS:· -- a sec?· Yeah.· Ah,
21· ·shoot.· Can I read the reference?· See, I think he
22· ·just -- we just -- there's just so much here --
23· · · · · · · · · · · COMMISSIONER DOUMIT:· However you
24· ·want to answer.· I'm just asking if you can define
25· ·those two terms for me.· For us.
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·1· · · · · · · · · · · THE WITNESS:· Callback days are
·2· ·callback days.· Those are -- those are days that pilots
·3· ·can use however they want.
·4· · · · Callback expense -- comp day expense --
·5· · · · · · · · · · · COMMISSIONER DOUMIT:· Yeah.
·6· · · · · · · · · · · THE WITNESS:· -- is a day that has
·7· ·to be recorded.· We are required now and we're okay
·8· ·with the GAAP accounting for the comp days.· But that's
·9· ·a difference between that, and so I'm not sure if that
10· ·was a typo or -- or not on my part.
11· · · · · · · · · · · COMMISSIONER DOUMIT:· Okay.· Let's
12· ·ask, go a little bit deeper with that question maybe.
13· ·This will help refine.· In Footnote 9, you state the
14· ·callback days are a component of comp day expense.
15· · · · Aside from callback days, what other expenses are
16· ·contained, if any, in comp day expense?
17· · · · · · · · · · · THE WITNESS:· Commissioner Doumit --
18· · · · · · · · · · · COMMISSIONER DOUMIT:· Yeah.
19· · · · · · · · · · · THE WITNESS:· -- I'm not quite sure
20· ·what this is referencing to.· My nerves have kind of
21· ·gotten me right now.
22· · · · · · · · · · · COMMISSIONER DOUMIT:· Don't worry.
23· ·Don't worry.· Yeah, I guess I'm just trying to --
24· · · · · · · · · · · THE WITNESS:· I'm kind of center
25· ·stage.
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·1· · · · · · · · · · · COMMISSIONER DOUMIT:· What's that?
·2· ·Oh, you're doing great on center stage.· Don't worry.
·3· · · · So if you -- if you don't know, that's okay.· We
·4· ·can -- we can also send a bench request subsequently to
·5· ·clarify.
·6· · · · · · · · · · · THE WITNESS:· Please do.· That would
·7· ·be good.
·8· · · · · · · · · · · COMMISSIONER DOUMIT:· Okay.· Great.
·9· · · · · · · · · · · MS. CARSON:· Commissioner Doumit,
10· ·there's also testimony from Ann LaRue on --
11· · · · · · · · · · · COMMISSIONER DOUMIT:· Yeah.
12· · · · · · · · · · · MS. CARSON:· -- this point, so you
13· ·might --
14· · · · · · · · · · · COMMISSIONER DOUMIT:· Okay.· Great.
15· · · · · · · · · · · MS. CARSON:· -- refer to her.
16· · · · · · · · · · · COMMISSIONER DOUMIT:· Great.· Thank
17· ·you.· Thanks.
18· · · · Is there -- next question.· Is there any penalty
19· ·to a pilot or to PSP if a pilot performs more
20· ·assignments than the BPC target assignment level?
21· · · · · · · · · · · THE WITNESS:· No.
22· · · · · · · · · · · COMMISSIONER DOUMIT:· Okay.· And can
23· ·you please provide an update on PSP's current pilot
24· ·account as well as the anticipated number of hires and
25· ·retirements during the rate year?

Page 185
·1· · · · · · · · · · · THE WITNESS:· So this would be until
·2· ·June of -- or until, yeah, July 1, or whatever, of
·3· ·2027?
·4· · · · · · · · · · · COMMISSIONER DOUMIT:· Yes.
·5· · · · · · · · · · · THE WITNESS:· In a bench request,
·6· ·or...?
·7· · · · · · · · · · · COMMISSIONER DOUMIT:· No, I mean --
·8· · · · · · · · · · · THE WITNESS:· Right now?· Well, I
·9· ·think we'll be -- I think we'll be at either -- if the
10· ·Commission authorizes 60 pilots, we'll either be at 59
11· ·or 60.
12· · · · · · · · · · · COMMISSIONER DOUMIT:· And then the
13· ·anticipated number of retirements.· Does that -- so
14· ·that total you just gave, you're calculating --
15· · · · · · · · · · · THE WITNESS:· Balancing.
16· · · · · · · · · · · COMMISSIONER DOUMIT:· -- the number
17· ·of hires and retirements?
18· · · · · · · · · · · THE WITNESS:· Yes.
19· · · · · · · · · · · COMMISSIONER DOUMIT:· Okay.· Can you
20· ·please clarify what is the final projected assignment
21· ·number that PSP proposes to use in determining tariff
22· ·rates?· We talked about this a lot.· And so what's --
23· · · · · · · · · · · THE WITNESS:· Yeah, I'm -- in terms
24· ·of rates, I think it's going to depend on what Mike
25· ·Moore's testimony is by the time Sheree gets done
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·1· ·asking the question.· But we're going to see about
·2· ·whether or not he supports removing the HTW service
·3· ·from the revenue requirement.· If he does, then we'll
·4· ·revise the -- the number of assignments.· If he
·5· ·doesn't, then we'll keep the number at 7,114.
·6· · · · · · · · · · · COMMISSIONER DOUMIT:· So that's the
·7· ·only variable you see at the moment?
·8· · · · · · · · · · · THE WITNESS:· Yes.
·9· · · · · · · · · · · COMMISSIONER DOUMIT:· Okay.· Couple
10· ·of questions following up on the retirement.
11· · · · So you testified that you're -- although you're
12· ·not aware of the total liability at the moment anyway,
13· ·would you agree that the current pay-as-you-go system
14· ·is unsustainable?
15· · · · · · · · · · · THE WITNESS:· Yes.
16· · · · · · · · · · · COMMISSIONER DOUMIT:· Okay.· Do you
17· ·recognize that the longer it takes to resolve the MEP
18· ·issue, the more ratepayers are at risk for funding
19· ·pilot pensions?
20· · · · · · · · · · · THE WITNESS:· Well, yeah.· They've
21· ·been doing it for a long time, but, yes, I -- I do
22· ·recognize there's a risk there.
23· · · · · · · · · · · COMMISSIONER DOUMIT:· How long
24· ·should we, the Commission, wait for PSP to resolve the
25· ·pension issue?· That essentially is asking how long
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·1· ·should we wait for the Labor Department letter of
·2· ·determination.
·3· · · · · · · · · · · THE WITNESS:· Commissioner Doumit,
·4· ·we're taking our advice from our attorney on this
·5· ·issue.· He's here.· And I'm sure he would be the best
·6· ·one to answer that.
·7· · · · · · · · · · · COMMISSIONER DOUMIT:· I'm not asking
·8· ·necessarily how long it will take.· I'm saying how long
·9· ·do you think that we should wait?· How long can we wait
10· ·in this limbo essentially?
11· · · · · · · · · · · THE WITNESS:· Until I retire.
12· · · · So the -- I don't know.· I think the DOL will come
13· ·back within the year, and we'll -- I really believe
14· ·that we'll be filing within the year for a defined
15· ·benefit -- a multiple employer plan.
16· · · · Now, whether we file without DOL, without DOL
17· ·weighing in or not, if that's required, we can possibly
18· ·do that.· That's -- I could be speaking out of turn
19· ·here.· I'm not sure.
20· · · · · · · · · · · COMMISSIONER DOUMIT:· So should the
21· ·Commission set a time frame by when PSP needs to
22· ·determine which direction it wants to go on pensions if
23· ·there is no word from the labor department?
24· · · · · · · · · · · THE WITNESS:· Yes.
25· · · · · · · · · · · COMMISSIONER DOUMIT:· You mentioned
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·1· ·a year.· Okay.
·2· · · · · · · · · · · THE WITNESS:· Yes.
·3· · · · · · · · · · · COMMISSIONER DOUMIT:· All right.
·4· ·Great.· Thank you.· Thank you.· Nothing -- nothing
·5· ·further from me.
·6· · · · Any follow-up from my colleagues?
·7· · · · · · · · · · · CHAIR RYBARIK:· Just one quick
·8· ·follow-up on where Commissioner Doumit started, which
·9· ·is on the blank -- blank sailing.
10· · · · And I think I heard you say there is more blank
11· ·sailing than ad hoc sailing currently; is that correct?
12· · · · · · · · · · · THE WITNESS:· That's correct.
13· · · · · · · · · · · CHAIR RYBARIK:· And did I also hear
14· ·you say there's an increase in blank sailing in the
15· ·last year?
16· · · · · · · · · · · THE WITNESS:· Well, I don't think I
17· ·said that, but I think that's probably true, yeah.
18· · · · · · · · · · · CHAIR RYBARIK:· And what would you
19· ·attribute that to?
20· · · · · · · · · · · THE WITNESS:· Trump tariffs, I
21· ·think.· I mean, this is what we're hearing anyway.  I
22· ·mean, every morning, I'll look at Journal of Commerce.
23· ·Comes in my e-mail every morning.· And I look for a
24· ·bright spot.· And they -- they sit -- and they -- you
25· ·know, there's legislation that Trump has tried to get

Page 189
·1· ·others to sign onto.· And there's tariffs.· And then
·2· ·he's -- and in the Supreme Court, they rule -- they
·3· ·strike down his tariffs, and then he comes up with
·4· ·these other ones.
·5· · · · So these have an impact on shipping.· And we can
·6· ·see it.· But it's not just shipping.· Then, in turn,
·7· ·then they have an impact on the economy.· I mean, you
·8· ·guys know this more than I do.· But -- and when the
·9· ·economy goes down, I mean, people don't buy new cars.
10· ·They don't need new TVs, or whatever it is.· Shipping
11· ·slows down.
12· · · · · · · · · · · CHAIR RYBARIK:· Thank you.
13· · · · · · · · · · · THE WITNESS:· Yeah.
14· · · · · · · · · · · JUDGE FUKANO:· Anything further for
15· ·this witness?
16· · · · Thank you very much.· You are excused.
17· · · · · · · · · · · THE WITNESS:· Thank you.
18· · · · · · · · · · · · · · ·(Witness excused.)
19

20· · · · · · · · · · · JUDGE FUKANO:· It is currently 2:15.
21· ·Should we take a brief break before we turn to the next
22· ·witness?· I think about ten -- ten minutes.
23· · · · Then we will be in recess for the next ten
24· ·minutes.· We are off the record.
25· ·////



Page 190
·1· · · · · · · · · · · · · · ·(Pause in proceedings from
·2· · · · · · · · · · · · · · · 2:15 p.m. to 2:36 p.m.)
·3
·4· · · · · · · · · · · JUDGE FUKANO:· Let's be back on the
·5· ·record.
·6· · · · Good afternoon.· It is approximately 2:36 p.m.,
·7· ·and we are resuming cross of PSP's witnesses.· The next
·8· ·witness is Ann LaRue.
·9· · · · And please raise your right hand.
10· · · · Do you swear or affirm the testimony that you
11· ·provide today is the truth and nothing but the truth?
12· · · · · · · · · · · THE WITNESS:· I do.
13· · · · · · · · · · · JUDGE FUKANO:· And please speak into
14· ·the mike.
15· · · · · · · · · · · THE WITNESS:· I do.
16· · · · · · · · · · · JUDGE FUKANO:· Thank you.
17· · · · Please introduce the witness, and tender them for
18· ·cross.· Please note if there are any corrections to the
19· ·prefiled testimony.
20· · · · · · · · · · · MS. CARSON:· Thank you, Your Honor.
21
22· ·ANN LARUE,· · · · · · · · · having been first duly sworn
23· · · · · · · · · · · · · · · ·by Administrative Law Judge
24· · · · · · · · · · · · · · · ·Fukano, was examined and
25· · · · · · · · · · · · · · · ·testified as follows:
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·1· · · · · · · · · · · · DIRECT EXAMINATION

·2· · ·BY MS. CARSON:

·3· Q· Ms. LaRue, please state your name and title, and spell

·4· · ·your name for the court reporter.

·5· A· My name is Ann LaRue.· Last name is spelled L-a-
·6· · ·capital R-u-e.
·7· · · · · What else do you want?
·8· Q· And your title.

·9· A· My title.· I'm a CPA, and I'm the owner of Kalahiki
10· · ·Consulting.
11· Q· Ms. LaRue, do you have before you what has been marked

12· · ·for identification as Exhibit Nos. AML-1T through

13· · ·AML-18T in Docket TP-250574?

14· A· I do.
15· Q· Do these exhibits constitute your prefiled direct,

16· · ·rebuttal, and settlement testimony and related exhibits

17· · ·in this proceeding?

18· A· They do, yes.
19· Q· Were these prepared under your supervision and

20· · ·direction?

21· A· They were.
22· Q· Do you have any corrections to any of your exhibits at

23· · ·this time?

24· A· No.
25· Q· Are your prefiled direct, rebuttal, and settlement
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·1· · ·testimony and accompanying exhibits true and correct,
·2· · ·to the best of your information and belief?
·3· A· Yes.
·4· · · · · · · · · · · · MS. CARSON:· Thank you.· Your
·5· · ·exhibits have been admitted into evidence.
·6· · · · · Your Honor, PSP offers Ann LaRue for
·7· · ·cross-examination.
·8· · · · · · · · · · · · JUDGE FUKANO:· Thank you.
·9· · · · · Commission staff indicated cross for this witness.
10· · ·Please proceed.
11
12· · · · · · · · · · · · CROSS-EXAMINATION
13· · ·BY MR. ROBERSON:
14· Q· Good afternoon, Ms. LaRue.· How are you?
15· A· I'm well.· How are you?
16· Q· Doing fine.
17· · · · · I would like to start with your opening testimony,
18· · ·which is Exhibit AML-01T.
19· A· Yes.
20· Q· And I'd like to start at Page 5.
21· · · · · In the first paragraph on that page, you note a
22· · ·number of differences between PSP structure and the
23· · ·structures of other Commission-regulated companies,
24· · ·correct?
25· A· Correct.
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·1· Q· And one of those which you list on Lines 3 to 4 is that
·2· · ·PSP is, quote, a voluntary association of individual
·3· · ·persons and corporations, correct?
·4· A· Correct.
·5· Q· Another listed at Lines 6 through 9 is that pilot
·6· · ·compensation is PSP's principal expense, correct?
·7· A· Correct.
·8· Q· Does pilot compensation in the form of DNI show up on
·9· · ·PSP's income statement?
10· A· No.
11· Q· Does any pilot have an entitlement -- legal,
12· · ·contractual, or statutory -- to the authorized DNI
13· · ·approved by the Commission?
14· A· No.
15· Q· No pilot is a PSP employee, correct?
16· A· Not to my knowledge.
17· Q· So PSP doesn't pay the pilots an hourly wage, correct?
18· A· Correct.
19· Q· And no pilot has a contract with PSP that guarantees a
20· · ·certain salary, correct?
21· A· I'm sorry.· What was that?
22· Q· No pilot has a contract with PSP that guarantees a
23· · ·specific salary in the form of a DNI?
24· A· I'm not a hundred percent sure what the deal -- the
25· · ·deal is between the pilots and the association.· But to



Page 194
·1· · ·my knowledge, no pilot has been guaranteed an income.
·2· Q· Okay.· So PSP just distributes money to its member

·3· · ·entities, which are mostly S corporations, from what I

·4· · ·understand, as it becomes available, correct?

·5· A· Not as it becomes available, no.· I would disagree with
·6· · ·that statement.
·7· Q· What do the mechanics of that look like?· How does

·8· · ·money flow from PSP to the pilots?

·9· A· On a periodic basis, the accountants, after satisfying
10· · ·all expenses, distribute the revenue remaining to the
11· · ·individual pilots equally.
12· Q· To the pilot or to the members?

13· A· The individual member pilots.
14· Q· Okay.· I'd like to turn to Page 21 of your testimony.

15· · · · · And between Lines 7 and 10, you describe PSP's

16· · ·current rates as insufficient to, among other things,

17· · ·provide a fair return, correct?

18· A· Correct.
19· Q· Does the ratemaking formula explicitly include a return

20· · ·component?

21· A· The one that PSP proposed in this rate case does.
22· Q· Does the current ratemaking formula include a return

23· · ·component?

24· A· No.
25· Q· But it does include a DNI component, correct?
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·1· A· TDNI is a factor in the current revenue requirement
·2· · ·formula, yes.· But there is no identified return
·3· · ·component.
·4· Q· And TDNI is just the authorized DNI multiplied by the
·5· · ·number of pilots, correct?
·6· A· Correct.
·7· Q· Is it fair to say that DNI functions as the analog to
·8· · ·the return on equities in other industries for the
·9· · ·pilotage industry?
10· A· No.
11· Q· Does not?
12· A· No.
13· Q· Okay.· Does the DNI provide an incentive to control
14· · ·costs much in the way that the return on equity does in
15· · ·other industries?
16· A· I think any business owner wants to control costs.
17· Q· But PSP's members directly benefit when they control
18· · ·costs, right?· There's more DNI available for
19· · ·distribution?
20· A· What's that?
21· Q· PSP's members benefit directly when they control
22· · ·costs -- right? -- because there's more money available
23· · ·for distributable net income, correct?
24· A· Not under the current method that we're setting rates,
25· · ·no.
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·1· Q· So if the pilots control costs and therefore make more

·2· · ·money, they can't distribute more money to their

·3· · ·members?

·4· A· Yes, if costs are controlled as you say it, more money

·5· · ·can be distributed.· But the pilots deserve an

·6· · ·opportunity to earn their authorized TDNI, which has

·7· · ·not happened since the rate setting was transferred to

·8· · ·the UTC.

·9· Q· Do they deserve an opportunity or a guarantee of

10· · ·making their --

11· A· An opportunity, which they have not been granted as far

12· · ·as I'm concerned.

13· Q· And that is because of a fundamental flaw in the

14· · ·ratemaking formula?

15· A· I would say it would be a flaw in how the PSP's rate

16· · ·setting was set up in the inaugural case actually.· Not

17· · ·just the DNI.· But the numbers that we used in the

18· · ·first case were inaccurate.

19· · · · · We used historical averages that were outdated

20· · ·because we didn't have information that we needed.· It

21· · ·takes time to assimilate to the UTC's strict economic

22· · ·regulation.· And PSP has been doing that for the last

23· · ·six years.

24· · · · · Now we have an actual representative year of

25· · ·normal business for PSP, and that's why we're
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·1· · ·requesting the revenue requirement model that we're

·2· · ·requesting in this case.

·3· Q· If the flaws in the first case were due to the sample,

·4· · ·why would you change the ratemaking formula now that

·5· · ·you're acknowledging that there's a valid year?

·6· A· There's still no return.· There was no return

·7· · ·authorized in the first case.· And every other

·8· · ·transportation industry at the Commission is allowed to

·9· · ·earn a return in their rates, and therefore I believe

10· · ·it's most fair to allow PSP a return.

11· Q· Do any of those other industries have a payout in the

12· · ·form of something like DNI?

13· A· There are -- every owner-operator or manager-executive

14· · ·at the businesses regulated by the Commission earn a

15· · ·salary.· And I think the best way to look at this is,

16· · ·you know, originally for transportation companies, the

17· · ·operating margin was used for all of them.· When it was

18· · ·identified that solid waste companies had such a large

19· · ·asset base, they were pulled together in collaboration

20· · ·with the Commission and determined a more fair revenue

21· · ·requirement model.

22· · · · · PSP is asking for that same consideration.· We may

23· · ·not have 50 or more solid waste or pilot companies in

24· · ·Washington, but we do still deserve to earn a return

25· · ·for operating this regulated business, and the pilots
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·1· · ·deserve to earn a national average compensation.
·2· Q· The question was a little more limited.

·3· · · · · It's --

·4· A· Okay.
·5· Q· -- do any of those other industries have a payout like

·6· · ·DNI?

·7· A· I wouldn't know, because I didn't look at all of them.

·8· · ·But I would say, to my knowledge, I don't know of any
·9· · ·other ones at this time.
10· Q· So in your testimony, you do talk about looking at --

11· · ·what is it? -- 130 other companies regulated by the

12· · ·Commission?

13· A· I stated that there were about 130 transportation
14· · ·companies at the Commission who earn a return.· PSP is
15· · ·not one of them.
16· · · · · · · · · · · · JUDGE FUKANO:· Apologies.· Counsel,

17· · ·would you speak a little closer to the mike.

18· · · · · · · · · · · · MR. ROBERSON:· Apologies.

19· Q· (By Mr. Roberson)· Okay.· That leads wonderfully into

20· · ·my next line of questions.

21· · · · · So are you generally familiar with the rate

22· · ·filings of those other industries or those other

23· · ·companies?

24· A· Generally, yes.· And some are my customers, or clients,
25· · ·I should say.
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·1· Q· So for the ones that you're generally aware of or who

·2· · ·are your customers, is there a payout like DNI?

·3· A· No.· They earn a salary.· That's recovered in rates.
·4· Q· And that would be due to their corporate structures,

·5· · ·correct?

·6· A· Yes.· But the UTC sets rates and encourages efficient
·7· · ·management.· They're not to be dictating how companies
·8· · ·are set up.· I don't know if one was set up
·9· · ·differently, if they would have to be treated
10· · ·differently.
11· · · · · I mean, my thing is that PSP was -- PSP's rate
12· · ·setting was transferred to the UTC.· PSP is set up the
13· · ·way it is similar to other pilotage districts, as we've
14· · ·heard through the other rate cases.· And I think the
15· · ·UTC should acknowledge that, no, they're not the same

16· · ·as every other transportation industry.
17· · · · · But there are parts of it that we can use like we
18· · ·did in this case, bifurcating the part that is
19· · ·anomalous, using the part that is the same to set an
20· · ·operating margin, and compensate the pilots with a fair
21· · ·pilot compensation, at least an opportunity for them to
22· · ·earn a fair compensation.· That's what other
23· · ·transportation industries are allowed, and that's what
24· · ·we're asking here.

25· Q· Okay.· But I guess the difference that we've already
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·1· · ·discussed is those other transportation companies have

·2· · ·those people as employees, correct?· No pilot is a PSP

·3· · ·employee?

·4· A· Correct.

·5· Q· Do you generally pay salary to people who you don't

·6· · ·employ?

·7· A· No.· But the pilots have been charged with operating

·8· · ·the Puget Sound Pilot association.· So they are

·9· · ·required to operate the association as well as move

10· · ·ships.

11· Q· And their compensation for that is distributed net

12· · ·income, correct?

13· A· Correct.

14· Q· Okay.· I'd like to move on to the end of Page 12 and

15· · ·the beginning of Page 13.

16· A· The same testimony?

17· Q· Yes.· And there you explain how operating margin is

18· · ·calculated, correct?

19· A· Mm-hmm.· Yes.

20· Q· And could you just briefly explain the formula.

21· A· The operating margin formula?

22· Q· Yeah.

23· A· Takes the authorized operating expenses and determines

24· · ·a rate of return.

25· Q· What's the actual formula used to determine the rate of
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·1· · ·return?
·2· A· Operating expenses divided by operating income.
·3· Q· And you're a CPA.
·4· · · · · Did you have access to PSP's books?
·5· A· Do I have access to their books?
·6· Q· Yeah.
·7· A· They have outside accountants that handle their taxes
·8· · ·and their -- their audit.· So, no.· I deal with the
·9· · ·accounts in house.
10· Q· Did you ask for their books?
11· A· Their financial statements?
12· Q· Yeah.
13· A· Well, I've reviewed their financial statements in
14· · ·putting the case together.
15· Q· Okay.· So you have some idea of what their operating
16· · ·expenses sum to; is that correct?
17· A· Their operating expenses are?· Well, yeah.· That's in
18· · ·AML-03 and -10.
19· Q· And you have some idea what their income looks like,
20· · ·correct?
21· A· For the test year?
22· Q· Yeah.
23· A· Yes.· That's in AML-03 and -10.
24· Q· But you didn't calculate an operating margin for the
25· · ·pilots, correct?
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·1· A· I did calculate an operating margin for the pilots in
·2· · ·this rate case.
·3· Q· Based on their financials?

·4· A· Based on their regulatory income statement, like is
·5· · ·required.
·6· Q· What was the operating margin you propose giving PSP

·7· · ·here?

·8· A· 88 percent.· A 12 percent operating margin.
·9· Q· And how did you pick that number?

10· A· We -- I evaluated the PSP's expenses over -- since UTC
11· · ·regulation started and determined that, after the first
12· · ·rate year of the first case, a 12 percent margin would
13· · ·have still -- it would have reduced regulatory lag, but
14· · ·pilot DNI would still have to be reduced to cover some
15· · ·of that regulatory lag.
16· · · · · So while I believe it might -- it should be closer
17· · ·to 15 percent, I thought that a 12 percent would be a
18· · ·reasonable proposal this first time around, because by
19· · ·my analysis, it probably should be higher.
20· Q· Okay.· I would like to jump back to Page 4 of your

21· · ·opening testimony.

22· A· I'm there.
23· Q· In the last Q&A on that page, you discuss staff's

24· · ·analysis of PSP's initial rate filing, correct?

25· A· Correct.
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·1· Q· And in a footnote at the bottom of the page, you
·2· · ·mention that you were a member of staff at the time,
·3· · ·correct?
·4· A· I was.
·5· Q· And you were assigned that case, correct?
·6· A· Correct.
·7· Q· Between Lines 10 and 11, you testify that, for the GRC,
·8· · ·staff studied the pilotage industry and its
·9· · ·rate-setting methodologies, quote, across the nation,
10· · ·correct?
11· A· Correct.
12· Q· And are you aware of any other body that uses an
13· · ·operating margin when setting pilotage rates?

14· A· No.
15· Q· And if one had, staff probably would have found it,
16· · ·correct?
17· A· I wouldn't know that.
18· Q· Well, you were part of the staff team, correct?
19· A· Yes.
20· · · · · There's a lot of information to go through in the
21· · ·six months we had to do the case.· And while we like to
22· · ·think that we did the best job we can, we certainly did
23· · ·not do an exhaustive search of things.· And a lot of
24· · ·information has been gleaned since the first case.
25· Q· Through your own individual research, or how -- how was
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·1· · ·this information turned over, turned up?

·2· A· Through the pilot rate cases that we've had here,
·3· · ·through my own research, through working with the
·4· · ·pilots.
·5· Q· So when you did that independent research, did you look

·6· · ·to see if any other rate-setting body used an operating

·7· · ·margin like this?

·8· A· I didn't.
·9· · · · · In my testimony, I state that there's a duality
10· · ·here for PSP where their operating expenses should be
11· · ·treated and their return can be treated like other
12· · ·transportation companies here.
13· · · · · We understood, I understood from the Commission's
14· · ·directives that they wanted PSP's rate setting to be
15· · ·more in line with current rate setting at the
16· · ·Commission and regulatory accounting standards.
17· · ·Therefore, my goal in submitting this rate case was to
18· · ·do just that.· Bifurcating DNI, TDNI, from the formula
19· · ·allows a national comparison which they're requesting
20· · ·for their compensation while allowing the operating
21· · ·expenses to be separated, identified, and a return set,
22· · ·just like in other industries.
23· · · · · The only difference is other industries get an
24· · ·operating margin on salaries, officer salaries and
25· · ·compensation.· We're not requesting that here.· We're
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·1· · ·excluding pilot compensation from any operating margin
·2· · ·calculation.
·3· Q· Has the Commission recognized that the pilots are just

·4· · ·different than other companies or industries?

·5· A· Yes.· In fact, at the workshop in July of 2024, we
·6· · ·talked about how the pilots are a bit of a square peg
·7· · ·in the UTC's round hole and that we've had a lot of
·8· · ·"bring me a rock" theories with the pilots, bringing
·9· · ·wrong information to cases, being sent away, coming
10· · ·back with more.· And I think that each case has gotten
11· · ·closer to the mark, and I believe this case is the best
12· · ·case yet.· But I'm biased, I think.
13· Q· Fair enough.

14· · · · · Could you turn back to Page 11 of your testimony.

15· A· I'm there.
16· Q· And so here you're describing the benefits of an

17· · ·operating margin, and one of the examples that you give

18· · ·is it will help deal with, quote, material unexpected

19· · ·costs, correct?

20· A· Correct.
21· Q· Are there other ways to deal with material unexpected

22· · ·costs?

23· A· I'm sure there could be, but there are a lot -- because
24· · ·of PSP's dual regulation, they have to -- they have to
25· · ·abide by the -- by the directives of the Board of
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·1· · ·Pilotage Commission.· So if the board says, We need

·2· · ·you-all to do all of this training, regardless of when

·3· · ·a rate case has been submitted, they're required to

·4· · ·incur those expenses.

·5· · · · · If something were to happen -- regulatory lag

·6· · ·happens to every company at the Commission, and it's

·7· · ·expected that the further away from the rate year you

·8· · ·get, the more that regulatory lag is.· But that has

·9· · ·been ignored in PSP's rate cases.· They have regulatory

10· · ·lag.· They have no return.· So this just continues

11· · ·eroding pilot compensation.

12· Q· Well, before we move on from that, the pilots have

13· · ·filed two two-year rate plans, correct?

14· A· No.· The pilots were given -- the pilots in the first

15· · ·case, I believe, provided three rate years.· The

16· · ·Commission granted a two-year rate plan in

17· · ·Docket 190976.· In 220513, no rate plan was provided.

18· Q· My mistake.· Okay.

19· · · · · Turning back to the material unexpected costs.

20· · ·The example you just gave is BPC costs, correct?

21· A· BPC costs.· So we had for just things that have

22· · ·happened since they have come on board to the UTC was

23· · ·obviously COVID.· Huge, long.· It went on forever.

24· · ·There were issues with the Alaska oil and the tankers

25· · ·that are coming through.· Issues with the BC pilots.
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·1· · ·Those are all things that popped up without knowledge.
·2· · · · · The union contract came up for negotiations, and
·3· · ·raises were provided to all the employees.· And
·4· · ·retroactive raises were also provided.· That all had to
·5· · ·come out of pilot compensation.
·6· · · · · So we're simply asking for the opportunity for the
·7· · ·pilots to be able to earn their compensation while
·8· · ·managing this business and dealing with the inevitable
·9· · ·regulatory lag that will happen.
10· Q· Let's split that answer into two lines of question.

11· A· Okay.
12· Q· The first is the BPC cost.
13· · · · · Did the pilots ask to defer any of those costs?
14· A· Did they ask for any of those costs?
15· Q· Did they ask for a deferral for any of those costs?
16· A· No.· Not that I know of.
17· Q· The second thing that you mentioned is the union
18· · ·contract.
19· · · · · Do the pilots know when they're going to be

20· · ·negotiating or renegotiating a contract?
21· A· Yes, generally speaking.· However, there were some
22· · ·extenuating circumstances in the last case, so -- in
23· · ·the last time it was renewed, so -- and I wasn't privy
24· · ·to all of that, but it did sneak up, and I can't
25· · ·remember why.· Maybe someone else could.
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·1· · · · · But, but again, if there was a return component,
·2· · ·it would be less devastating to the pilots when things
·3· · ·like this happen.
·4· Q· And I apologize.· I'm confused by your answer.
·5· · · · · The pilots did or did not know when they would be
·6· · ·renegotiating that contract?
·7· A· The contract was expired, I believe, when it was
·8· · ·renegotiated, because something had happened either
·9· · ·with COVID or something else.· So there was a delay in
10· · ·getting the contract renewed.
11· Q· So it was overdue.· Okay.
12· · · · · I would like to talk about your settlement
13· · ·testimony.
14· A· Okay.
15· Q· That's AML-18T.
16· · · · · · · · · · · · MS. CARSON:· I'm going to object to
17· · ·this.· We have a settlement panel.
18· · · · · · · · · · · · MR. ROBERSON:· I'm not even going to
19· · ·ask about the details of the settlement.· I just want
20· · ·to ask that you're aware of it.
21· · · · · · · · · · · · JUDGE FUKANO:· Subject to
22· · ·clarification, are you maintaining your objection?
23· · · · · · · · · · · · MS. CARSON:· Well, yes.· I believe
24· · ·that this should be addressed with the settlement
25· · ·panel.· I don't know what his question is.· But, yeah,
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·1· · ·that's --

·2· · · · · · · · · · · · MR. ROBERSON:· I can withdraw the

·3· · ·question.

·4· Q· (By Mr. Roberson)· There are other mechanisms that can

·5· · ·be used to deal with costs, correct?· Like the tracker

·6· · ·deferral?

·7· A· Sure.

·8· Q· Sure?

·9· A· Sure.

10· Q· Okay.· And those would eliminate regulatory lag to a

11· · ·large extent, correct?· They would provide for timely

12· · ·recovery of PSP's expenses?

13· A· So deferral, yes.· However, the expenses -- requesting

14· · ·deferral is one thing.· But the expenses still have to

15· · ·be paid.· And without a return, you're asking the

16· · ·pilots to pay for these expenses, request deferral, and

17· · ·then hopefully get -- get the monies returned to them

18· · ·at some future date through a rate case.· That is

19· · ·hardly ideal.· And to be asking the pilots to do that

20· · ·when you -- when the UTC asks no other companies to do

21· · ·this, it doesn't seem fair or reasonable.

22· Q· The UTC doesn't ask any other company to do what?

23· A· Give up compensation for their owners, operators, or

24· · ·management in order to cover regulatory lag.

25· Q· So regulatory lag affects no other company?
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·1· A· That's exactly not what I said.
·2· Q· I'm just trying to --
·3· A· Every other company experiences regulatory lag just
·4· · ·like PSP.· But no other company is required to reduce
·5· · ·their employer salaries, their manager salaries,
·6· · ·owners' or operators' salaries in order to cover that
·7· · ·regulatory lag.· Each company has a return to help
·8· · ·manage regulatory lag, and that doesn't exist for PSP.
·9· · ·And that's the point that we were trying to make.
10· Q· I'm confused.· Because, at the beginning, you told me
11· · ·that PSP had no employees and paid no salary.
12· · · · · Is that not correct?
13· A· No.· I said PSP pilots are not employees.· PSP does
14· · ·have employees.· They have dispatchers.· They have
15· · ·accountants.· They have boatmen.
16· Q· Understood.
17· A· So I apologize if I misunderstood your question.
18· Q· So does PSP as an organization reduce those people's
19· · ·pay based on fluctuations in income?
20· A· No.
21· Q· So the people that would be affected would be the
22· · ·members, correct?
23· A· Correct.
24· Q· Okay.· A tracker mechanism with a forecast and true-up
25· · ·would deal with the concerns that you just,
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·1· · ·expressed -- right? -- which is the -- kind of the

·2· · ·prepayment of expenses?

·3· A· Sure.· It's an option, I guess.

·4· Q· Okay.· If we could turn back to your opening testimony.

·5· · ·Page 11, Lines 9 through 12.

·6· · · · · There you suggest that an operating margin will,

·7· · ·quote, possibly reduce the need for frequent rate

·8· · ·cases, correct?

·9· A· Yes.

10· Q· Did you run any kind of number or study that would

11· · ·indicate how many rate cases would have been avoided

12· · ·with something like what you're proposing with an

13· · ·operating margin?

14· A· No.· What we are proposing in this case is to provide

15· · ·PSP -- we have -- we have provided in this rate case a

16· · ·normal representative year of expenses supported by the

17· · ·record.· And we're asking for a return on that and for

18· · ·pilot DNI, TDNI, to be benchmarked nationally.

19· · · · · If these were to prevail in this rate case, then

20· · ·we would -- I feel like every single rate case, PSP is

21· · ·simply trying to do what the Commission said last time:

22· · ·Trying to do it right.· It's the wrong thing.· We'll

23· · ·come back.· We'll do it this way.· We'll come back and

24· · ·do it this way.

25· · · · · I think this time we got it right.· So with that,
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·1· · ·with a return, and with a fair compensation for the
·2· · ·pilots, I do think that the need to come in every three
·3· · ·years, or however long it's been, two or three years,
·4· · ·would not be as such an issue, especially with a COLA
·5· · ·was granted for the DNI.· We would love to not have to
·6· · ·come in so often.
·7· · · · · · · · · · · · MR. ROBERSON:· Fair enough.· I think
·8· · ·that's all my questions.· Thank you.
·9· · · · · · · · · · · · JUDGE FUKANO:· Thank you.
10· · · · · PSP, any redirect at this time, or would you
11· · ·prefer to wait till the conclusion of cross to address
12· · ·collectively?
13· · · · · · · · · · · · MS. CARSON:· I'd prefer to wait till
14· · ·the conclusion of cross.· Thank you.
15· · · · · · · · · · · · JUDGE FUKANO:· Very good.
16· · · · · PMSA indicated cross for this witness.· You may
17· · ·proceed.
18· · · · · · · · · · · · MS. DeLAPPE:· Thank you.
19
20· · · · · · · · · · · · CROSS-EXAMINATION
21· · ·BY MS. DeLAPPE:
22· Q· Good afternoon, Ms. LaRue.
23· A· Good afternoon.
24· Q· Let me start by seeing if we agree on some of the basic
25· · ·facts in this case.
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·1· · · · · In the Test Year 2024, the Commission authorized a
·2· · ·revenue requirement of 41,991,181.
·3· · · · · Do you need me to give you the order citation?
·4· A· No, I just -- I'll trust you.· The PSP did provide a
·5· · ·compliance filing, and I don't know if that number's
·6· · ·updated for the compliance filing.
·7· Q· This is from Order 08.
·8· A· Correct.
·9· Q· Attachment A.
10· A· Correct.
11· Q· Line 67.
12· A· I don't have the appendix.· No appendix.· It's fine.
13· · ·It's very close.· We did file a compliance filing, and
14· · ·it did move the number up a hair, but that's very
15· · ·close.· About 42 million, I believe.
16· Q· And in the test year, 2024, PSP's actual revenues were
17· · ·$43,650,014?
18· A· Okay.
19· Q· And if you wanted to check, that's in your
20· · ·Exhibit AML-3.
21· A· Mm-hmm.
22· Q· Schedule 1.1.
23· A· 43,690,945.
24· Q· I have that as 43,650,014?
25· A· That's fine.· It's close enough.
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·1· Q· So that means that the tariff generated $1.6 million,
·2· · ·approximately, in excess of the Commission's authorized
·3· · ·revenue requirement in 2024?
·4· A· Correct.
·5· Q· So the percentage over the authorized revenue
·6· · ·requirement was 104 percent?· It generated 104 percent
·7· · ·of the authorized revenue requirement during the test
·8· · ·year?
·9· A· 4 percent more than what was authorized.· Okay.
10· Q· And PSP is requesting a 52 percent rate increase based
11· · ·on a test year when it was already generating 104
12· · ·percent of its authorized revenue requirement?
13· A· Correct.
14· Q· The Commission affirmed a specific revenue requirement
15· · ·formula for maritime pilotage in both the prior
16· · ·dockets, correct?
17· A· Yes.· Yes.
18· Q· And PSP now proposes to replace that formula with a new
19· · ·formula that introduces a fixed 12 percent operating
20· · ·margin that generates approximately $2.7 million in
21· · ·revenue above what the approved formula would generate,
22· · ·correct?
23· A· Yes, I believe that's true.· I'm not checking the
24· · ·calculations.
25· Q· In Exhibit AML-10, your spreadsheet, Schedule 1.2.
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·1· A· I'm there.
·2· Q· You have your results -- your revised schedule --
·3· · ·excuse me -- your results of operations, correct?
·4· A· Correct.
·5· Q· And if you look at Cell O10 -- excuse me -- O17, you
·6· · ·list your proposed DNI per pilot at 729,467?
·7· A· Correct.
·8· Q· This figure does not reflect the actual total
·9· · ·distributable net income that PSP is proposing, does
10· · ·it?
11· A· The DNI?
12· Q· The actual total distributable net income per pilot.
13· A· Yes.
14· Q· So isn't PSP actually proposing a net income per pilot
15· · ·of 774,869 in this schedule of operations?
16· A· No.· Not to my knowledge.
17· Q· Please go to Column N, and scroll down to Lines 98
18· · ·through 101.
19· A· Which column?
20· Q· Column N.
21· · · · · And you'll see down there a little table.· The
22· · ·Column N has a heading, "Total RR," on Line 97.
23· A· Okay.· Okay.
24· Q· And so there you see that you are proposing a total
25· · ·revenue requirement of $66,775,584?
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·1· A· Correct.· Correct.
·2· Q· And total operating expenses, a couple lines down, on
·3· · ·Line 101, of 20,283,422?
·4· A· Correct.
·5· Q· So now if you take 66.7 million, roughly, of total

·6· · ·revenue less 20.3 million, approximately, of expenses,
·7· · ·you get net revenue of 46,492,162?
·8· A· Yes.· But you're including the calculated operating
·9· · ·margin in DNI.
10· Q· Right.
11· · · · · I'm asking you just to subtract operating expenses
12· · ·from revenue.· Right?
13· A· Okay.
14· Q· Since you're proposing 60 pilots, if you divide that
15· · ·46.5 million, roughly, among the 60 pilots, then that

16· · ·would give you, per pilot, income of 774,869, right?
17· A· If that's how you want to do that calculation, that's
18· · ·fine.· But that is not how we are calculating DNI.
19· · ·That is an operating margin.· It is a return to cover
20· · ·regulatory lag and unexpected costs.· And over the last
21· · ·four years --
22· Q· Ms. LaRue.
23· A· -- a 12 percent margin would never have gone to DNI.
24· Q· Ms. LaRue, my question was never about DNI, was it?

25· A· You brought -- yes.· You actually asked me about DNI.
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·1· Q· You're listing --

·2· A· And then you asked me that we were requesting more than

·3· · ·what was in my worksheet.

·4· Q· Your --

·5· A· So that's all.

·6· Q· Yeah.

·7· A· I was just trying to clarify here.

·8· Q· Okay.· So it's net income less operating expenses would

·9· · ·provide that total distributed -- the amount that you

10· · ·would distribute to pilots, right?

11· A· No.· If an operating margin was provided to the

12· · ·pilots -- we currently are living in a world where the

13· · ·pilots have no return, and revenues are distributed

14· · ·like we talked about earlier.

15· · · · · But if the UTC were to grant an operating margin,

16· · ·PSP would accommodate that, just like they've

17· · ·accommodated every other directive from the Commission.

18· · ·Things may change.· Bylaws may change.· Tax may change.

19· · ·There's parties to discuss things with.· But PSP is not

20· · ·going to sit back and do the same thing they've always

21· · ·been doing.· They haven't done that yet.· They pivot at

22· · ·every turn, and they're committed to doing that here.

23· Q· Ms. LaRue.

24· A· So they can be treated fairly.

25· Q· This is not responsive to my question.· Would you
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·1· · ·please -- I'll move to a new question for you.
·2· A· Okay.
·3· Q· There is no evidence submitted in this case or in the
·4· · ·testimony otherwise that supports an actual net income
·5· · ·per pilot of 774,869; is that correct?
·6· A· No.· That's not what we're requesting.
·7· Q· That's not what I asked.
·8· A· Mm-hmm.
·9· Q· I asked whether there is any evidence --
10· A· And I said --
11· Q· -- supporting that --
12· A· -- no, there isn't, because that's not what we're
13· · ·requesting.
14· Q· Okay.· Thank you for answering that there is none.
15· · · · · · · · · · · · JUDGE FUKANO:· Beg your pardon.· For
16· · ·the benefit of the court reporter, please, we should
17· · ·not be talking over each other --
18· · · · · · · · · · · · THE WITNESS:· Okay.
19· · · · · · · · · · · · JUDGE FUKANO:· -- during questions
20· · ·and answers.
21· · · · · · · · · · · · MS. DeLAPPE:· Thank you.
22· Q· (By Ms. DeLappe)· Ms. LaRue, if you could, please turn
23· · ·to Exhibit JR-10.· And this is the BPC 2024 annual
24· · ·report.· JR-10.
25· A· 10.
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·1· Q· If you could please turn to Page 33.
·2· A· I'm there.
·3· Q· Thank you.
·4· · · · · At the bottom of the table that's in the top half
·5· · ·of that page, you see where it says "Annual Earnings
·6· · ·After Deductions for Distribution to Pilots"?
·7· A· Yes.
·8· Q· And then the per pilot, at 56.5, you see that it says
·9· · ·449,591 in the second column?
10· A· Yes.
11· Q· And that figure is drawn directly from PSP's 2024
12· · ·audited financial statements, right?
13· A· Yes.
14· Q· Captain Carlson's direct testimony uses that same
15· · ·figure as PSP's 2024 actual DNI, correct?
16· A· Yes.
17· Q· And he uses that to compare against other pilotage
18· · ·districts in the pilot compensation study, correct?
19· A· Okay.
20· Q· Is that an affirmative, or would you like me to direct
21· · ·you to the record?
22· A· Well, I'm assuming that it's correct since you're
23· · ·telling me it's correct.· But I do not recall.· If
24· · ·you'd like me to go read the testimony now, I can...
25· Q· That is IC-01 T.
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·1· A· All right.
·2· · · · · Page?
·3· Q· And that's at Page 11.· And start at Line 18.· It goes

·4· · ·through 21.

·5· A· Okay.
·6· Q· So would you agree with me that he uses that number,

·7· · ·which is at Line 21, as the basis for comparing against

·8· · ·other pilotage districts in the pilot compensation

·9· · ·study?

10· A· Yes.
11· Q· That figure is not actually the appropriate pilot DNI

12· · ·to use for the test year in this case, is it?

13· A· Did you say it's not the DNI we used in the case?
14· Q· It's not the appropriate DNI to use for the test year

15· · ·in this case, is it?

16· A· I would disagree.· This says -- so there's -- first,
17· · ·let me -- let me clarify.· Audited financial statements
18· · ·are not regulatory financial statements.· Okay?· And we
19· · ·have to make adjustments -- every company does -- to
20· · ·accommodate regulatory accounting standards when it
21· · ·files a rate case with the Commission.· Therefore, the
22· · ·numbers that are produced from your financial
23· · ·statements may not match the numbers that we use in a
24· · ·rate case for the UTC.
25· · · · · There are certain expenses that you can deduct in
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·1· · ·your financial statements that the Commission
·2· · ·disallows.· There are certain -- there are certain
·3· · ·depreciation schemes you can use for financial
·4· · ·accounting that you can't use for regulatory
·5· · ·accounting.
·6· · · · · So we talk a lot about materiality because the
·7· · ·numbers may not be exact, but they are precise.· They
·8· · ·are accurate, I should say.
·9· Q· And I just want to test what I'm hearing.· But it

10· · ·sounds to me like we agree that the number that Captain

11· · ·Carlson used, that you said, testified just now is

12· · ·drawn from PSP's 2024 audited financial statements, was

13· · ·not the appropriate figure to use in this rate case for

14· · ·the test year by Captain Carlson in his testimony?

15· A· The -- and this might be better for Captain Carlson or
16· · ·Mr. Sisung, but I believe since they are doing their
17· · ·compensation study based on audited financials, which
18· · ·is what the Commission requested, I think it makes
19· · ·sense to use that number comparing apples to apples.
20· · ·But it doesn't negate the fact that we still have to
21· · ·provide a regulatory format for the Commission to make
22· · ·its decisions.
23· Q· It's not appropriate from a regulatory standpoint -- as

24· · ·you, I think, were discussing earlier -- in part

25· · ·because PSP's books are being calculated on a modified
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·1· · ·cash basis, correct?
·2· A· The financial statements are modified accrual, yes.
·3· Q· And as you noted, they're not adjusted for regulatory
·4· · ·disallowances that the Commission has applied in both
·5· · ·prior cases, correct?
·6· A· Correct.
·7· Q· And so nowhere in your testimony do you provide the
·8· · ·UTC-adjusted DNI, right?
·9· A· I removed actual DNI, TDNI, from pilotage fees earned,
10· · ·restated it out of revenues, and then pro-formed in the
11· · ·results from RLS-04, I believe, Mr. Sisung's exhibit
12· · ·for the compensation study.
13· Q· So --
14· A· I removed TDNI in total.
15· Q· Is it correct that you did not provide or calculate
16· · ·what the actual UTC-adjusted DNI should be in this
17· · ·case?
18· A· No.· I don't think I did.
19· Q· Okay.

20· A· Should be -- I mean, we -- okay.· We're providing a pro
21· · ·forma amount, but I don't think that's what you're
22· · ·asking for.
23· Q· No.
24· · · · · In both the prior cases, the Commission required
25· · ·that pilot medical insurance expenses be removed from
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·1· · ·PSP's operating expenses and treated as pilot
·2· · ·compensation, right?
·3· A· Correct.
·4· Q· And that increases the regulatory per-pilot DNI above
·5· · ·PSP's book figure, doesn't it?
·6· A· I don't think I understand your question.
·7· Q· If you take the medical insurance expenses that are
·8· · ·being treated as expenses in the audited financials and
·9· · ·you follow the Commission's orders to include that as
10· · ·part of DNI, doesn't that increase regulatory DNI?
11· A· No.· The pilots -- because of the order that said that
12· · ·they couldn't recover medical anymore, that is paid
13· · ·per -- by the pilots.· It's -- their DNI is distributed
14· · ·to them, and then -- and they're required to pay for
15· · ·pilot medical, to my knowledge.
16· · · · · So it is a reduction or -- it's included in what
17· · ·they're requesting is their medical insurance, 'cause
18· · ·it's being paid by the pilot.
19· Q· So for the Test Year 2024 --
20· A· Mm-hmm.
21· Q· -- there was zero -- zero amount in the 2024 financials
22· · ·that reflected anything paid for pilot medical
23· · ·insurance premiums?· Zero?
24· A· Right.· Because the pilots are paying it after it's
25· · ·distributed to the pilot, to my knowledge.· That's how
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·1· · ·it's being handled.· PSP is not recording it, because
·2· · ·PSP isn't paying it.· The pilot is.
·3· Q· And you said to your knowledge.

·4· · · · · Are you absolutely certain on that for 2024 test

·5· · ·year?

·6· A· I'm pretty certain, and I believe there was a DR about
·7· · ·this, so I could -- subject to check, yes, I'm pretty
·8· · ·sure.
·9· Q· Let's turn to callback expenses.

10· · · · · Those are treated as a DNI item, not an

11· · ·association operating expense.

12· A· Correct.
13· Q· That change, regulatory change, also increases the

14· · ·regulatory per-pilot DNI, doesn't it?

15· A· Correct.
16· Q· You made the proper restating adjustments for callbacks

17· · ·in your schedule of operations in the amount of

18· · ·352,812, no?

19· A· Correct.

20· Q· But you never presented a schedule showing what PSP's

21· · ·test year per-pilot DNI is after applying the

22· · ·Commission's established regulatory adjustments?

23· A· That's what's presented here on -- in AML-10, on
24· · ·Line 93, or Row 104, TDNI is listed there, net of the
25· · ·expenses PS -- or the Commission has ordered come out
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·1· · ·of TDNI.
·2· Q· Let me repeat the question.
·3· · · · · You never presented a schedule showing what PSP's
·4· · ·test year per-pilot DNI is after applying the
·5· · ·Commission's established regulatory adjustments?
·6· A· Correct.
·7· Q· It is nowhere in your direct testimony and nowhere in
·8· · ·AML-03 or AML-10, right?
·9· A· Correct.
10· Q· So the Commission, reviewing your testimony and
11· · ·exhibits, can't find a single line that states, after
12· · ·applying Commission-approved regulatory adjustments,
13· · ·test year per-pilot DNA [sic] is X dollars?
14· A· Correct.
15· Q· Ms. LaRue, the 12 percent operating margin you propose,
16· · ·as we already discussed, generates a little over
17· · ·$2.7 million in additional revenue above the
18· · ·Commission's approved formula and what that would
19· · ·produce, without any additional pilotage services being
20· · ·provided to ratepayers, right?
21· A· Yes.
22· Q· And turning then to AML-01T, your direct testimony.· At
23· · ·Page 22.
24· A· I'm there.
25· Q· So you cited in the footnote, Footnote 26, a document
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·1· · ·titled "The History of the Operating Ratio."
·2· · · · · And it was filed in this case as Work Paper AML-02
·3· · ·to support the operating margin methodology?
·4· A· To support some of the statements in this, yes.
·5· Q· So let's turn, then, to that work paper, AML-02.
·6· · · · · If you can look first at the title page.
·7· · · · · · · · · · · · JUDGE FUKANO:· And I'd like to just
·8· · ·quickly clarify:· That's not referring to the one of
·9· · ·the prefiled exhibits, but to a separately filed work
10· · ·paper?
11· · · · · · · · · · · · THE WITNESS:· Yes.
12· · · · · · · · · · · · MS. DeLAPPE:· Correct.· Yes.· The
13· · ·file name is WP-AML-02, et cetera.
14· · · · · · · · · · · · JUDGE FUKANO:· Thank you.
15· Q· (By Ms. DeLappe)· ·Are you with me, Ms. LaRue?
16· A· Yes.
17· Q· So that document, The History of the Operating Ratio,
18· · ·was prepared by Edward Nikula, the former assistant
19· · ·director of the water and transportation section of the
20· · ·UTC?
21· A· Yes.
22· Q· So it was a document prepared by UTC staff explaining
23· · ·the Commission's own approach to operating ratios?
24· A· Yes, some years ago.
25· Q· If you could turn to Page 2 of that document, the very
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·1· · ·next page.

·2· · · · · This document really isn't very useful in

·3· · ·establishing an operating ratio for PSP, is it?

·4· A· I thought it was useful.· It's why I cited it.
·5· Q· Okay.· So let's go to the bottom of that page.

·6· · · · · Do you see the paragraph at the bottom that says,

·7· · ·"First, the purpose of the operating ratio is to allow

·8· · ·you to recover your allowed operating expenses, to

·9· · ·recover your federal income taxes, interest expense and

10· · ·still give you a return on your equity investment"?

11· · · · · Is that -- you're there with me?

12· A· Yes.
13· Q· So those are the four purposes of the operating ratio.

14· · · · · PSP's gross revenues exceed its operating expenses

15· · ·by, in the test year, over $43 million, correct?

16· A· What did you just say?
17· Q· PSP's gross revenues exceeded its operating expenses by

18· · ·over $43 million in the test year, right?

19· · · · · Excuse me.

20· A· No.
21· Q· That's the total revenue.· But it exceeded it by a

22· · ·healthy margin, no?

23· · · · · There was a sufficient -- there was millions of

24· · ·dollars above the operating expenses.

25· · · · · Would you agree?
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·1· A· Correct.
·2· Q· All right.

·3· A· That accounts for pilot compensation.
·4· Q· Which is not an operating expense, correct?

·5· A· Correct.· Which is why we removed it from our operating
·6· · ·margin calculation.
·7· Q· And PSP generally pays no federal income taxes, because

·8· · ·it files as a pass-through partnership, correct?

·9· A· Correct.
10· Q· And PSP's interest expense, those interest expenses are

11· · ·de minimis, aren't they?

12· A· Correct.
13· Q· And to the extent there are any, they're already

14· · ·captured in the approved formulas expense component,

15· · ·right?· Or in -- they're captured in the formula

16· · ·already, aren't they?

17· A· Correct.· The only change to our formula is adding in
18· · ·operating margin.
19· Q· I'm talking about the four purposes in this document

20· · ·you submitted.

21· A· Oh.
22· Q· So I've walked through three of them.· And you've

23· · ·agreed that none of those three apply to PSP.

24· · · · · So let's talk about the fourth one, which was a

25· · ·return on your equity investment.
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·1· · · · · So PSP doesn't pay out a dividend to shareholders,
·2· · ·right?
·3· A· Correct.
·4· Q· All right.· I think you testified earlier as to your
·5· · ·role as a regulatory consultant for PSP, correct?
·6· A· Correct.
·7· Q· And you testified just a few minutes ago with staff,
·8· · ·staff's counsel, that you are familiar with and
·9· · ·reviewed the financial statements of PSP in preparing
10· · ·for this case?
11· A· Yes.
12· Q· If you could please turn to Exhibit MM-07.· And
13· · ·specifically to Page 12 of that exhibit, please.
14· A· Sorry.· What page?
15· Q· Page 12.
16· · · · · So, first of all, you recognize that these are
17· · ·PSP's long-form financial statements for 2024 and 2023?
18· A· Correct.
19· Q· And on Page 12, if you look at the second paragraph
20· · ·down, under "Pilot" -- the heading "Pilot Distributable
21· · ·Revenue and Reimbursed Expenses."
22· A· Mm-hmm.
23· Q· The third sentence in states, "Puget Sound Pilots is
24· · ·not in the business of retaining profits or providing a
25· · ·return on investment to the individual members



Page 230
·1· · ·(pilots)."

·2· · · · · Right?

·3· A· Correct.

·4· Q· Do you have any reason to disagree with that statement?

·5· A· No.

·6· Q· And Exhibit MM-08, which are the long-form financial

·7· · ·statements for the prior year.

·8· · · · · At Page 11, if you look in the middle of the page,

·9· · ·has the same exact statement, right?

10· A· Correct.

11· Q· Now, in PSP's last rate case, you served at that time

12· · ·also as a regulatory consultant for PSP, correct?

13· A· In the last rate case?

14· Q· Yes.

15· A· I was not a witness in the last rate case.

16· Q· I asked you whether you served PSP as a regulatory

17· · ·consultant.

18· A· Yes.

19· Q· And you sat here in the hearing.· It was virtual then.

20· · ·But you attended the hearing, correct?

21· A· I did.

22· Q· Okay.· And if you -- you at that time, in your capacity

23· · ·as the regulatory consultant, were familiar with the

24· · ·financial statements?· You had looked at them?

25· A· Weldon Burton was the primary accounting -- regulatory
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·1· · ·accounting witness in the last case, and I was simply
·2· · ·supporting the case.· I was not -- I was not a witness,
·3· · ·so I was not fully informed.· And I did not do the
·4· · ·work, not nearly the work that I did in this case as a
·5· · ·witness.
·6· Q· So in -- in looking at MM-07 and MM-08, the two
·7· · ·financial statements we just looked at, you're looking
·8· · ·at and you relied on in this case financial statements
·9· · ·that Jessica Norris prepared for PSP, correct?
10· A· Correct.
11· Q· For purposes only of comparing with the prior years,
12· · ·2021 and 2020, and to check that you're capable of -- I
13· · ·believe you are capable of reading the same statement
14· · ·in that one.· If you could please turn to
15· · ·Exhibit AML-25X, Page 11.· And just confirm that the
16· · ·same statement is in the financial statements for those
17· · ·years, 2021 to 2020.
18· A· Found them.· Page 11 again.
19· Q· Thank you.
20· · · · · So again you see that same statement?
21· A· Under Note 1, yes.
22· Q· Yes.· Thank you.
23· · · · · And so the statement there, that Puget Sound
24· · ·Pilots is not in the business of providing a return on
25· · ·investment to the individual members, that's actually
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·1· · ·consistent with your testimony to staff's counsel a few
·2· · ·minutes ago that there was no return in the first case
·3· · ·for the pilots, no?
·4· A· Correct.· There's been no return in any of the cases.
·5· Q· And it's also -- Puget Sound business is not in that
·6· · ·business of providing a return, right?
·7· A· To its member pilots as it states, yes.
·8· Q· So based on the analysis we just discussed, PSP does
·9· · ·not meet any of the four stated purposes for an
10· · ·operating ratio as described in your Work Paper AML-02,
11· · ·does it?
12· A· One second.
13· · · · · So, no, I wouldn't agree with how you are
14· · ·summarizing this.· For one, Mr. Nikula is one person.
15· · ·And we are absolutely requesting that expenses, taxes,
16· · ·and interest be recovered.· And we are not asking for a
17· · ·return on an investment or a return on equity.· PSP is
18· · ·asking for an operating margin, which is consistent
19· · ·with other transportation companies.
20· Q· So just to go back, then, through what you just
21· · ·testified about.
22· · · · · You agree that PSP earns -- they recover operating
23· · ·expenses by wide margins, correct?

24· A· They cover operating expense --
25· Q· They recover -- PSP recovers its operating expenses by
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·1· · ·wide margins?

·2· · · · · · · · · · · · MS. CARSON:· Objection.· What --

·3· · ·it's not clear what time period we're talking about

·4· · ·here.

·5· · · · · · · · · · · · MS. DeLAPPE:· Let's talk about the

·6· · ·test year, Ms. LaRue.

·7· · · · · · · · · · · · JUDGE FUKANO:· Sustained.· And

·8· · ·subject to clarification.

·9· · · · · · · · · · · · MS. DeLAPPE:· Thank you.

10· · · · · · · · · · · · THE WITNESS:· I'm sorry.· I don't
11· · ·know where we're at.· Can you ask me what you want to
12· · ·know again.
13· Q· (By Ms. DeLappe)· PSP recovered its operating expenses

14· · ·by a wide margin -- correct? --

15· · · · · · · · · · · · MS. CARSON:· Objection.

16· Q· (Continuing by Ms. DeLappe)· -- during the test year?

17· A· The way that rates are set at the Commission, certain
18· · ·revenues are -- certain expenses are authorized, and
19· · ·pilot DNI -- TDNI is authorized.· For you to say that
20· · ·they are covering their expenses by a wide margin, I
21· · ·believe, would be inaccurate.
22· · · · · PSP has seen a very reasonable increase in
23· · ·operating expenses over the years, and I think that
24· · ·they're reasonably controlled.· They are paying the
25· · ·necessary operating expenses in lieu of pilot
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·1· · ·compensation.· That's what we're trying to remedy here.
·2· · · · · So when you say that they're providing a wide
·3· · ·margin, millions of dollars more than the expenses,
·4· · ·that means that pilot DNI is being reduced every time
·5· · ·there is more expenses than are authorized in rates.
·6· Q· Ms. LaRue, let's root ourselves in the numbers here.

·7· · · · · If you could turn back to Exhibit MM-07.· And turn

·8· · ·to Page 8.

·9· · · · · Yeah.· Are you there?

10· A· I'm looking.
11· · · · · Consolidated Statement of Revenues, Expenses and
12· · ·Changes.
13· · · · · Is that what you want?
14· Q· Yes.

15· A· Okay.· I'm there.
16· Q· Thank you.

17· · · · · So for 2024, on Line 6, total operating expenses,

18· · ·it says, were 17,985,325.

19· · · · · PSP brought in more revenue than its operating

20· · ·expenses in 2024, correct?

21· A· Correct.
22· Q· Thank you.

23· · · · · Let's turn to Page 11 of the operating margin,

24· · ·your document there about -- on Work Paper AML-2.

25· · · · · And so there you see --
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·1· · · · · · · · · · · COMMISSIONER RENDAHL:· I'm sorry.
·2· · · · · · · · · · · MS. DeLAPPE:· Yes.
·3· · · · · · · · · · · COMMISSIONER RENDAHL:· Can you-all
·4· ·hear me?· This is Commissioner Rendahl.
·5· · · · · · · · · · · MS. DeLAPPE:· Yes.
·6· · · · · · · · · · · COMMISSIONER RENDAHL:· I don't have
·7· ·a copy of the work papers.· They're not admitted in
·8· ·evidence.· They're not offered as an exhibit.· So if
·9· ·you are trying to rely on this for the record, it is
10· ·not in evidence.· It's not an exhibit to witness
11· ·LaRue's testimony, and it was not a cross exhibit.
12· · · · · · · · · · · JUDGE FUKANO:· Would there be any
13· ·objection from the parties to adding AML Work Paper 2
14· ·as a bench exhibit, Bench Exhibit 1?
15· · · · · · · · · · · MS. DeLAPPE:· I think that would be
16· ·great.
17· · · · · · · · · · · MS. CARSON:· No objection.
18· · · · · · · · · · · JUDGE FUKANO:· Staff?
19· · · · · · · · · · · MR. ROBERSON:· No objection.
20· · · · · · · · · · · JUDGE FUKANO:· And PMSA?
21· · · · · · · · · · · MS. DeLAPPE:· No objection.
22· · · · · · · · · · · JUDGE FUKANO:· Then we will admit
23· ·the referred-to work paper containing the discussion of
24· ·the operating ratio methodology filed as AML Work
25· ·Paper 2 as Bench Exhibit 1, BE 1.
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·1· · · · · · · · · · · · · · ·(Bench Exhibit BE-1
·2· · · · · · · · · · · · · · · admitted.)
·3
·4· · · · · · · · · · · COMMISSIONER RENDAHL:· And it would
·5· ·be helpful for someone to send us a copy of that,
·6· ·please.
·7· · · · · · · · · · · JUDGE FUKANO:· And just to confirm,
·8· ·Commissioner Rendahl, did you receive the copy that I
·9· ·sent to you recently?
10· · · · · · · · · · · COMMISSIONER RENDAHL:· Yes.· Thank
11· ·you.
12· · · · · · · · · · · JUDGE FUKANO:· Thank you.
13· · · · · · · · · · · THE WITNESS:· Michelle, there's no
14· ·Page 11.· I mean, I went to the end, and it's 6.· So
15· ·can you -- is it PDF Page 11, or -- I'm not sure which
16· ·page --
17· · · · · · · · · · · MS. DeLAPPE:· Yes.
18· · · · · · · · · · · THE WITNESS:· -- you want me to look
19· ·at.· Okay.
20· · · · · · · · · · · MS. DeLAPPE:· It's -- also states
21· ·it's Attachment 1, and the heading at the top --
22· · · · · · · · · · · THE WITNESS:· Okay.· Yeah.
23· · · · · · · · · · · MS. DeLAPPE:· -- is Lurito- --
24· · · · · · · · · · · THE WITNESS:· I got it.
25· · · · · · · · · · · MS. DeLAPPE:· -- Gallagher curve.
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·1· · · · · · · · · · · · THE WITNESS:· Okay.· Thank you.
·2· · · · · · · · · · · · JUDGE FUKANO:· And apologies.· Which
·3· · ·exhibit were you just referring to?
·4· · · · · · · · · · · · MS. DeLAPPE:· Bench Exhibit 1.
·5· · · · · · · · · · · · JUDGE FUKANO:· Thank you.
·6· · · · · · · · · · · · MS. DeLAPPE:· Ready to go?
·7· · · · · · · · · · · · JUDGE FUKANO:· Yes.· Please proceed.
·8· · · · · · · · · · · · MS. DeLAPPE:· Okay.
·9· Q· (By Ms. DeLappe)· So this page shows, with the
10· · ·Lurito-Gallagher curve, the relationship between a
11· · ·company's average net investment intensity and the
12· · ·appropriate operating margin, right?
13· A· Mm-hmm.· Operating ratio.· Mm-hmm.
14· Q· So the companies with a high debt, high equity, and
15· · ·significant tax burdens fall at the high end of the
16· · ·curve, supporting higher margins, right?
17· · · · · Isn't that how this curve works, Ms. LaRue?
18· A· I didn't create this, but I guess that's what it's
19· · ·saying.· Again, though, this is a Lurito-Gallagher
20· · ·curve.
21· Q· And you do discuss the Lurito-Gallagher curve --
22· A· I do.
23· Q· -- in your testimony.
24· A· It's used by solid waste companies, but it's not being
25· · ·proposed in this case.
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·1· Q· And you do understand how it works, don't you?
·2· A· The Lurito-Gallagher?· Yes.· It's a very complicated
·3· · ·model, though.
·4· Q· But in the big picture, high debt, high equity, and
·5· · ·significant tax burdens means that you fall at the high
·6· · ·end of the curve, with higher margins, right?
·7· A· Okay.
·8· Q· I'll take that as indicating agreement.
·9· · · · · So you see here that the illustrative example
10· · ·here, the hypothetical company statistics, you have 12
11· · ·percent.
12· · · · · So it's -- has a business here with 40 percent
13· · ·debt, 60 percent equity, and 34 percent federal tax
14· · ·rate, right?
15· A· Correct.· In this example, yes.
16· Q· Mm-hmm.
17· · · · · And do you agree that if we apply this curve to
18· · ·PSP, so you have PSP has approximately zero percent
19· · ·debt, right?· Approximately?· Since the interest
20· · ·expense is de minimis?
21· A· It is, but they still have some debt, yes.
22· Q· But according to your prior testimony --
23· A· Mm-hmm.
24· Q· -- it is de minimis, no?
25· A· Mm-hmm.
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·1· Q· And there are no outside equity investors, right?

·2· A· Correct.

·3· Q· And PSP has zero percent -- pays zero percent federal

·4· · ·income tax, right?

·5· A· I don't know that for a fact, but I'm going to -- I

·6· · ·know that's how they plan it, but that is sometimes not

·7· · ·always the case.· I believe with the required accrual

·8· · ·of comp day expenses, that may be an issue nowadays, so

·9· · ·I would want to confirm that.

10· Q· Okay.· And so earlier, you said PSP generally pays no

11· · ·federal income taxes --

12· A· Correct.

13· Q· -- because it files as a pass-through partnership?

14· A· Mm-hmm.

15· Q· So generally it pays no federal income tax, right?

16· · · · · And so doesn't that place PSP at the opposite end

17· · ·of this curve from the 12 percent margin?

18· A· I guess if that's how you want to view it.· But I don't

19· · ·like this chart.· I don't understand it.· I didn't

20· · ·review it.· I don't -- I mean, I didn't build it.· And

21· · ·it seems very simplistic to try and take PSP and stick

22· · ·it into this one model.· So...

23· Q· But your earlier testimony was that you relied on this

24· · ·document for your operating margin --

25· A· To provide some context around operating ratio and
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·1· · ·operating margin.· There just isn't a lot of

·2· · ·documentation at the Commission that's available.· And

·3· · ·I stated that in my testimony as well.

·4· Q· So --

·5· A· I used some parts of this, but not all of it was

·6· · ·applicable to PSP.

·7· Q· So you have not identified any factor specific to PSP

·8· · ·and its capital structure or investment intensity that

·9· · ·would place PSP at or near the 12 percent end of that

10· · ·curve, much less the 15 percent that you testify about

11· · ·today, right?

12· A· Can you repeat what you said.

13· Q· You have not identified any factor specific to PSP's

14· · ·capital structure or investment intensity that would

15· · ·place PSP at or near the 12 percent end of that curve?

16· A· Yes.· But like I said, this is a -- this is a

17· · ·Lurito-Gallagher curve.· So when we use the operating

18· · ·margin, it's on companies that often don't have a

19· · ·stable capital structure or no assets or very few

20· · ·assets to speak of or investments.· So that is why we

21· · ·feel that when you bifurcate the TDNI, what remains are

22· · ·PSP's operating expenses for which the Commission can

23· · ·base an operating margin.

24· · · · · We're not asking for return on investment.· We're

25· · ·not asking for a return on equity.· We're asking for a
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·1· · ·return -- an operating margin on the authorized
·2· · ·expenses as is provided for every other transportation
·3· · ·industry here.
·4· Q· So earlier you testified regarding Exhibit -- let's
·5· · ·see.
·6· · · · · We talked about Exhibit 25X, which were the
·7· · ·long-form financials?
·8· A· Mm-hmm.
·9· Q· And in Note 12 -- so earlier we looked at Note 1.
10· · · · · Note 12 is on Page 18 of that same document.· And
11· · ·I'm not asking you to testify regarding the contents
12· · ·but just based on your ability to read these based on

13· · ·your other experience with PSP's financial statements.
14· · · · · So have you reviewed this Note 12 before?
15· A· This is from 2020 and 2021.· So I'm sure I've looked at
16· · ·it, but it was a while ago.
17· Q· Let me turn, then, to Exhibit 27X.
18· · · · · And so you testified earlier that you are familiar
19· · ·with Ms. Norris's work in preparing the financial
20· · ·statements for PSP, correct?
21· A· Yes, Ms. Norris prepares financial statements for PSP.
22· Q· And you reviewed those financial statements, the more
23· · ·recent ones, in preparation for --
24· A· Correct.
25· Q· -- the case?
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·1· · · · · So if you can -- on -- in Exhibit AML-27X, if you
·2· · ·could turn, please, to Page 8.
·3· A· Is that the presentation to the --
·4· Q· Yes.
·5· A· I don't have the new numbers.· I have the original
·6· · ·numbers.
·7· Q· So that was Exhibit JJN-03 in the last rate case.
·8· A· I'm there.
·9· Q· Okay.· And so there you see that she said that,
10· · ·unrecorded liabilities, that Note 12 that we were
11· · ·looking at just a moment ago, creates a negative equity
12· · ·balance.· And if PSP were to cease operations, each
13· · ·pilot would be responsible for a portion of the
14· · ·negative equity to satisfy liabilities in excess of
15· · ·assets.
16· · · · · Is that your understanding as well, as a CPA?
17· A· Yes.
18· Q· In that case, that situation continues today?
19· A· What's that?
20· Q· That situation of unrecorded liabilities and negative
21· · ·equity continues for PSP today, doesn't it?
22· A· Yes.
23· Q· And you testified earlier in response to questions from
24· · ·staff's counsel that you served on the first PSP rate
25· · ·case team on behalf of staff?
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·1· A· I did.
·2· Q· And you included in your own testimony for this rate
·3· · ·case some information about equity, including the work
·4· · ·paper that we just discussed, correct?
·5· A· You want to point me to where?
·6· Q· Sure.
·7· · · · · If you can look at Bench Exhibit 1, Page 2, at the
·8· · ·bottom of the page.
·9· · · · · It's now called Bench Exhibit 1.· It's a work
10· · ·paper that you filed.· Work Paper AML-2.
11· A· Okay.· What page?
12· Q· Page 2.· It's right after the title page.· At the
13· · ·bottom of the page.· The paragraph that starts,
14· · ·"First."· It's the language we were just reviewing
15· · ·together.
16· · · · · Do you see that it says, "First, the purpose of
17· · ·the operating ratio is to allow you to recover your
18· · ·allowed operating expenses, to recover your federal
19· · ·income taxes, interest expense and still give you a
20· · ·return on your equity investment"?
21· A· Yes.
22· Q· Okay.
23· A· But that's not how the operating margin is working.
24· · ·We're not providing a return on equity.· We are
25· · ·providing a return on operating expenses.
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·1· Q· So I just wanted you to turn to AML- -- Exhibit AML-23.
·2· · ·That's a cross exhibit.· And I am asking you to look at
·3· · ·this exhibit not to discuss the content of what Danny
·4· · ·Kermode, your colleague on the staff team in the first
·5· · ·PSP rate case, testified to as your own testimony, but
·6· · ·rather -- because I believe it is in agreement with
·7· · ·what you just testified about with respect to
·8· · ·Ms. Norris's presentation.
·9· · · · · So if you can turn to Page 11.
10· · · · · · · · · · · · JUDGE FUKANO:· And is that 11 in the
11· · ·testimony page or the exhibit page?
12· · · · · · · · · · · · MS. DeLAPPE:· Exhibit page.· In the
13· · ·testimony page, it's Page 8.
14· · · · · · · · · · · · JUDGE FUKANO:· Thank you.
15· · · · · · · · · · · · MS. DeLAPPE:· Thank you for the
16· · ·clarification.
17· Q· (By Ms. DeLappe)· And so on Lines 14 to 18 there -- are
18· · ·you with me? -- where it says the current balance of
19· · ·PSP's equity account, when adjusted for PSP's
20· · ·unrecorded liabilities, is negative?
21· A· Correct.
22· Q· And that is the same as you just testified to with
23· · ·respect to Jessica Norris's presentation, correct?
24· A· Correct.· But I believe if we can get these rates set
25· · ·at a more appropriate level, we can start turning this
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·1· · ·around.
·2· Q· And --
·3· A· And we are not asking for return on equity.
·4· Q· All right.· And so that, I think, is tied to the last
·5· · ·sentence in that paragraph.· At Line 16, it says the
·6· · ·absence of a positive equity balance equates to the
·7· · ·absence of any recognition of a cost of equity since a
·8· · ·negative equity balance cannot result in any
·9· · ·recovery -- recoverable cost of capital.
10· · · · · Do you agree with that?
11· A· Yes.
12· Q· And that also do you recall that in Final Order 09, the
13· · ·Commission, itself, had something to say about that
14· · ·same topic?· If you like, I can point you to the
15· · ·paragraph number.
16· A· Yes, please.
17· Q· It's Paragraph 67.
18· A· Where it says that PMSA also argues that the revenue
19· · ·requirement formula should include a rate of return?
20· Q· Yes.· If you look halfway down that paragraph, after
21· · ·Footnote 104, it says, Once these unrecorded
22· · ·liabilities are appropriately accounted for, PSP has a
23· · ·negative equity balance.
24· · · · · And then it later says, And this renders an ROR
25· · ·variable in the formula irrelevant.
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·1· · · · · Do you agree with that?
·2· A· I do.· And in the same order, though, the UTC ordered
·3· · ·the rate-of-return workshops to happen, though.· So
·4· · ·while they may have said that, they also ordered the
·5· · ·parties to look into rate-of-return methodologies for
·6· · ·the pilots.
·7· Q· Let's look at your Exhibit AML-03.· And specifically
·8· · ·like to look at Schedule 1.0.· Line --
·9· A· I'm there.
10· Q· Okay.· Great.· Line 25.
11· A· Pilot equity.
12· Q· Yeah.· So this shows the same issue identified by CPA
13· · ·Norris, that there's a reported positive pilot equity
14· · ·of 4.398 million here, but that figure does not include
15· · ·the significant obligation for PSP's unfunded
16· · ·retirement plan, correct?
17· A· Yes, I believe that's a component.
18· Q· So PSP is requesting $2,746,285 annually as a return
19· · ·through an operating margin to an entity that has
20· · ·carried negative true equity return in both prior rate
21· · ·cases, that earns a zero-dollar return on equity shown
22· · ·on its own balance sheet, and that has no outside
23· · ·investors requiring any return, correct?
24· A· Yes.
25· Q· In your direct testimony, you describe the operating
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·1· · ·margin as a return, correct?
·2· A· Correct.
·3· Q· And that it addresses PSP's capital needs, right?
·4· · · · · · · · · · · · MS. CARSON:· Is there a place in her
·5· · ·testimony that you're referring to?
·6· · · · · · · · · · · · MS. DeLAPPE:· Certainly.
·7· Q· (By Ms. DeLappe)· If you turn to Exhibit AML-01T,
·8· · ·Page 20 and 21.· I think the second part about the
·9· · ·capital needs is on Page 21.
10· A· What lines?
11· Q· So for Page 20, look at Lines 13 through 15.· And
12· · ·Page 21, 7 through 11, please.
13· · · · · Sorry.· On Page 21, that is on Line 11, capital
14· · ·needs.
15· A· Yep.
16· · · · · I agree --
17· Q· Okay.
18· A· -- with your statement now.
19· Q· Okay.· Let's turn to Exhibit AML-20X, your cross
20· · ·exhibit, please.
21· · · · · And specifically, if you could turn to Page 4 of
22· · ·that exhibit, where you respond to PMSA's Data
23· · ·Request 39.
24· A· Okay.
25· Q· And so you see there that PMSA asked for a clear
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·1· · ·accounting of the individual equity position of each
·2· · ·PSP member.· Yes?
·3· A· Yes.
·4· Q· And your response was that individual member equity
·5· · ·positions in PSP were beyond the scope of this rate
·6· · ·case, correct?
·7· A· Correct.· I believe Mr. Kermode stated that in his
·8· · ·initial testimony in the first case.
·9· Q· Okay.· So you are familiar with Mr. Kermode's testimony
10· · ·too?
11· A· He provided as a cross exhibit, so...
12· Q· Okay.· As a matter of ratemaking principles, is it
13· · ·possible to include a return on equity without knowing
14· · ·the equity amount on which the return is being based?
15· A· I would doubt that, but we are not requesting a return
16· · ·on equity.
17· Q· You are aware that Mr. Sisung views DNI as not a return
18· · ·on invested capital and not an operating margin; is
19· · ·that right?
20· A· You would have to ask Mr. Sisung.
21· Q· You're not aware of his views on that subject?
22· A· I would -- I didn't -- no, I did not testify from --
23· · ·with Mr. Sisung, and I would prefer his questions go to
24· · ·him.
25· Q· So let me return to something you stated in response to
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·1· · ·PMSA's Data Request 37.
·2· · · · · So, again, back to AML-20, but now Page 1.
·3· A· Page 1?
·4· Q· So on that data request, you were asked how pilotage
·5· · ·revenues are allocated to individual pilots.· And at
·6· · ·the bottom of the page, the last paragraph there, you
·7· · ·responded, Pilotage revenues are allocated based on the
·8· · ·number of days of service with a ratable charge for
·9· · ·operating -- operating and other expenses which
10· · ·determines annual earnings per pilot, correct?
11· A· Correct.
12· Q· So the formula by which individual pilots actually
13· · ·receive their income is tied to the number of days they
14· · ·work.· Their labor output.· Correct?
15· A· I believe so, yes.
16· Q· And it's not tied, then, to any equity stake or capital
17· · ·contribution that they've made to the association?
18· A· Correct.
19· Q· So the only way a pilot gets paid is as a pilot, not as
20· · ·an owner, right?
21· A· I believe so, yes.
22· Q· So that $2.7 million in additional revenue that you're
23· · ·requesting based on the operating margin effectively
24· · ·would increase what the pilots take home above the
25· · ·Commission's approved formula what it would generate,
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·1· · ·correct?
·2· A· I disagree.· We -- operating margin -- my analysis
·3· · ·shows that a 12 percent operating margin would only
·4· · ·help reduce regulatory lag, and none of it would have
·5· · ·been distributed to DNI over the last four years.· So I
·6· · ·believe that a 12 percent margin would provide PSP an
·7· · ·opportunity to cover all expenses, regulatory lag, and
·8· · ·things that aren't known, that every industry runs into
·9· · ·between rate cases, and allow the pilots to earn a fair
10· · ·and -- compensation.· That's what we're requesting.
11· · · · · We're not saying that -- we never anywhere said in
12· · ·here we needed a return on equity or we want a return
13· · ·on investment or that we were distributing it as DNI.
14· Q· And so that additional amount, if it did exceed
15· · ·operating expenses, it would be an additional amount
16· · ·that pilots get to take home in their pay, no?
17· A· I think that is yet to be seen.· Because currently we
18· · ·operate in an environment that there is no return.
19· · ·There is no operating margin.· So like I said earlier,
20· · ·if the Commission were to grant an operating margin,
21· · ·PSP is committing to having those conversations to
22· · ·determine the best way to go forward with it.· Just
23· · ·like they've done with every other directive from the
24· · ·Commission.· They shift.· They pivot.· They change.
25· · ·And they accommodate.
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·1· Q· Yes, you have testified to that.· Thank you --
·2· A· Yes.
·3· Q· -- Ms. LaRue.
·4· A· And they'll continue to do as much.
·5· Q· So when revenues exceed expenses, just generally at
·6· · ·year end, the surplus flows to the pilots as net
·7· · ·income, right?
·8· A· Currently, yes.· That is how it works.
·9· Q· And that is done under a formula determined by the days
10· · ·of service by the -- each pilot, correct?
11· A· Correct.
12· Q· Okay.· So the operating margin as a practical matter
13· · ·would increase potentially the amount that the pilots
14· · ·take home, no?
15· A· Yes.· And I state in my direct testimony there is no
16· · ·guarantee that it wouldn't go to pilot income, but that
17· · ·is not our goal here.
18· Q· Let's turn to that, then.
19· · · · · So in your direct testimony, you justify the
20· · ·operating margin in part by reference to, quote, the
21· · ·risks associated with operating this compulsory
22· · ·pilotage service, end quote.
23· · · · · Do you agree that you set the 12 percent margin to
24· · ·quantify that risk premium?
25· A· Can you point me to where you're quoting?
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·1· Q· Certainly.· It's again at Exhibit AML-01T.· And this is

·2· · ·at Page 20.

·3· A· Yes, for risks associated with operating a pilotage

·4· · ·service and to lessen regulatory lag.

·5· Q· Right.

·6· · · · · So one of the reasons you stated was, as I said,

·7· · ·for -- to justify it based on the risks, right?

·8· A· Correct.

·9· Q· And so you're quantifying the risk premium with that 12

10· · ·percent margin, no?

11· A· I don't agree with how you're summarizing my statement.

12· · ·Overall, I'm saying that a 12 percent operating margin

13· · ·is reasonable given the risks.· But not all risk is

14· · ·quantifiable.· So, I mean, there's a lot of unknowns

15· · ·out there, and there's -- regulatory lag is real.· So I

16· · ·just -- I did not quantify the risk and no, but I

17· · ·quantify the operating margin, so...

18· Q· Right.

19· · · · · So you assigned a number to a theory that was

20· · ·underpinning your operating margin, no?

21· A· Yes.· But risk was only one part of it.

22· Q· It's not a subjective feeling, is it, that led to your

23· · ·12 percent?· It's quantified?

24· A· Like I -- like I said, I evaluated the expenses overrun

25· · ·over the last several years to determine what was what
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·1· · ·I believe to be fair.
·2· Q· So --
·3· A· As an operating margin return.
·4· Q· Please turn to Exhibit AML-20, your cross exhibit.· And
·5· · ·this time, go to Page 14.
·6· · · · · And there, you were asked to identify which
·7· · ·financial risks are expressed or captured in PSP's
·8· · ·balance sheet, financial statements, or insurance
·9· · ·policies, right?
10· A· Correct.
11· Q· And your response stated, much as you have today,
12· · ·quote, Risks, financial or otherwise, are not always
13· · ·quantifiable in a way that can be insured or captured
14· · ·in the manner requested, right?
15· A· Correct.
16· Q· So your view is that the operating margin, quote,
17· · ·should not be an arbitrary percentage but one that
18· · ·reflects the individual company?
19· A· Correct.
20· Q· But the only document you've cited in your testimony as
21· · ·authority for the operating margin, what's now Bench
22· · ·Exhibit 1, states that when the Commission set an
23· · ·operating ratio for a non-rate-based company, it
24· · ·developed a formula based on a return of equity and a
25· · ·cost of debt to avoid an arbitrary percentage, no?
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·1· A· That wasn't the only document I provided as support.  I
·2· · ·also cited orders from the Commission from the
·3· · ·operating margin, hearings, the Lurito-Gallagher.· So
·4· · ·this was not the only document that I provided to
·5· · ·support our operating margin proposal.
·6· Q· State for me which of those authorities develops a

·7· · ·percentage operating margin that is not based on a

·8· · ·return on equity and a cost of debt.

·9· A· Not on equity, but cost of debt?
10· Q· Neither.

11· A· Oh.
12· Q· The rate of return on equity or the cost of debt.

13· · ·Neither of those as the basis for the operating margin

14· · ·percentage.

15· A· Cause No. TG-2013.· Footnote 39, Page 34 of 84 of my
16· · ·testimony.· That was the order for the operating
17· · ·margin.· I cited that test- -- or I cited that order.
18· Q· And --

19· A· I can look for others.
20· Q· Do you know what the -- that order that you're citing

21· · ·based its operating margin percentage on?

22· A· The percentage?
23· Q· Right.

24· A· No.· It was calculated on operating expenses, and it
25· · ·was a 7 percent return.
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·1· Q· So like the document that you provided that is now
·2· · ·Bench Exhibit 1, you do recognize that the analysis
·3· · ·that led to the percentages had to do with a formula
·4· · ·based on a return on equity and the cost of debt,
·5· · ·right?
·6· A· Correct.
·7· Q· As a CPA, you're familiar with the Commission's
·8· · ·directives and Final Order 09 and Final Order 08,
·9· · ·including those related to PSP's accounting methods,
10· · ·no?
11· A· Correct.
12· Q· Final Order 09 required PSP to use full accrual method
13· · ·accounting for callback liability, correct?
14· A· Correct.
15· Q· And Final Order 09 also require PSP to initiate
16· · ·workshops to develop a plan to transition to full
17· · ·accrual accounting for its retirement program, no?
18· A· Yes.
19· Q· And in Final Order 08, the Commission found that PSP
20· · ·had failed to conduct workshops on its retirement plan
21· · ·as ordered in Final Order 09, right?
22· A· Correct.
23· Q· And Order 08 also warned, quote, the Commission may
24· · ·choose to issue penalties or reject a rate case filings
25· · ·for any further PSP noncompliance, right?
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·1· A· Correct.
·2· Q· How long have you now been providing regulatory CPA
·3· · ·services to PSP?
·4· A· To a lesser degree for '22 and '23, and '24 I started
·5· · ·working more for them.
·6· Q· So it's been over four years now?
·7· A· About.
·8· Q· And in all that time, or to your knowledge, in the five
·9· · ·years since the issuance of Final Order 09, has PSP
10· · ·proposed a plan to transition to full accrual
11· · ·accounting for its retirement program?
12· · · · · · · · · · · · MS. CARSON:· Objection.· The
13· · ·Commission in Order 08 authorized PSP to move forward
14· · ·with its multiple employer-defined benefit plan.  I
15· · ·think that's the relevant issue here.
16· · · · · · · · · · · · JUDGE FUKANO:· Response.
17· · · · · · · · · · · · MS. DeLAPPE:· Your Honor, whether --
18· · ·if PSP would like to bring a legal argument that the
19· · ·Commission has excused them from the requirement to
20· · ·transition to full accrual accounting method, then I
21· · ·believe that would be fine for them to bring in their
22· · ·brief.· But I'm just asking Ms. LaRue to affirm what
23· · ·has happened on that front.· That's where this last
24· · ·line of questioning is.
25· · · · · · · · · · · · MS. CARSON:· And I'd like just to
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·1· · ·further object:· This is not at all in Ms. LaRue's
·2· · ·testimony.· This is outside the scope of her testimony.
·3· · ·It's outside the scope of cross-examination for
·4· · ·Ms. LaRue.
·5· · · · · · · · · · · · MS. DeLAPPE:· And I must state that
·6· · ·she has testified that she reviewed the financial
·7· · ·statements, and she has financial testimony in the
·8· · ·record.
·9· · · · · · · · · · · · JUDGE FUKANO:· I will sustain the
10· · ·objection as to outside the scope of testimony.  I
11· · ·don't believe that this witness has testified to
12· · ·compliance matters regarding the Commission's prior
13· · ·orders in that respect.
14· · · · · · · · · · · · MS. DeLAPPE:· And just to clarify:
15· · ·In that respect, is that with respect to the retirement
16· · ·program only?· As I believe that was the context of the
17· · ·objection.
18· · · · · · · · · · · · JUDGE FUKANO:· I understood the
19· · ·objection to go to your question as far as the
20· · ·transition to a different accounting method.
21· Q· (By Ms. DeLappe)· So, Ms. LaRue, you testified earlier
22· · ·that the financial statements in this case for the test
23· · ·year are being filed on the modified accrual basis,
24· · ·correct?· That was your earlier testimony today?
25· A· The financials -- the ones in exhibits are filed,
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·1· · ·the -- the model is put together as regulatory
·2· · ·accounting standards.
·3· Q· Right.
·4· · · · · But PSP's financial statements that we reviewed?
·5· A· The audited financial statements, those are modified
·6· · ·GAAP, yeah, modified accrual.
·7· Q· Modified accrual.· So not full GAAP accrual?
·8· A· Correct.
·9· Q· As a CPA, are you familiar with GAAP requirements?
10· A· Yes.· Anything specific?
11· Q· Specifically ASC 715?
12· A· I'd have to look it up.
13· Q· Do you believe that you might -- under ASC 715, a
14· · ·sponsor of a defined benefit plan is required to
15· · ·recognize the funded status of that plan on its balance
16· · ·sheet.· Is that within your expertise at all?
17· A· No, I would prefer you question our witnesses, our
18· · ·pension witnesses on that.
19· Q· You testified earlier that you reviewed PSP's financial
20· · ·statements in preparation for this case, correct?
21· A· Correct.
22· Q· And are you familiar -- you also testified about Danny
23· · ·Kermode's testimony in the first rate case?
24· A· Provided as a cross exhibit.
25· Q· And so in the Exhibit AML-23, the cross exhibit, which
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·1· · ·is Mr. Kermode's Exhibit DPK-1T, if you turn to our
·2· · ·Exhibit No. 26.· Page 26.
·3· · · · · Do you see there, around the middle of the page,
·4· · ·that Mr. Kermode quantified the projected benefit
·5· · ·obligation as of December 31st, 2019, as 124.4 million?
·6· A· I see that that's what he testified to, yes.
·7· · · · · · · · · · · · MS. CARSON:· Objection to this line
·8· · ·of questioning.· While Ms. LaRue said that she's
·9· · ·vaguely aware of this testimony, she should not be
10· · ·asked specific questions about another witness's
11· · ·testimony in a case five years ago.
12· · · · · · · · · · · · MS. DeLAPPE:· I actually have no
13· · ·further questions about that exhibit.
14· · · · · · · · · · · · JUDGE FUKANO:· And so to clarify for
15· · ·the record, are you objecting to further questioning,
16· · ·then, or to...?
17· · · · · · · · · · · · MS. CARSON:· Yes.· Further
18· · ·questioning.
19· · · · · · · · · · · · JUDGE FUKANO:· And since there is no
20· · ·further questioning, objection will be sustained.
21· · · · · · · · · · · · MS. DeLAPPE:· Thank you.
22· Q· (By Ms. DeLappe)· ·If you could please turn to
23· · ·Exhibit AML-26, the cross exhibit.
24· A· What is that?
25· Q· AML-26.
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·1· A· I know.· What is it?
·2· Q· That is an exhibit submitted by Christopher Wood.
·3· · · · · And I am not going to ask you any questions about
·4· · ·or to subscribe to what Mr. Wood testified there.· But
·5· · ·it is his Exhibit 6T in the last rate case.· And going
·6· · ·to Page 6, please.· Starting at Line 20.
·7· · · · · · · · · · · · MS. CARSON:· Objection.· This is a
·8· · ·witness from another rate case.· If counsel isn't going
·9· · ·to ask her any questions about his testimony, it's not
10· · ·clear why we're looking at his testimony or why it's an
11· · ·exhibit.
12· · · · · · · · · · · · MS. DeLAPPE:· I misspoke.· I meant
13· · ·to say I'm not going to dig into it.· It's just to
14· · ·speak to one aspect of it, but not to subscribe to it
15· · ·as her own testimony.
16· · · · · · · · · · · · JUDGE FUKANO:· And anything further
17· · ·from the company?
18· · · · · · · · · · · · MS. CARSON:· Yeah.· Your Honor, this
19· · ·is an actuary, I believe, from PSP's last rate case.
20· · ·It's far afield from Ms. LaRue's area of expertise.
21· · · · · · · · · · · · JUDGE FUKANO:· And from PMSA, what
22· · ·is the nature of your question?
23· · · · · · · · · · · · MS. DeLAPPE:· It is the same type of
24· · ·question as with the exhibit that we just discussed,
25· · ·Exhibit 23X.· That's all.· It's very quick.
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·1· · · · · · · · · · · · MS. CARSON:· Your Honor, quick or
·2· · ·not, it's outside the scope of her knowledge.· It's
·3· · ·outside the scope of her testimony.· It's an actuary.
·4· · · · · · · · · · · · MS. DeLAPPE:· And I would say she
·5· · ·actually has already testified today regarding the
·6· · ·unfunded retirement obligation in Note 12 of the PSP
·7· · ·financials.
·8· · · · · · · · · · · · JUDGE FUKANO:· I will sustain the
·9· · ·objection, 'cause I believe that those statements were
10· · ·simply referring to the representations made by prior
11· · ·actuaries.· The witness has not opined on the
12· · ·unrecorded balance or the value of that account.· So I
13· · ·will sustain the objection.
14· · · · · · · · · · · · MS. DeLAPPE:· Thank you.
15· Q· (By Ms. DeLappe)· Ms. LaRue, are you aware that there
16· · ·was a projected benefit obligation updating that number
17· · ·that you testified about just a moment ago from
18· · ·Mr. Kermode to over half a billion dollars?
19· · · · · You're not aware of that?
20· A· No.· Sorry.
21· Q· But you did testify that there's a negative equity at
22· · ·PSP; you're just not aware of the magnitude of it?
23· A· If the unrecorded liabilities are included in their
24· · ·financials, yes.
25· Q· And we just discussed that they are not.
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·1· · · · · And you're not aware of the magnitude of that

·2· · ·unrecorded liability?

·3· A· Not beyond what we've seen, no.

·4· · · · · · · · · · · · MS. DeLAPPE:· I have no further

·5· · ·questions.· Thank you.

·6· · · · · · · · · · · · THE WITNESS:· You're welcome.

·7· · · · · · · · · · · · JUDGE FUKANO:· Thank you.

·8· · · · · · · · · · · · THE WITNESS:· Thank you.

·9· · · · · · · · · · · · JUDGE FUKANO:· Any redirect from the

10· · ·company?

11· · · · · · · · · · · · MS. CARSON:· Yeah, just a few

12· · ·questions.

13

14· · · · · · · · · · · ·REDIRECT EXAMINATION

15· · ·BY MS. CARSON:

16· Q· Ms. LaRue, I just wanted to confirm.· In your

17· · ·testimony, are you proposing a return-on-equity

18· · ·mechanism for the Puget Sound Pilots?

19· A· No.· We're proposing -- I'm proposing a operating

20· · ·margin methodology consistent with other transportation

21· · ·companies here, the Commission.

22· Q· And Ms. DeLappe showed you the Bench Exhibit 1, which

23· · ·is a Lurito-Gallagher or the operating margin paper.

24· · ·But it talks about the Lurito-Gallagher methodology.

25· · · · · Are you asking -- are we asking for a
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·1· · ·Lurito-Gallagher methodology operating expense here?
·2· A· No.· The Lurito-Gallagher is mostly for asset-intensive
·3· · ·companies.· These -- this is not that.· We are asking
·4· · ·for an operating margin.
·5· · · · · · · · · · · · MS. CARSON:· Thank you.· No further
·6· · ·questions.
·7· · · · · · · · · · · · JUDGE FUKANO:· Any questions from
·8· · ·the bench for this witness?
·9· · · · · · · · · · · · COMMISSIONER RENDAHL:· Yes, Your
10· · ·Honor.· I have a question or two.
11· · · · · Ms. LaRue, good afternoon.
12· · · · · · · · · · · · THE WITNESS:· Good afternoon,
13· · ·Commissioner Rendahl.
14· · · · · · · · · · · · COMMISSIONER RENDAHL:· So this
15· · ·question goes to the issue of the transportation
16· · ·charge.· I'm just trying to clarify some information
17· · ·about that.
18· · · · · And this is your Exhibit AML-03 at Schedule 2.02,
19· · ·the price-out.· And let me know when you are there.
20· · · · · · · · · · · · THE WITNESS:· I'm in AML-10.· Will
21· · ·that work?
22· · · · · Did you say AML-03?
23· · · · · · · · · · · · COMMISSIONER RENDAHL:· I did.
24· · · · · · · · · · · · THE WITNESS:· Okay.· Let me get
25· · ·there.
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·1· · · · · · · · · · · COMMISSIONER RENDAHL:· Should be
·2· ·Schedule 2.02, but 10 will also work.
·3· · · · · · · · · · · THE WITNESS:· Yeah, I think 10 will
·4· ·work.
·5· · · · · · · · · · · COMMISSIONER RENDAHL:· I think
·6· ·that's --
·7· · · · · · · · · · · THE WITNESS:· I don't think I
·8· ·changed it.
·9· · · · · · · · · · · COMMISSIONER RENDAHL:· -- more
10· ·up-to-date.· Okay.
11· · · · · · · · · · · THE WITNESS:· Yes.
12· · · · · · · · · · · COMMISSIONER RENDAHL:· I'm hoping
13· ·that the references to the cells are going to be
14· ·helpful here.
15· · · · So for the Schedule 2.02.· 2.02.
16· · · · · · · · · · · THE WITNESS:· I'm there.
17· · · · · · · · · · · COMMISSIONER RENDAHL:· Okay.· And
18· ·the cells I had for Schedule 2.02 were Cell 135 --
19· ·I35 -- excuse me -- I35 and Q35.
20· · · · · · · · · · · THE WITNESS:· I35.· Okay.
21· · · · · · · · · · · COMMISSIONER RENDAHL:· Okay.· And
22· ·they used -- they used 7,490 is the test year
23· ·occurrences.
24· · · · · · · · · · · THE WITNESS:· Correct.
25· · · · · · · · · · · COMMISSIONER RENDAHL:· And so --
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·1· ·okay.· Now, also looking at Schedule 2.1 -- 2.11.· The
·2· ·test year traffic.
·3· · · · · · · · · · · THE WITNESS:· Okay.
·4· · · · · · · · · · · COMMISSIONER RENDAHL:· That same
·5· ·exhibit, it shows 7,588 occurrences.· So the number
·6· ·from --
·7· · · · · · · · · · · JUDGE FUKANO:· Pardon me,
·8· ·Commissioner Rendahl.· The court reporter is having
·9· ·trouble hearing your questioning.
10· · · · · · · · · · · COMMISSIONER RENDAHL:· Okay.· Is
11· ·this any better?
12· · · · · · · · · · · JUDGE FUKANO:· Substantially.
13· · · · · · · · · · · COMMISSIONER RENDAHL:· All right.
14· ·It helps to speak into the mike.
15· · · · So Schedule 2.11, the test year traffic of the
16· ·same exhibit shows 7,588 occurrences.
17· · · · The number 7,490 doesn't appear anywhere else in
18· ·the testimony or the exhibit.
19· · · · What is the correct number here that we should be
20· ·looking at?
21· · · · · · · · · · · THE WITNESS:· I'm not sure that the
22· ·7,490 isn't correct if there was assignments that
23· ·didn't have a separate transportation charge, but I'm
24· ·happy to look into that difference and provide the
25· ·information to you-all.
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·1· · · · · · · · · · · COMMISSIONER RENDAHL:· Okay.· So
·2· ·that should be probably Bench Request 2.· For that we
·3· ·will send out a question and get the clarification for
·4· ·that.· So thank you.
·5· · · · I have other questions, but I'll defer to my
·6· ·colleagues.· They may have some other questions.
·7· · · · · · · · · · · COMMISSIONER DOUMIT:· Thank you.  I
·8· ·have a question.
·9· · · · Did you hear Captain Carlson's testimony responses
10· ·to some of the questions I had for him?
11· · · · · · · · · · · THE WITNESS:· Yes, sir, I did.
12· · · · · · · · · · · COMMISSIONER DOUMIT:· He was sort of
13· ·running out of steam, I think, and referred to you.
14· · · · So looking at your rebuttal testimony, AML --
15· ·actually, he said his nerves were going, I think, to be
16· ·more accurate -- AML-09T.· And that's at Page 19,
17· ·Lines 4 through 20.· I'm trying to get this
18· ·distinction, comp day expense and callback days.
19· · · · · · · · · · · THE WITNESS:· Mm-hmm.
20· · · · · · · · · · · COMMISSIONER DOUMIT:· So can you
21· ·please clarify.· Is there a distinction between the
22· ·terms "callback days" and "comp day expense"?
23· · · · · · · · · · · THE WITNESS:· Yes.
24· · · · · · · · · · · COMMISSIONER DOUMIT:· Okay.· Can you
25· ·explain that to us, please.

Page 267
·1· · · · · · · · · · · THE WITNESS:· Yes.· I -- I hate to
·2· ·speak for the pilots, but comp day expense -- so in the
·3· ·order, in the first order, the Commission required that
·4· ·the -- that PSP adopt full accrual accounting for their
·5· ·comp day expenses.· So when they -- a comp day is when
·6· ·a pilot is off watch, goes and works while they're off
·7· ·watch, for whatever reason.· And the comp day expense
·8· ·is the monetary value that they've placed on that.
·9· · · · In the original case, if I remember, there was
10· ·some discussion around this.· So this is how it's been
11· ·resolved to the Commission's satisfaction, is to record
12· ·the callback is when an off watch pilot goes to work,
13· ·and then the comp day expense is the related expense
14· ·related to that and then is released back into the
15· ·general pool once it's satisfied.
16· · · · · · · · · · · COMMISSIONER DOUMIT:· Okay.· So are

17· ·there any other expenses, other than that callback, any

18· ·other expenses in that category of comp day expense

19· ·aside from --

20· · · · · · · · · · · THE WITNESS:· No.
21· · · · · · · · · · · COMMISSIONER DOUMIT:· That's it.

22· ·Okay.

23· · · · · · · · · · · THE WITNESS:· That is the only
24· ·thing, yes.
25· · · · · · · · · · · COMMISSIONER DOUMIT:· That's what I
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·1· ·needed to know.· Thank you very much.· Thanks.

·2· · · · · · · · · · · THE WITNESS:· You're very welcome.
·3· · · · · · · · · · · CHAIR RYBARIK:· Just hoping you can

·4· ·clarify something for me.

·5· · · · · · · · · · · THE WITNESS:· Sure.
·6· · · · · · · · · · · CHAIR RYBARIK:· You had a fairly

·7· ·extensive discussion with counsel for PMSA regarding

·8· ·the operating margin today.

·9· · · · Just to give an opportunity for clarification

10· ·here.· If the Commission were to adopt the operating

11· ·margin approach that you propose and the additional

12· ·revenue did exceed operating expenses for any year,

13· ·what would happen to that additional revenue?

14· · · · · · · · · · · THE WITNESS:· As everything is set
15· ·up at PSP at this time, that money would be distributed
16· ·as DNI.· But as I mentioned, if the Commission is to

17· ·authorize an operating margin, PSP is willing to make
18· ·adjustments to accommodate how the Commission would
19· ·like to see those monies managed.
20· · · · · · · · · · · CHAIR RYBARIK:· But under the

21· ·proposal as it stands in your testimony, that would be

22· ·distributed as DNI to the pilots?

23· · · · · · · · · · · THE WITNESS:· Correct.· Even though
24· ·a 12 percent operating margin would have only gone to
25· ·expenses over the last four years, if they'd had one.
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·1· · · · · · · · · · · CHAIR RYBARIK:· Very good.· Thank
·2· ·you.
·3· · · · · · · · · · · JUDGE FUKANO:· Anything further
·4· ·from --
·5· · · · · · · · · · · COMMISSIONER RENDAHL:· Yes.· I have
·6· ·an additional question.
·7· · · · So do you have staff witness Van Meter's response
·8· ·testimony?
·9· · · · · · · · · · · THE WITNESS:· I can get it.
10· · · · · · · · · · · COMMISSIONER RENDAHL:· Okay.· And I
11· ·believe that is -- let me look at my exhibit list.
12· · · · · · · · · · · THE WITNESS:· In your cross
13· ·answering.· 7T?
14· · · · · · · · · · · COMMISSIONER RENDAHL:· That would be
15· ·it.· I believe it's 7T.· The response testimony.  I
16· ·believe it's at Page 18, starting at Line 16.· And this
17· ·has to do with the dispute about -- between your
18· ·testimony and witness Van Meter's testimony about
19· ·tariff language that might result in overcharging of
20· ·customers the pilot boat costs when customers are
21· ·charged directly for third-party launch service in
22· ·addition to the Port Angeles expense charge.
23· · · · · · · · · · · THE WITNESS:· Mm-hmm.
24· · · · · · · · · · · MS. CARSON:· Excuse me.
25· · · · · · · · · · · COMMISSIONER RENDAHL:· Do you recall
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·1· ·that?
·2· · · · · · · · · · · MS. CARSON:· Excuse me.· Could we
·3· ·just verify whether it's response testimony or a cross
·4· ·answering?
·5· · · · · · · · · · · COMMISSIONER RENDAHL:· It might be
·6· ·initial -- it might be --
·7· · · · · · · · · · · MS. CARSON:· Response testimony
·8· ·would be her initial 1T.
·9· · · · · · · · · · · COMMISSIONER RENDAHL:· Yes.· So that
10· ·would be 01T.
11· · · · · · · · · · · MS. CARSON:· Okay.
12· · · · · · · · · · · COMMISSIONER RENDAHL:· My apologies.
13· · · · · · · · · · · THE WITNESS:· That's okay.
14· · · · · · · · · · · COMMISSIONER RENDAHL:· At Page 18.
15· · · · · · · · · · · THE WITNESS:· I should have it,
16· ·then, guys.· I found it, I think.
17· · · · · · · · · · · COMMISSIONER RENDAHL:· TVM-01T, at
18· ·18.
19· · · · · · · · · · · THE WITNESS:· Mm-hmm.
20· · · · · · · · · · · COMMISSIONER RENDAHL:· Starting at
21· ·Line 16.· And this is about the difference of opinion
22· ·about whether the charge for the third-party launch
23· ·service in addition to the Port Angeles expense charge
24· ·would result in double charging essentially.
25· · · · · · · · · · · THE WITNESS:· Yes.· Yes.
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·1· · · · · · · · · · · COMMISSIONER RENDAHL:· So can you

·2· ·explain how there would be no duplication of charges to

·3· ·customers when charged both for the Port Angeles

·4· ·expense charge and for the third-party launch service.

·5· · · · · · · · · · · THE WITNESS:· Both would be charged
·6· ·to the ratepayer.· But the reason is, the way that --
·7· ·there's no way to anticipate when a pilot boat will go
·8· ·down or when a third-party launch may be needed in Port
·9· ·Angeles.· So we can't very well make an adjustment for
10· ·that.
11· · · · So what we've done is take all of the embarkations
12· ·and disembarkations in Port Angeles and determined the
13· ·total expenses for Port Angeles, and this -- so we've
14· ·divided the total Port Angeles expenses by total
15· ·embarkations and disembarkations for the test year to
16· ·determine our rate.
17· · · · Those expenses need to be recovered every time an
18· ·embarkation or disembarkation is done, is -- is --
19· ·occurs because that is how this rate is calculated to
20· ·recover those costs.
21· · · · This is how the rate was originally created back
22· ·in the day, as I understand it.· We're just updating it
23· ·because it's currently underrecovering those costs.
24· · · · The third-party launch issue.· Every port in
25· ·Washington that PSP serves, the third-party launch is
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·1· ·invoiced directly to the ratepayer.· We -- and that is
·2· ·how it was -- it was done in Port Angeles prior to UTC
·3· ·regulation.· Third-party launch gets billed directly to
·4· ·the ratepayer.· PSP does not get bills for third-party
·5· ·launch.
·6· · · · In Port Angeles, they don't -- ratepayers don't
·7· ·normally get third-party launch invoices because
·8· ·there's pilot boats available at the pilot station.
·9· ·But that is not always the case.· Things happen outside
10· ·our control.
11· · · · PSP is simply asking that they continue to recover
12· ·their costs for every embarkation/disembarkation and
13· ·that the third-party launch service be billed directly
14· ·to the ratepayer just like in every other port, just
15· ·like it's always been done until recently.
16· · · · So if we want to change the way the rate is set up
17· ·to recover those expenses, we would need to consider
18· ·that.· Otherwise, they would be underrecovering those
19· ·expenses by not charging that.
20· · · · · · · · · · · COMMISSIONER RENDAHL:· Okay.· So but
21· ·part of what PSP is asking for in this case is to
22· ·specifically identify the PSP -- that the Port Angeles
23· ·expenses -- which include the cost of operating pilot
24· ·boats, correct?
25· · · · · · · · · · · THE WITNESS:· Yes, that's one piece
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·1· ·of it, yes.
·2· · · · · · · · · · · COMMISSIONER RENDAHL:· Right.
·3· ·That's one piece of it.
·4· · · · So if a pilot boat is not operating, you don't
·5· ·have those operating expenses for that pilot boat, so
·6· ·that is the question, I think, of why this would not be
·7· ·double recovering those operating expenses by
·8· ·charging --
·9· · · · · · · · · · · THE WITNESS:· So PS- --
10· · · · · · · · · · · COMMISSIONER RENDAHL:· --
11· ·additionally for the -- for the third-party launch.
12· · · · · · · · · · · THE WITNESS:· Mm-hmm.· PSP only ever
13· ·operates one pilot boat at a time.· They have two for
14· ·redundancy.· So basically, like I said, the way we have
15· ·set it up, these expenses to be recovered over a
16· ·certain number of embarkations and dis- -- pilot
17· ·transfers, was what we can call them, so for every
18· ·pilot transfer, we need to recover $700 or whatever it
19· ·is to recover all of the expenses for Port Angeles,
20· ·which includes the station, the employee salaries, and
21· ·everything else.· It's all identified in the exhibit.
22· · · · But those expenses still have to be recovered even
23· ·though a pilot boat isn't being used, because it's
24· ·still embar- -- embar- -- a pilot transfer.· So -- and
25· ·it's normal operating procedures at PSP to not be
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·1· ·invoiced for third-party service.· The ratepayers
·2· ·invoice for third-party services.
·3· · · · There was some issues previously.· That's part of
·4· ·the why we wanted to change the update, the name of
·5· ·this charge, to the Port Angeles expense charge from
·6· ·the pilot boat charge, because it isn't specific to a
·7· ·pilot boat.· It's just a single charge that is
·8· ·recovering Port Angeles expenses, some of which are
·9· ·pilot boat expenses, regardless of whether or not a
10· ·third-party launch is used.
11· · · · · · · · · · · COMMISSIONER RENDAHL:· Thank you.  I
12· ·have no further questions, but my colleagues may have
13· ·other questions.
14· · · · · · · · · · · CHAIR RYBARIK:· Got one more
15· ·question for you.· You might not want to dispense with
16· ·that Van Meter testimony just quite yet, though I don't
17· ·think you'll need it.· It relates to the portable pilot
18· ·unit purchases.
19· · · · · · · · · · · THE WITNESS:· Okay.
20· · · · · · · · · · · CHAIR RYBARIK:· So I don't think
21· ·we've gotten into this subject matter quite yet today.
22· ·But want to just kind of make sure I understand.· In
23· ·your rebuttal testimony -- this is 9T.
24· · · · · · · · · · · THE WITNESS:· Mm-hmm.
25· · · · · · · · · · · CHAIR RYBARIK:· AML-9T, Pages 35
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·1· ·through 37.· You provide some feedback on staff's
·2· ·proposed depreciation expense.
·3· · · · Can you just outline for me kind of what's the --
·4· ·what's the dispute here regarding staff's adjustment,
·5· ·meaning how their depreciation expense adjustment
·6· ·relates to lease payments contained in other accounts.
·7· · · · · · · · · · · THE WITNESS:· Mm-hmm.
·8· · · · · · · · · · · MS. CARSON:· If I could just
·9· ·interrupt for a moment.· We do have a settlement now on
10· ·the capital expenditures, and the PPUs are included in
11· ·that settlement.
12· · · · · · · · · · · CHAIR RYBARIK:· I've got some
13· ·questions on that as well.· I recognize there's a
14· ·settlement panel, but I do want to get witness LaRue's
15· ·take on this specific issue just to make sure I
16· ·understand if there is any dispute remaining.
17· · · · · · · · · · · MS. CARSON:· Okay.· And I guess my
18· ·only point is that technically the position is now the
19· ·settlement position, not the rebuttal position, for the
20· ·record, once there's a settlement.
21· · · · · · · · · · · CHAIR RYBARIK:· My next questions
22· ·are going to make even more sense when we get there.
23· · · · · · · · · · · THE WITNESS:· Okay.
24· · · · · · · · · · · CHAIR RYBARIK:· So is there any
25· ·dispute at this point between staff's position on the
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·1· ·depreciation expense and the lease payments?
·2· · · · · · · · · · · THE WITNESS:· Ms. Van Meter
·3· ·disallowed the inclusion of the 2027 PPU expenses,
·4· ·which meant purchasing of them, financing of them, the
·5· ·depreciation of those.· But when the adjustment was
·6· ·made, she removed all expenses related to PPUs, even
·7· ·previously authorized expenses for the 2023 PPUs.· That
·8· ·was my biggest dispute.
·9· · · · We -- we are including the 2027 PPUs in the
10· ·settlement, but that was my remaining issue, was that
11· ·the 531,000, I believe, about, for the 2023 PPU should
12· ·be fully recoverable for PSP.
13· · · · · · · · · · · CHAIR RYBARIK:· And so good segue
14· ·into the next question, which was:· Does the inclusion
15· ·of the 2027 PPUs in the capital plan as part of the
16· ·settlement affect that position of PSP at all?
17· · · · · · · · · · · THE WITNESS:· No.· Because since the
18· ·2023 PPU expense was authorized, these are not leases
19· ·anymore.· These -- in the first case, PPUs were handled
20· ·as leases, and that has stopped, so they are purchased.
21· ·And they should be allowed to fully recover the
22· ·expenses for the 2023 PPUs.· The 2027 PP- -- which will
23· ·be fully recovered next year.
24· · · · The 2027 PPUs will be covered through the
25· ·surcharges in the settlement.· And so that's partly why
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·1· ·we're in agreement of the 2027 PPUs coming out of the
·2· ·case.
·3· · · · · · · · · · · CHAIR RYBARIK:· And then I think I
·4· ·know the answer to this given that context, but you did
·5· ·file some revisions on the adjustments.· It was P18r
·6· ·and P24r in your rebuttal testimony.
·7· · · · Are any further adjustments needed considering the
·8· ·settlement, or do those adjustments remain as they were
·9· ·stated?
10· · · · · · · · · · · THE WITNESS:· No, I think Ms. Van
11· ·Meter went from, you know, the beginning straight to
12· ·the end.· And I felt like she missed a few steps in
13· ·between.· Adjusting test year amounts is what's normal,
14· ·and I just wanted to make that clear since we weren't
15· ·disputing the entire adjustment and just part of it.
16· ·So that's -- I wanted to make sure that the adjustments
17· ·were clear in what we were doing.· No further
18· ·adjustments should be needed.
19· · · · · · · · · · · CHAIR RYBARIK:· Post-settlement, no
20· ·adjustments are needed to those?
21· · · · · · · · · · · THE WITNESS:· Correct.
22· · · · · · · · · · · CHAIR RYBARIK:· Very good.· Thank
23· ·you.
24· · · · · · · · · · · JUDGE FUKANO:· Any further questions
25· ·from the bench for this witness?
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·1· · · · Thank you.
·2· · · · · · · · · · · COMMISSIONER RENDAHL:· No.
·3· · · · · · · · · · · JUDGE FUKANO:· You are excused.
·4· · · · · · · · · · · · · · ·(Witness excused.)
·5
·6· · · · · · · · · · · JUDGE FUKANO:· Our next witness
·7· ·would be Captain Klapperich.· But I see that the
·8· ·estimated cross for this witness is about an hour, and
·9· ·we are currently at 4:45.· So this appears to be a
10· ·reasonable place to pause and adjourn for today.
11· · · · Are there any other matters that we should address
12· ·from any of the parties before we adjourn today?
13· · · · And for the record, I know that there were several
14· ·exhibits that were reserved on for purpose of ruling at
15· ·the time that they were at the beginning of today's
16· ·hearing.· I understand that they have been referred to
17· ·in the course of cross-examination, but I did not hear
18· ·any motion to admit those exhibits, and I wanted to
19· ·clarify that is the understanding of all parties.
20· · · · · · · · · · · MS. DeLAPPE:· That they are
21· ·admitted -- I'm so sorry.· So I apologize for missing
22· ·that step.· But my understanding is that, of all the
23· ·exhibits that were objected to, the two that were
24· ·deemed excluded on objections were IC-41 and IC-43 at
25· ·the end of the day, with the rest deemed admitted.
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·1· · · · · · · · · · · MS. CARSON:· If I might respond to
·2· ·that.· That is not our interpretation of it.· They were
·3· ·never asked to be admitted into the record.· They were
·4· ·referred to, but that doesn't make them admissible into
·5· ·the record.· So I think that's an important step.
·6· · · · · · · · · · · JUDGE FUKANO:· That was also my
·7· ·understanding at this point, that there was no motion,
·8· ·that they were referred to for purpose of illustration,
·9· ·so I wanted to offer an opportunity to clarify that.
10· · · · · · · · · · · MS. DeLAPPE:· Thank you.
11· · · · I would at this time like to make a motion, then,
12· ·to admit Exhibit 40X and -- excuse me.· Let me look at
13· ·the full list.· And I apologize.· I'm often practicing
14· ·before another State agency where the procedures are a
15· ·little different.
16· · · · So Exhibit 40X, Exhibit AML-23X, Exhibit 24 --
17· ·AML-24X, Exhibit AML-25X, and Exhibit --
18· ·Exhibits AML-26X and AML-27X, as I laid foundation for
19· ·each of those with the witnesses, and their testimony
20· ·about those exhibits are now in the transcript.
21· · · · · · · · · · · JUDGE FUKANO:· And response from
22· ·PSP?
23· · · · · · · · · · · MS. CARSON:· We renew our
24· ·objections.· The fact that they were referred to does
25· ·not mean that she established foundation for them.· And
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·1· ·at this point in time it's -- seems late to try to
·2· ·reargue these.· I mean, we can go back and have the
·3· ·argument again, but the time to do that was when the
·4· ·witness was on the stand.
·5· · · · · · · · · · · JUDGE FUKANO:· I think since we are
·6· ·addressing it now, it's reasonable to address the
·7· ·remaining exhibits.· I do agree that two of the
·8· ·exhibits were rejected in their use at the time, but
·9· ·let's proceed with the individual exhibits.
10· · · · I believe IC-41X and IC-30 -- 43X were -- had
11· ·sustained objections to their use, so those will be
12· ·deemed excluded.
13· · · · · · · · · · · · · · ·(Exhibit Nos. IC-41X and
14· · · · · · · · · · · · · · · IC-43X rejected.)
15
16· · · · · · · · · · · JUDGE FUKANO:· Regarding IC-40X, I
17· ·believe that the witness did discuss the fact that he
18· ·reviewed the data request and was able to adequately
19· ·explain the calculations, so I will admit IC-40X to the
20· ·record.
21· · · · · · · · · · · · · · ·(Exhibit No. IC-40X
22· · · · · · · · · · · · · · · admitted.)
23
24· · · · · · · · · · · JUDGE FUKANO:· For -- turning to
25· ·AML-23X, this was testimony from staff Witness
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·1· ·Ms. Kermode.· I do believe that there was an objection
·2· ·during this reference or to further questioning.· So I
·3· ·will sustain the objection to the statements that were
·4· ·made or to the -- to the admission of this exhibit.
·5· · · · · · · · · · · MS. DeLAPPE:· May I just interject
·6· ·on that.· This exhibit was referred to in two -- sorry.
·7· · · · · · · · · · · JUDGE FUKANO:· Ah.
·8· · · · · · · · · · · MS. DeLAPPE:· It's a lot to do at
·9· ·once.
10· · · · This exhibit was used in two places.· And while I
11· ·agree that there was an objection in the second place
12· ·with respect to the amount of unfunded retirement
13· ·obligations, it was also discussed with the witness
14· ·with respect to the negative equity balance that PSP
15· ·has.
16· · · · · · · · · · · JUDGE FUKANO:· And do you have
17· ·citations to where the witness's testimony refers to
18· ·this material?
19· · · · · · · · · · · MS. DeLAPPE:· Yes.
20· · · · So that was -- the citation was -- let's see.· The
21· ·page number.· Let's see.· 23X.· It was with regards to
22· ·the equity.· And I'll have to pull -- I just closed my
23· ·exhibit, so I'll have to pull that up, but it should
24· ·just take me a moment, because I highlighted the
25· ·relevant passage.
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·1· · · · · · · · · · · MR. STARKEY:· Your Honor, if we can
·2· ·make a point in terms of our objection here.· I think
·3· ·the objection is that it's being used in particular to
·4· ·establish the amount in question here.· That's what was
·5· ·objected to, is that witness -- the witnesses that were
·6· ·questioned did not have the background.· They didn't
·7· ·have the data behind it.· And that's what they're
·8· ·trying to get it in for.
·9· · · · I think using it for just referencing it is
10· ·different than establishing foundation, which we don't
11· ·believe was done.
12· · · · · · · · · · · MS. DeLAPPE:· Exhibit AML-23X,
13· ·Page 11 of the exhibit numbering, which we clarified
14· ·during testimony was Page 8 of the original Exhibit
15· ·DPK-1T numbering that discussed at Lines 14 through 18
16· ·the current balance of PSP's equity account being
17· ·negative and the absence of positive equity balance.
18· · · · · · · · · · · JUDGE FUKANO:· And do you have the
19· ·citations -- you said that the witness LaRue referred
20· ·to this material in her testimony?
21· · · · · · · · · · · MS. DeLAPPE:· I'm sorry.· I'm saying
22· ·that Ms. LaRue did discuss equity as we established in
23· ·our cross-examination with respect to Bench Request --
24· ·Bench Exhibit 1, and she agreed with the statements
25· ·that Mr. Kermode made in this exhibit at Lines 14 and
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·1· ·the second statement starts at Line 16 of Page 11 of
·2· ·this exhibit.
·3· · · · · · · · · · · MR. STARKEY:· We would object to the
·4· ·characterization that she agreed with it.· I think she
·5· ·agreed that the words were there.· But I don't think
·6· ·she agreed.
·7· · · · · · · · · · · MS. DeLAPPE:· I would let the
·8· ·transcript speak for itself on that.
·9· · · · · · · · · · · JUDGE FUKANO:· My recollection is
10· ·that the witness did agree about the negative equity
11· ·balances on the adjusted -- regulatory adjusted
12· ·accounts for PSP.· And so that does appear to be within
13· ·the witness's scope of testimony, and I will admit
14· ·AML-23X but acknowledge PSP's objection that, you know,
15· ·the relative weight to the numbers will be afforded the
16· ·weight it is due based on the foundation that has been
17· ·laid on this record.
18· · · · · · · · · · · · · · ·(Exhibit No. AML-23X
19· · · · · · · · · · · · · · · admitted.)
20
21· · · · · · · · · · · JUDGE FUKANO:· Turning to AML-24X.
22· ·I don't recall.· Was this referred to in cross with
23· ·this witness?
24· · · · · · · · · · · MS. DeLAPPE:· It was with respect
25· ·to -- my recollection is that it was.· It should have
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·1· ·been.· I think I might have accidentally missed it.· So
·2· ·I will have to cede this one.· Thank you.
·3· · · · · · · · · · · JUDGE FUKANO:· And this one will not
·4· ·be admitted to the record, so that one is rejected.
·5· · · · · · · · · · · · · · ·(Exhibit No. AML-24X
·6· · · · · · · · · · · · · · · rejected.)
·7
·8· · · · · · · · · · · JUDGE FUKANO:· Turning to AML-25X.
·9· ·There was an objection to this reference at the time
10· ·that it was used, that I believe was sustained.· So I
11· ·will maintain that rejection at this time.
12· · · · Now to AML-26X.· I believe this one was also
13· ·objected to.· Am I correct in that recollection?
14· · · · · · · · · · · MR. STARKEY:· And, Your Honor, I
15· ·believe -- and I apologize.· I think I mistook argument
16· ·on 23 with 26.· So I do apologize on that.
17· · · · But I think that our objection still stands for
18· ·26, which dealt with an actuarial accountant here, and
19· ·Ms. LaRue is not an actuary, and it is outside the
20· ·scope of her direct and rebuttal.
21· · · · · · · · · · · JUDGE FUKANO:· And any response from
22· ·PMSA?
23· · · · · · · · · · · MS. DeLAPPE:· I apologize.· I'm a
24· ·little -- I'm a little confused about which exhibit
25· ·we're on now.· Sorry.
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·1· · · · · · · · · · · JUDGE FUKANO:· I believe we're
·2· ·referring to AML-26X.
·3· · · · · · · · · · · MS. DeLAPPE:· So, yes, the testimony
·4· ·of Mr. Wood.· That does -- that's fine.· I understand
·5· ·that that was objected to.
·6· · · · · · · · · · · JUDGE FUKANO:· Very good.· And that
·7· ·will also be rejected.
·8· · · · · · · · · · · · · · ·(Exhibit No. AML-26X
·9· · · · · · · · · · · · · · · rejected.)
10
11· · · · · · · · · · · JUDGE FUKANO:· And I suppose just to
12· ·clarify the record on my prior question, referring to
13· ·AML-25X, I believe that was also objected to at the
14· ·time it was used?
15· · · · · · · · · · · MS. DeLAPPE:· I do not believe it
16· ·was.· And we discussed three long-form financial
17· ·exhibits.· That was the -- and foundation was
18· ·thoroughly laid that she is familiar with Ms. Norris's
19· ·work for the financial statements, and it was not used
20· ·for any purpose except for comparing a specific
21· ·statement that was in all three.
22· · · · · · · · · · · JUDGE FUKANO:· Okay.· I apologize.
23· ·I believe I may have mixed up 25X and 26X in my
24· ·recollection, so...
25· · · · · · · · · · · MS. DeLAPPE:· Understood.
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·1· · · · · · · · · · · JUDGE FUKANO:· One moment, please.
·2· · · · · · · · · · · MR. STARKEY:· We would agree with
·3· ·that characterization, Your Honor.
·4· · · · · · · · · · · JUDGE FUKANO:· In which case 25X
·5· ·will be deemed admitted, subject to weight based on the
·6· ·foundation.
·7· · · · · · · · · · · · · · ·(Exhibit No. AML-25X
·8· · · · · · · · · · · · · · · admitted.)
·9
10· · · · · · · · · · · JUDGE FUKANO:· And apologies for the
11· ·confusion, but I'm glad we're able to clarify this now.
12· · · · And then last is AML-27X.
13· · · · · · · · · · · MS. DeLAPPE:· And that was the
14· ·presentation that was for Ms. Norris.
15· · · · · · · · · · · JUDGE FUKANO:· And any response from
16· ·PSP?
17· · · · · · · · · · · MR. STARKEY:· I think there was a
18· ·very limited Q&A on it.· To the extent it's admitted,
19· ·we would ask that it be admitted on that limited
20· ·purpose.· But I don't believe there was an objection to
21· ·that one Q&A, or maybe two.
22· · · · · · · · · · · JUDGE FUKANO:· I don't believe there
23· ·was either.· So, yes, for the limited purpose that it
24· ·was introduced, then we will -- it will be deemed
25· ·admitted.
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·1· · · · · · · · · · · · · · ·(Exhibit No. AML-27X
·2· · · · · · · · · · · · · · · admitted.)
·3
·4· · · · · · · · · · · JUDGE FUKANO:· And so then for
·5· ·clarity, I'd just like to go through these to make sure
·6· ·that I've properly transcribed these.
·7· · · · IC-40X is admitted.· IC-41X was rejected.· IC-43X
·8· ·was rejected.· AML-23X was admitted.· AML-24X was
·9· ·rejected.· AML-25X was admitted.· AML-26X was rejected.
10· ·And AML-27X is admitted.
11· · · · I'm seeing nods in agreement, so I believe we have
12· ·a clear record on this matter.
13· · · · Is there anything else to address before we
14· ·adjourn today from any of the parties?
15· · · · Hearing nothing.· Then thank you for your
16· ·participation today.· We are adjourned for today.· We
17· ·will resume tomorrow at 9 a.m.
18· · · · We are off the record.
19· · · · · · · · · · · · · · ·(Proceedings adjourned at
20· · · · · · · · · · · · · · · 4:59 p.m.)
21
22
23
24
25
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·1· ·STATE OF WASHINGTON )· · ·I, John M. S. Botelho, CCR, RPR,
· · · · · · · · · · · · ·) ss· a certified court reporter
·2· ·County of Pierce· · )· · ·in the State of Washington, do
· · · · · · · · · · · · · · · ·hereby certify:
·3
·4
· · · · · That the foregoing proceedings were conducted in my
·5· ·presence and adjourned on March 16, 2026, and thereafter
· · ·were transcribed under my direction; that the transcript is
·6· ·a full, true and complete transcript of the said proceedings
· · ·and was transcribed to the best of my ability;
·7
· · · · · That I am not a relative, employee, attorney or counsel
·8· ·of any party to this action or relative or employee of any
· · ·such attorney or counsel and that I am not financially
·9· ·interested in the said action or the outcome thereof;
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                  Pilotage Rate Review

 4                Committee Report of the

                  Florida Board of Pilotage

 5                Commissioners dated

                  January 13, 2025, and

 6                Financial Statements as

                  of December 31, 2021, for

 7                the Key West Pilots.

 8   RLS-12       Chow Test (Structural          60

                  Break) – Fully Auditable

 9                Workbook in Native Excel

                  Format.

10

     RLS-13       Post Recovery Observed         60

11                Range 2023-2025 in Native

                  Excel Format.

12

     RLS-14       Tampa Port Authority, et       60

13                al., Petitioners vs.

                  Pilotage Rate Review

14                Committee and Tampa Bay

                  Pilots Association,

15                Respondents, FL DOAH

                  Case No. 23-3937, August

16                2024 (the "Cohen FL

                  Report") produced in

17                PMSA's response to PSP

                  Data Request No. 18.

18

     RLS-15       Combined Transcripts of        60

19                Deposition of Dr. Stephen

                  Cohen in Florida DOAH

20                Case No. 23-3937 produced

                  in PMSA's response to PSP

21                Data Request No. 18.

22   RLS-16T      (Struck per Order 04.)                 X

     Struck per

23   Order 04

24   RLS-17       (Struck per Order 04.)                 X

     Struck per

25   Order 04

0019

 1          PUGET SOUND PILOTS EXHIBIT INDEX (Continuing)

 2      EXHIBIT   DESCRIPTION                  ADMIT  REJECT

 3   RLS-18       (Struck per Order 04.)                 X

     Struck per

 4   Order 04

 5   RLS-19       (Struck per Order 04.)                 X

     Struck per

 6   Order 04

 7   RLS-20       (Struck per Order 04.)                 X

     Struck per

 8   Order 04

 9   RLS-21       (Struck per Order 04.)                 X

     Struck per

10   Order 04

11   ** Cross-Examination Exhibits **

12   RLS-22X      PSP Responses to PMSA DR       60

                  Nos. 103, 106, 107, 108,

13                109, 110, 111, 112, 113,

                  114.

14

     ** Walter S. Tabler **

15

     WST-1T       Prefiled Rebuttal              60

16                Testimony of Walter S.

                  Tabler.

17

     WST-2        Memorandum and Agreement       60

18                Between the Puget Sound

                  Steamship Operators

19                Association, Inc., and

                  the Port Angeles Pilots

20                on Pension Expenses (Dec.

                  5, 1983).

21

     WST-3        1982 Port Angeles Pilots       60

22                Association Pension

                  Program.

23

     WST-4        December 10/11/1987 Board      60

24                of Pilotage Commissioners

                  Meeting Minutes.

25

0020

 1          PUGET SOUND PILOTS EXHIBIT INDEX (Continuing)

 2      EXHIBIT   DESCRIPTION                  ADMIT  REJECT

 3   WST-5        Memorandum of                  60

                  Understanding for

 4                The Puget Sound Pilotage

                  District between Arco

 5                Marine, Inc., Puget Sound

                  Pilots and Puget Sound

 6                Steamship Operators

                  Association, Inc. (Apr.

 7                10, 1996).

 8   WST-6        Joint Proposal and MOU         60

                  for Tariff Adjustments,

 9                Puget Sound Pilotage

                  District (May 10, 2001).

10

     WST-7        May 10, 2001 Board of          60

11                Pilotage Commissioners

                  Meeting Minutes.

12

     WST-8        May 11, 2006 Board of          60

13                Pilotage Commissioners

                  Meeting Minutes.

14

     WST-9        March 13, 1975, Board of       60

15                Pilotage Commissioners

                  Tariff.

16

     WST-10       November 22, 2004, Puget       60

17                Sound Steamship Operators

                  Association Letter.

18

     ** Jorge J. Viso **

19

     JJV-1T       Prefiled Rebuttal              60

20                Testimony of Jorge J.

                  Viso.

21

     JJV-2        Jorge J. Viso Biography.       60

22

     JJV-3        List of APA-Member Pilot       60

23                Associations.

24   JJV-4        List of Pilotage               60

                  Observations.

25

0021

 1          PUGET SOUND PILOTS EXHIBIT INDEX (Continuing)

 2      EXHIBIT   DESCRIPTION                  ADMIT  REJECT

 3   JJV-5        NTSB Marine Investigation      60

                  Report MIR-25-40,

 4                November 18, 2025.

 5   JJV-6        ClassNK Register entry         60

                  for Evergreen M-class

 6                vessel Ever Mach.

 7   JJV-7        Interim Stipulation for        60

                  Value, U.S. District

 8                Court, District of

                  Maryland, Case

 9                1:24-cv-00941-JKB, April

                  1, 2024.

10

     JJV-8        Maryland Matters,              60

11                November 17, 2025.

12   JJV-9        Pilot's Report of Marine       60

                  Safety Occurrence (MSO),

13                August 20, 2025.

14

15

16                  COMMISSION STAFF EXHIBIT INDEX

17      EXHIBIT   DESCRIPTION                  ADMIT  REJECT

18   ** Scott Sevall **

19   SS-1Trr      2nd Revised Testimony of       60

                  Scott Sevall.

20

     SS-2r        Revised Revenue                60

21                Requirement.

22   SS-3         Historical Average             60

                  Assignment Model.

23

     SS-4r        Revised Rate Design            60

24                Model.

25

0022

 1           COMMISSION STAFF EXHIBIT INDEX (Continuing)

 2      EXHIBIT   DESCRIPTION                  ADMIT  REJECT

 3   SS-5r        Revised TDNI/DNI Salary        60

                  Survey Analysis.

 4

     SS-6         NRTA Pension                   60

 5                Contributions.

 6   SS-7         BPC Summary – Number of        60

                  Pilots.

 7

     SS-8Trr      2nd Revised Cross-             60

 8                Answering Testimony of

                  Scott Sevall.

 9

     SS-9rr       3rd Revised Revenue            60

10                Requirement.

11   SS-10rr      3rd Revised Rate Design.       60

12   SS-11        (Struck per Order 04.)                 X

     Struck per

13   Order 04

14   SS-12        Revised Target                 60

                  Assignment.

15

     SS-13        (Struck per Order 04.)                 X

16   Struck per

     Order 04

17

     ** Cross-Examination Exhibits **

18

     SS-14X       Staff's Response to PSP's      60

19                DR 29.

20   SS-15X       Staff Response to PSP DR       60

                  No. 29.

21

     SS-16X       Staff Response to PMSA DR      60

22                Nos. 1-23.

23   ** Tiffany Van Meter **

24   TVM-1T       Testimony of Tiffany Van       60

                  Meter.

25

0023

 1           COMMISSION STAFF EXHIBIT INDEX (Continuing)

 2      EXHIBIT   DESCRIPTION                  ADMIT  REJECT

 3   TVM-2        Staff's Transportation         60

                  Analysis.

 4

     TVM-3        Puget Sound Pilots             60

 5                Response to Staff DR

                  No. 7.

 6

     TVM-4C       Invoice – Seda Markarova,      60

 7                LLC, to Puget Sound

                  Pilots.

 8

     TVM-5        Invoice – Fife Maritime,       60

 9                Inc., to Puget Sound

                  Pilots.

10

     TVM-6        Invoice – PerryCook            60

11                Flight Services, LLC, to

                  Puget Sound Pilots.

12

     TVM-7T       Cross-Answering Testimony      60

13                of Tiffany Van Meter.

14   TVM-8        CPI Inflation                  60

                  Calculation.

15

     ** Cross-Examination Exhibits **

16

     TVM-9X       PSP Responses to PMSA DR       60

17                No. 3 and attachments.

18   TVM-10X      Staff Response to PMSA DR      60

                  Nos. 24-33 and attachment

19                to No. 33.

20

21

22

23

24

25

0024

 1              PACIFIC MERCHANT SHIPPING ASSOCIATION

                            EXHIBIT INDEX

 2

        EXHIBIT   DESCRIPTION                  ADMIT  REJECT

 3

     ** Captain Michael Moore **

 4

     MM-1Tr       Revised Testimony of           60

 5   [Revision    Captain Michael Moore.

     to page

 6   216 not

     Granted]

 7

     MM-2         Capt. Michael Moore            60

 8                Curriculum Vitae.

 9   MM-3         Revenue Requirement            60

                  Comparisons 2021-2024.

10

     MM-4         PSP Response to PMSA Data      60

11                Request No. 45.

12   MM-5         PSP Response to PMSA Data      60

                  Request No. 98.

13

     MM-6         PSP Operating Expenses         60

14                vs. Total Revenues.

15   MM-7         PSP 2024 Audited               60

                  Long-Form Financial.

16

     MM-8         PSP 2023 Audited               60

17                Long-Form Financial.

18   MM-9         Puget Sound Pilot Bylaws       60

                  Revised November.

19

     MM-10        PSP Response to PMSA Data      60

20                Request No. 102.

21   MM-11        BPC Examination Results        60

                  Worksheet.

22

     MM-12        US BLS Occupational            60

23                Employment and Wages,

                  Washington State, May

24                2021, SOC 53-5021

                  "Captains, Mates, and

25                Pilots of Water Vessels."
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 1              PACIFIC MERCHANT SHIPPING ASSOCIATION

                      EXHIBIT INDEX (Continuing)

 2

        EXHIBIT   DESCRIPTION                  ADMIT  REJECT

 3

     MM-13        US BLS Occupational            60

 4                Employment and Wages,

                  Washington State, May

 5                2024, SOC 53-5021

                  "Captains, Mates, and

 6                Pilots of Water Vessels."

 7   MM-14        BLS 90th Percentile:  PSP      60

                  DNI Ratios.

 8

     MM-15        WSF Collective Bargaining      60

 9                Agreement.

10   MM-16        WSF:  PSP DNI Ratios.          60

11   MM-17        WSF Collective Bargaining      60

                  Agreement (Exh. MM-28,

12                TP-220513) (2021-2023).

13   MM-18        PSP Response to PMSA Data      60

                  Request No. 94.

14

     MM-19        Average Bridge Hours per       60

15                Assignment 2018-2024.

16   MM-20        Heuer v. Comm'r, 32 T.C.       60

                  947 (1959).

17

     MM-21        Steinhort v. Comm'r, 335       60

18                F.2d 496 (5th Cir. 1964).

19   MM-22        Transportation Expense         60

                  Worksheet.

20

     MM-23r       Revised MXPS Arrivals          60

21                Correlation with PSP

                  Assignments.

22

     MM-24        20-Year Vessel Projection      60

23                Analysis.

24   MM-25r       Revised 10-Year Vessel         60

                  Projection Analysis.

25

0026

 1              PACIFIC MERCHANT SHIPPING ASSOCIATION

                      EXHIBIT INDEX (Continuing)

 2

        EXHIBIT   DESCRIPTION                  ADMIT  REJECT

 3

     MM-26r       Revised 5-Year Vessel          60

 4                Projection Analysis.

 5   MM-27        AAL Worksheet.                 60

 6   MM-28r       Revised Number of Pilots       60

                  Worksheet.

 7

     MM-29        DNI Worksheet.                 60

 8

     MM-30        DNI CPI BLS Calculations.      60

 9

     MM-31        TDNI Worksheet.                60

10

     MM-32r       Revised PMSA Proposed          60

11                Retirement Worksheet.

12   MM-33        PSP Retirement Program         60

                  Rules.

13

     MM-34        Transportation Adjustment      60

14                Worksheet.

15   MM-35        PSP Response to PMSA Data      60

                  Request No. 30.

16

     MM-36r       Revised Additional             60

17                Revenue Requirement

                  Positions Comparison

18                Chart.

19   MM-37        Additional Revenue             60

                  Requirement Summary –

20                Attachment A.

21   MM-38        AAL Inefficiency               60

                  (2021-2024).

22

     MM-39        2024 Efficiency Analysis.      60

23

     MM-40r       Revised Revenue Per            60

24                Assignment Worksheet.

25

0027

 1              PACIFIC MERCHANT SHIPPING ASSOCIATION

                      EXHIBIT INDEX (Continuing)

 2

        EXHIBIT   DESCRIPTION                  ADMIT  REJECT

 3

     MM-41        PMSA Summary Analysis of       60

 4                PSP Data Request No. 118.

 5   MM-42        PSP Response to PMSA Data      60

                  Request No. 118.

 6

     MM-43        July 10, 2024, PMSA            60

 7                letter to BPC.

 8   MM-44        PSP Response to PMSA Data      60

                  Request No. 93.

 9

     MM-45        PSP Supplemental Response      60

10                to PMSA Data Request

                  No. 74.

11

     MM-46        PSP Response to PMSA Data      60

12                Request Nos. 7, 28, 29.

13   MM-47        PSP Response to PMSA Data      60

                  Request No. 74.

14

     MM-48        Pilot Net Income per           60

15                Association (Docket

                  TP-190976, Carlson,

16                Exh. IC-03).

17   MM-49T       Cross-Answering Testimony      60

                  of Captain Michael Moore.

18

     MM-50r       Revised Comparison of          60

19                Party Positions Summary

                  Chart.

20

     MM-51        Staff on the Attract–and–      60

21                Retain Standard (Staff

                  Response to PMSA Data

22                Request Nos. 14-20).

23   MM-52        Fair DNI Range Worksheet.      60

24   MM-53        TDNI per Assignment.           60

25

0028

 1              PACIFIC MERCHANT SHIPPING ASSOCIATION

                      EXHIBIT INDEX (Continuing)

 2

        EXHIBIT   DESCRIPTION                  ADMIT  REJECT

 3

     MM-54        Application of CPI to          60

 4                Commission-Authorized

                  DNI.

 5

     MM-55        Oregon Board of Maritime       60

 6                Pilots, 2024 Annual

                  Report.

 7

     MM-56        VEAT 2024, Vessel Entries      60

 8                and Transits for

                  Washington Waters,

 9                Washington Department of

                  Ecology.

10

     MM-57        Merchants Exchange, 2024       60

11                Annual Report.

12   MM-58        PSP Vessel Projections         60

                  (Staff Response to PMSA

13                Data Request No. 12).

14   MM-59        Marine Exchange of Puget       60

                  Sound, "Weekly Roundup,

15                January 30, 2026."

16   MM-60        "Ocean Alliance Removes        60

                  Tacoma from HTW

17                Transpacific Service,"

                  Container News, January

18                23, 2026.

19   MM-61        Uncontested PSP Operating      60

                  Expenses.

20

     MM-62        Port Angeles Expense           60

21                Charge (Staff Response to

                  PMSA Data Request

22                No. 32).

23   MM-63        Transportation Reposition      60

                  Charges (Staff Responses

24                to PMSA Data Request

                  Nos. 27-28).

25

0029

 1              PACIFIC MERCHANT SHIPPING ASSOCIATION

                      EXHIBIT INDEX (Continuing)

 2

        EXHIBIT   DESCRIPTION                  ADMIT  REJECT

 3

     MM-64        Retirement Structure –         60

 4                PERS2 (Staff Response to

                  PSP Data Request No. 6).

 5

     MM-65        General Legal (Staff           60

 6                Response to PSP Data

                  Request No. 12).

 7

     MM-66        General Consulting Ledger      60

 8                (Staff Response to PMSA

                  Data Request No. 33,

 9                Attachment Sch. 2.19).

10   MM-67        Czeisler Consulting (PSP       60

                  Response to PMSA Data

11                Request No. 120).

12   MM-68        Tabler Consulting (PSP         60

                  Response to PMSA Data

13                Request No. 121).

14   MM-69        Tabler Consulting billing      60

                  (PSP Response to Staff

15                Data Request No. 28,

                  Attachment 3).

16

     MM-70        Comparison of Attachment       60

17                A Summary to TP-220513

                  Revenue Requirement.

18

     MM-71        Settlement Testimony of        60

19                Captain Michael Moore.

20   ** Cross-Examination Exhibits **

21   MM-72X       Appendix A to Final            60

                  Order 08 in TP-220513.

22

     MM-73X       220513-PSP- Compliance         60

23                Filing-Rates-WP-8-16-23.

24

25
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 1              PACIFIC MERCHANT SHIPPING ASSOCIATION

                      EXHIBIT INDEX (Continuing)

 2

        EXHIBIT   DESCRIPTION                  ADMIT  REJECT

 3

     ** Susan Katz Hoffman **

 4

     SKH-1T       Testimony of Susan Katz        60

 5                Hoffman.

 6   SKH-2        Susan Katz Hoffman             60

                  Curriculum Vitae.

 7

     SKH-3        Pension Benefit Guaranty       60

 8                Corporation Report.

 9   SKH-4        84 Fed. Reg. 147 (July         60

                  31, 2019).

10

     SKH-5        PSP Response to PMSA           60

11                DR 004, Attachment A

                  (Aug. 24, 2024, e-mail

12                from B. McNeil).

13   SKH-6        PSP Response to PMSA           60

                  DR 001.

14

     SKH-7T       Cross-Answering Testimony      60

15                of Susan Katz Hoffman.

16   SKH-8        Staff Response to PSP          60

                  Data Request No. 6.

17

     SKH-9        Attachment to Staff            60

18                Response to PSP Data

                  Request No. 6.

19

     SKH-10       Web Page Cited in Exh.         60

20                SKH-08:  Chapter 6_

                  Contributions -

21                Department of Retirement

                  Systems.

22

     ** Jordan Royer **

23

     JR-1T        Testimony of Jordan            60

24                Royer.

25

0031

 1              PACIFIC MERCHANT SHIPPING ASSOCIATION

                      EXHIBIT INDEX (Continuing)

 2

        EXHIBIT   DESCRIPTION                  ADMIT  REJECT

 3

     JR-2         BPC Examination                60

 4                Historical Data

                  (1996-2024).

 5

     JR-3         BPC Monthly Activity           60

 6                Report, December 2024.

 7   JR-4         BPC Monthly Activity           60

                  Reports, January 2025 –

 8                November 2025.

 9   JR-5         BPC Annual Report, 2019.       60

10   JR-6         BPC Annual Report, 2020.       60

11   JR-7         BPC Annual Report, 2021.       60

12   JR-8         BPC Annual Report, 2022.       60

13   JR-9         BPC Annual Report, 2023.       60

14   JR-10        BPC Annual Report, 2024.       60

15   JR-11        BPC PSP Monthly Activity       60

                  Report, November 2023 and

16                Year to Date.

17   JR-12        BPC PSP Monthly Activity       60

                  Report, December 2023.

18

     JR-13        BPC PSP Monthly Activity       60

19                Reports, April 2022 and

                  Year to Date.

20

     JR-14        BPC PSP Monthly Activity       60

21                Report, May 2022.

22   JR-15        BPC PSP Monthly Activity       60

                  Report, June 2022.

23

     JR-16        BPC PSP Monthly Activity       60

24                Report, July 2022.

25
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 1              PACIFIC MERCHANT SHIPPING ASSOCIATION

                      EXHIBIT INDEX (Continuing)

 2

        EXHIBIT   DESCRIPTION                  ADMIT  REJECT

 3

     JR-17        BPC PSP Monthly Activity       60

 4                Report, August 2022.

 5   JR-18        BPC PSP Monthly Activity       60

                  Report, September 2022.

 6

     JR-19        BPC PSP Monthly Activity       60

 7                Report, October 2022.

 8   JR-20        BPC PSP Monthly Activity       60

                  Report, November 2022.

 9

     JR-21        BPC PSP Monthly Activity       60

10                Report, December 2022.

11   JR-22        BPC PSP Monthly Activity       60

                  Report, December 2021 and

12                Year to Date.

13   JR-23        BPC PSP Monthly Activity       60

                  Report, December 2020 and

14                Year to Date.

15   JR-24        BPC PSP Monthly Activity       60

                  Report, December 2019 and

16                Year to Date.

17   JR-25        PSP Pilots Earned Group        60

                  UTC Report (Dec. 2024).

18

     JR-26        PSP Pilots Earned Group        60

19                UTC Report (Jan. 2025).

20   JR-27        PSP Pilots Earned Group        60

                  UTC Report (Feb. 2025).

21

     JR-28        PSP Pilots Earned Group        60

22                UTC Report (Mar. 2025).

23   JR-29        PSP Pilots Earned Group        60

                  UTC Report (Apr. 2025).

24

     JR-30        PSP Pilots Earned Group        60

25                UTC Report (May 2025).
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 1              PACIFIC MERCHANT SHIPPING ASSOCIATION

                      EXHIBIT INDEX (Continuing)

 2

        EXHIBIT   DESCRIPTION                  ADMIT  REJECT

 3

     JR-31        PSP Pilots Earned Group        60

 4                UTC Report (Jun. 2025).

 5   JR-32        PSP Pilots Earned Group        60

                  UTC Report (Jul. 2025).

 6

     JR-33        PSP Pilots Earned Group        60

 7                UTC Report (Aug. 2025).

 8   JR-34        PSP Pilots Earned Group        60

                  UTC Report (Sept. 2025).

 9

     JR-35        PSP Pilots Earned Group        60

10                UTC Report (Oct. 2025).

11   JR-36        PSP Pilots Earned Group        60

                  UTC Report (Nov. 2025).

12

     JR-37        VSL Type Revenue Trend         60

13                Jan. 2023 Thru Nov. 2025.

14   ** Spencer Cohen, Ph.D. **

15   SC-01Tr      Revised Testimony of           60

                  Spencer Cohen, Ph.D.

16

     SC-2         Spencer Cohen, Ph.D.,          60

17                Curriculum Vitae.

18   SC-3         Washington State Joint         60

                  Transportation Committee

19                Report (2018).

20   SC-4         2023 WCUS Trips – All          60

                  Regions (U.S. Army Corps

21                of Engineers).

22   SC-5         Estimate International         60

                  Tonnage (U.S. Dept. of

23                Commerce).

24   SC-6         UTC Staff Pilotage             60

                  Workshop Presentation

25                (2024).
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 1              PACIFIC MERCHANT SHIPPING ASSOCIATION

                      EXHIBIT INDEX (Continuing)

 2

        EXHIBIT   DESCRIPTION                  ADMIT  REJECT

 3

     SC-7         Consumer Price Index           60

 4                Summary, U.S. Bureau of

                  Labor Statistics (Dec.

 5                18, 2025).

 6   SC-8         Seattle-Tacoma-Bellevue        60

                  Consumer Price Index

 7                (Aug. 2025).

 8   SC-9         Federal Reserve Bank of        60

                  Philadelphia's Forecast

 9                (Nov. 17, 2025).

10   SC-10T       Cross-Answering Testimony      60

                  of Spencer Cohen, Ph.D.

11

     ** John E. Veentjer **

12

     JEV-1T       Testimony of John E.           60

13                Veentjer.

14   JEV-2        Captain John E. Veentjer       60

                  Curriculum Vitae.

15

     JEV-3        Graphic showing deep           60

16                draft vessel arrivals to

                  Puget Sound ports from

17                2005 to current.

18   JEV-4        Graphic showing average        60

                  deep draft daily arrivals

19                to Puget Sound from 2005

                  through 2025.

20

     JEV-5        Spreadsheet showing data       60

21                of Puget Sound vessel

                  arrivals.

22

23

24

25
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 1                     BE IT REMEMBERED that on Monday,

 2   March 16, 2026, at 621 Woodland Square Loop

 3   Southeast, Lacey, Washington, at 9:01 a.m., the

 4   following proceedings were had, to wit:

 5

 6                       <<<<<< >>>>>>

 7

 8                     JUDGE FUKANO:  Good morning.  Let's

 9   be on the record.

10       It is Monday, March 16th, 2026.  The time is

11   approximately 9:01 a.m.  My name is Harry Fukano.

12   I'm an administrative law judge with the Washington

13   Utilities and Transportation Commission, and I'm

14   presiding in this matter along with the

15   Commissioners.

16       We are here today for the evidentiary hearing in

17   Docket TP-250574, which is captioned Washington

18   Utilities and Transportation Commission versus Puget

19   Sound Pilots.

20       Let's take short appearances, starting with the

21   company.

22                     MS. CARSON:  Good morning, Your

23   Honor, Commissioners.  I'm Sheree Strom Carson with

24   Perkins Coie representing the Puget Sound Pilots.

25                     JUDGE FUKANO:  And for Commission

0036

 1   staff.

 2                      MR. ROBERSON:  Good morning, Judge

 3   Fukano and Commissioners.  I'm Jeff Roberson, AAG.  I

 4   represent Commission staff.  And with me at counsel

 5   table is my colleague, Cassie Jones.

 6                      JUDGE FUKANO:  And for PMSA.

 7                      MS. DeLAPPE:  Good morning.  My name

 8   is Michelle DeLappe, Fox Rothschild, and I represent

 9   Pacific Merchant Shipping Association.  Thank you.

10                      MS. CARSON:  And, Your Honor, if I

11   could, Byron Starkey is also here at counsel table

12   representing Puget Sound Pilots.

13                      JUDGE FUKANO:  Thank you.

14        Let's talk about our road map for this hearing.

15   First, we will turn to evidentiary issues, including

16   the pending motions to revise and the admission of

17   prefiled exhibits and testimony.  We'll then allow for

18   brief opening statements, limited to ten minutes per

19   party, before we turn to the cross-examination of

20   witnesses.  We will plan to take a mid-morning break, a

21   lunch break from 12 to 1, and a midafternoon break.

22        I would like to remind the parties to keep their

23   microphones muted unless they are speaking and also to

24   only use video for those portions of the hearing when

25   they have a speaking role.  If you intend to speak,

0037

 1   please also remember to activate your camera for the

 2   benefit of those participating or observing virtually.

 3        In addition, please refrain from speaking over one

 4   another, as this makes it difficult for the court

 5   reporter to transcribe what is being said.  In the

 6   event of an objection, the witness should stop their

 7   response and allow the Commission to make a ruling on

 8   the objection.

 9        If you have any technical issues or you observe

10   that a party or representative has dropped off of the

11   online meeting, please mention this in the Zoom chat.

12   The Zoom chat should only be used for technical issues

13   and requests for breaks only.

14        The Commission will plan to proceed with

15   cross-examination of PSP's witnesses, followed by

16   staff, then PMSA, and concluding with the panel in

17   support of the multiparty partial settlement.

18        Do any of the parties have any objections to this

19   witness order?  Seeing none, we will proceed.

20        Are there any issues or questions before we turn

21   to the evidentiary issues and admission of exhibits?

22        All right.  I'd like to next turn to exhibits.

23   There are currently three motions to revise exhibits

24   before the Commission, one from each party.  The

25   Commission will address these motions before turning to

0038

 1   the admission of prefiled testimony and exhibits.

 2        As a general matter, the Commission will authorize

 3   a party to request -- a party's request to revise

 4   testimony when the request is made as soon as

 5   practicable after discovering the need to do so and

 6   that the revision does not prejudice other parties.

 7   The Commission may authorize revisions requested after

 8   the deadline to submit errata sheets at the time of the

 9   hearing upon a showing of good cause.

10        Let's start with PSP's motion for revision.  I

11   have reviewed PSP's motion and would like to confirm if

12   either staff or PMSA intend to take a position on PSP's

13   motion.

14                      MR. ROBERSON:  Staff has no

15   objection to the motion to revise the opening and

16   rebuttal testimonies.  There is, as I understand it, a

17   second motion out there to revise the surrebuttal

18   testimony.  I believe that's mooted with the assumption

19   that that's not going to be granted.  Staff has no

20   objection.

21                      JUDGE FUKANO:  And for PMSA.

22                      MS. DeLAPPE:  My apologies.  The

23   microphone takes a little time.

24        PMSA has no objection.  I would, however, like to

25   point out that that is -- the revision, I believe, is
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 1   in the same nature as the revisions that PMSA has

 2   requested, so it would be incongruent to grant one and

 3   not the other.  Thank you.

 4                      JUDGE FUKANO:  Thank you.

 5        And counsel for staff mentioned that there were

 6   two motions.  I understood there just to be a single

 7   motion affecting exhibits related to Carlson and LaRue.

 8                      MR. STARKEY:  My understanding is

 9   the only motion pending was the one for Carlson in

10   review and LaRue, yes.

11                      MR. ROBERSON:  Apologies.

12   Misunderstanding.  I was served with something this

13   weekend that's motion to revise the surrebuttal

14   testimony.  So my mistake.

15                      JUDGE FUKANO:  Understood.

16                      MR. STARKEY:  I can clar- -- that

17   was a typographical error in the heading of the e-mail.

18                      JUDGE FUKANO:  Thank you for that

19   clarification.

20        I understand PSP's motion to concern revision to

21   Exhibit IC-32, which according to PSP, did not properly

22   incorporate data that was originally included in

23   Exhibit IC-14 that removed assignments associated with

24   Sea Reliance articulated tug barge from PSP's

25   assignment projections.  The revisions then flow
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 1   through to other exhibits and testimony that reference

 2   IC-32 and results in a revised PSP vessel traffic

 3   calculation of 7,114 down from 7,186 by removing 72

 4   instances of assignments associated with Sea Reliance.

 5        Having reviewed these exhibits and PSP's motion

 6   and the lack of objection from other parties, the

 7   Commission will grant this motion.  It appears as

 8   though that this information was originally provided or

 9   at least identified in PSP's initial testimony, and

10   this represents a correction to make this subsequent

11   exhibit align with information originally provided with

12   associated flow-through corrections.  So the Commission

13   finds that these revisions would be reasonable and are

14   unlikely to prejudice any party and therefore grants

15   this motion.

16        I have reviewed staff's motion.  Turning to

17   staff's motion, I have reviewed staff's motion and

18   would like to confirm if PMSA or PSP intends to take

19   any position on staff's motion.  I do note that Order 4

20   issued at the end of last week affected some of the

21   exhibits that staff proposes to revise in this motion

22   and wanted to clarify that any ruling today would be

23   subject to the determinations in Order 04.

24                      MS. DeLAPPE:  PMSA has no objection.

25                      MR. STARKEY:  PSP has no objection.
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 1                      JUDGE FUKANO:  Given the lack of

 2   objection from other parties and having reviewed

 3   staff's motion, the Commission -- the Commission

 4   intends to grant staff's motion.  Staff identified

 5   three categories of revisions that it seeks to

 6   incorporate into its testimony and exhibits.  One is

 7   based on a CPI error revision.  The second concerns

 8   attorney fees.  And the third concerns a matter

 9   regarding expenses related to the San Francisco Bar

10   Pilots.

11        I should clarify that while the Commission intends

12   to grant this motion, the Commission's ruling in

13   Order 4 largely moots the revision concerning the San

14   Francisco Bar Pilots, as I believe that is a revision

15   to Exhibit SS-11, which has since been struck.  And so

16   the revisions that would have flowed through from SS-11

17   will not be revised, and the related exhibits will not

18   be revised, because those matters -- those exhibits and

19   materials have been struck.  So subject to the

20   determination of Order 4, the Commission grants staff

21   's motion.

22        Turning to PMSA's motion, I have reviewed PMSA's

23   motion and PSP's opposition to specific proposed

24   revisions and would like to confirm if staff intends to

25   take any position on PMSA's motion.
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 1                      MR. ROBERSON:  Staff has no

 2   objection.

 3                      JUDGE FUKANO:  Apologies.

 4                      COMMISSIONER RENDAHL:  Judge Fukano,

 5   I have a question for you.

 6                      JUDGE FUKANO:  Yes.

 7                      COMMISSIONER RENDAHL:  In the

 8   Commission's Order 04, I think we recognize that some

 9   of the exhibits that were subject to the motion to

10   strike included other information besides the

11   information that was of concern.  And so I just wanted

12   to make sure that what we're doing this morning -- and

13   I realize that was on Friday, so there's not much

14   time -- allowed staff to remove the information from

15   those exhibits that needed to be removed but not

16   completely strike some of them.  And so I just wanted

17   to raise that and make sure that that's clear on the

18   record that that's what the order did.

19                      JUDGE FUKANO:  Yes, Commissioner

20   Rendahl.  And I believe that Order 4 struck

21   Exhibit SS-11 in its entirety and allowed for some

22   revision of Exhibits SS-9 and SS-8.  So those could

23   still be updated consistent with the ruling on the

24   motion this morning.

25                      COMMISSIONER RENDAHL:  Excellent.
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 1   Thank you.

 2                      MR. ROBERSON:  And if I may, Judge

 3   Fukano, staff intends to take the Commission up on its

 4   invitation.  I believe it is actually already filed,

 5   revised exhibits.  It would have been in the last

 6   minutes before this hearing began.  So those exhibits,

 7   I think, are in now.

 8                      JUDGE FUKANO:  Thank you.  Then I

 9   will review those either in a break today or following

10   the conclusion of the hearing today and recirculate a

11   revised exhibit list that incorporates those revisions.

12        Turning to PMSA's motion, or returning to PMSA's

13   motion, I will start by addressing the specific -- and

14   I suppose just in the interest of clarifying the

15   record, I acknowledge that PSP has submitted a written

16   opposition to PMSA's motion to revise.

17        Was there anything further from PSP with respect

18   to that motion?

19                      MR. STARKEY:  Your Honor, we stand

20   on the pleadings for that motion.  I think the one

21   thing I would highlight is MM-14, which we believe is a

22   quintessential example of an exhibit that it appears to

23   be an entirely new exhibit with new data that was

24   added.  At least based on our understanding and quick

25   review of the exhibit.
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 1                      JUDGE FUKANO:  Thank you.

 2        I intend to proceed by addressing the supporting

 3   exhibits and then the references to testimony, as some

 4   of the testimony references our flow-through

 5   corrections to exhibit revisions.

 6        The first exhibit is MM-14.  The Commission agrees

 7   with PSP with respect to MM-14, that while

 8   acknowledging that the table now coincides or matches

 9   material that was included in Captain Carlson's -- or

10   excuse me -- Captain Moore's original testimony, the

11   exhibit has been substantially revised and now refers

12   to different supporting exhibits and includes a

13   modified table with modified years.  The revisions do

14   appear to be substantive and are substantially

15   different from the original supporting MM-14, and

16   therefore the Commission will deny revision of MM-14.

17        Turning to MM-32, this information appears to

18   reflect the actual data that was listed above.  While

19   PMSA has included a ten-year trend correlation ratio, I

20   believe, that was identified in rebuttal testimony from

21   PSP, that data does not appear to -- that the inclusion

22   of that data does not appear to alter the analysis that

23   was presented in MM-23.  It merely reflects the

24   calculation of that average trend, which was identified

25   by PSP.  So this does not appear to the Commission to
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 1   be surrebuttal and was otherwise calculable from the

 2   information included, so the Commission will grant

 3   revision of MM-32 -- excuse me -- MM-23.

 4        Similarly, for Exhibits MM-25 and MM-26, these

 5   exhibits appear to have been updated to reflect vessel

 6   arrivals for 2025 that were properly originally

 7   included in Exhibit JEV-5, and the updated correlation

 8   ratio was originally provided in the original MM-23.

 9   As this appears to make corrections to reflect data

10   that was originally provided and does not alter PMSA's

11   methodology, the Commission will grant revision of

12   MM-25 and MM-26.

13        Regarding MM-40, the input value for the Excel

14   sheet has been changed, so the calculation is running

15   from the revenue per assignment listed in the initial

16   cell.  I believe it's Cell F11.  So a percent change

17   appears relative to the revenue per assignment in 2021

18   rather than a year-to-year change.  This change appears

19   to reflect an update or a correction to what was

20   originally included in testimony that revenue per

21   assignment grew 25 percent from 2021 to 2025 included

22   in PMSA's testimony, which is now revised and

23   incorporated into MM-40.

24        As this was originally indicated in PMSA's

25   testimony and is supported by the underlying data,
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 1   reflecting no change in methodology, this suggests that

 2   there is no prejudice and that it is reasonable.

 3   Therefore, the Commission will grant revision of MM-40.

 4        For MM-50 -- one moment.

 5        The revision to MM-50 appears to update an input

 6   cell to reflect PMSA's 2026 vessel projection that is

 7   otherwise supported by its other exhibits.  PMSA

 8   originally recommended that the Commission adopt a

 9   ten-year trend analysis based on the calculation

10   originally provided in MM-25.  The change to MM-50

11   updates the figure in Cell D21 to the revised output

12   from MM-25.  It therefore appears reasonable and

13   unlikely to cause prejudice to any other parties, and

14   the Commission will grant revision of MM-50.

15        Turning to the specific challenged portions of

16   Captain Moore's testimony.  Regarding the revisions at

17   Pages, I believe, 89 and 90, the updated language or

18   the revised language appears to more accurately track

19   information originally presented in Exhibit MM-11,

20   which stated that there were 31 total applicants, 26

21   qualified applicants, 13 individuals that passed the

22   exam, and 10 that entered training.  Insofar as these

23   changes are meant to present a more accurate reflection

24   of the supporting exhibit, the revisions appear

25   reasonable and unlikely to cause prejudice.  Therefore,
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 1   the Commission will grant revision of that segment of

 2   testimony.

 3        Regarding revisions at Page 113, the updated

 4   language appears to -- refers to attributions of a

 5   statement previously attributed to PSP witness McNeil

 6   to PMSA witness Hoffman citing SKH-05.  The statement

 7   which was previously attributed to McNeil appears to be

 8   quoting a statement from Hoffman in her testimony at

 9   SKH-1T at Page 16 that in turn cites the e-mail

10   referred to in SKH-05.

11        Similar to the corrections at Pages 89 and 90,

12   this revision appears to correct the references to the

13   testimony to the supporting exhibit which were provided

14   in their correct form at the original time of filing.

15   Consequently, this revision appears reasonable and

16   unlikely to result in prejudice and corrects the record

17   to appropriately attribute statements to their

18   speakers.  The Commission will therefore grant revision

19   of Page -- the proposed revisions for Page 113.

20        For the revisions at Page 141 and 142, these

21   contain revisions to the 10 -- 5-, 10-, and 20-year

22   vessel projection trends.  These projection trends

23   appear to be driven by an update to the correlation

24   ratio used by PMSA, which is contained in MM-24, which

25   in turn refers to MM-23 as the basis for the
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 1   correlation ratio and provides the correct 20-year

 2   correlation ratio of 2.8764, such that the change to

 3   the 20-year projection in testimony at Page 140, MM-1T,

 4   corrects the calculation to match the underlying data

 5   originally provided in support of the calculation.

 6        Because the underlying data was correctly

 7   identified and provided and the revision is unlikely to

 8   result in prejudice, the Commission will grant the

 9   revisions at Pages 141 and 142 of MM-1T.

10        For the revisions at 144 to 146, these revisions

11   appear to reflect the corrections to MM-25 concerning

12   the 10-year vessel traffic projection as well as

13   revisions to the 20-year assignment arrival -- the

14   correlation factor.  As discussed elsewhere, the

15   revisions to -- the Commission finds that the revisions

16   to MM-25 are reasonable because they correct analysis

17   to properly track the supporting data that was provided

18   at the same time as the original analysis and are

19   therefore unlikely to result in prejudice.  And the

20   Commission will grant the revisions proposed at 144 to

21   146.

22        For the revisions at Page 151, these revisions

23   also incorporate revisions to MM-25 concerning the

24   10-year trend vessel traffic projection.  For similar

25   reasons stated, the Commissions find that the revisions
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 1   to MM-25 are reasonable and unlikely to result in

 2   prejudice and that the flow-through revisions to update

 3   the statements that previously relied on the

 4   calculation in MM-25 are reasonable and unlikely to

 5   result in prejudice.  And, therefore, the Commission

 6   will grant the revision at Page 151.

 7        On Page -- concerning revisions at Page 153, these

 8   revisions also appear to incorporate revisions to MM-25

 9   concerning the 10-year vessel traffic projection.  For

10   similar reasons stated, the Commission finds that the

11   revisions to MM-25 are reasonable and unlikely to

12   result in prejudice and that the flow-through revisions

13   to the updated statements that previously relied on the

14   calculation in MM-25 are reasonable and unlikely to

15   result in prejudice.  Therefore, the Commission will

16   grant the revision proposed at 153.

17        For the revisions at Page 216, these revisions

18   concern alleged representations from PSP regarding the

19   number of pilots as compared to the actual number of

20   pilots that were licensed at particular points in time.

21   Having reviewed this proposed revision, unlike other

22   proposed revisions, this revision adds an entirely new

23   citation that was not included in the original

24   reference or as a supporting exhibit, and the revisions

25   add new points with respect to the timing of certain
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 1   statements.

 2        Unlike the revisions concerning Hoffman's

 3   characterization of McNeil's statements, the revisions

 4   here change the substance of PMSA's argument by making

 5   material changes to the timing of certain facts and

 6   representations.  And the Commission also notes that,

 7   as pointed out by Captain Carlson in rebuttal

 8   testimony, IC-16, the Commission made a finding of fact

 9   that PSP was projecting 52 pilots to being licensed in

10   2021 such that the proposed revision does not appear to

11   reasonably correct the record.

12        Consequently, the Commission will deny revision of

13   the testimony at Page 216.  And in all other respects,

14   the Commission will grant PMSA's motion to revise.

15        Before we turn to the admission of exhibits, is

16   there anything that should be raised or discussed?

17                      MR. STARKEY:  Just a procedure

18   question, Your Honor.  For cross exhibits, we e-mailed

19   around a list of exhibits that we intend to object to.

20   Do we want to handle those now prior to the discussion

21   of prefiled exhibits, or is that something that you

22   intend on handling when the exhibits are raised with

23   the witness?

24                      JUDGE FUKANO:  I think it would be

25   reasonable to address them now.  So we can begin there.
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 1        Is that the extent of PSP's objections to prefiled

 2   exhibits and testimony?

 3                      MR. STARKEY:  Yes, Your Honor.

 4   Yeah.

 5                      JUDGE FUKANO:  Okay.  Then we will

 6   address those first.

 7        Did the other parties receive a copy of PSP's

 8   communication concerning those exhibits?

 9                      MS. DeLAPPE:  Yes, Your Honor.

10                      MR. ROBERSON:  Yes.

11                      JUDGE FUKANO:  Any response from

12   Commission staff on any of the individual exhibits?

13                      MR. ROBERSON:  Staff has no

14   objection to any prefiled exhibits or the cross

15   exhibits, so...

16                      JUDGE FUKANO:  And to PMSA?

17                      MS. DeLAPPE:  We have responses to

18   the objections, of course.  And I can take those one by

19   one, if you like.

20                      JUDGE FUKANO:  Certainly.

21                      MS. DeLAPPE:  So with respect to

22   Exhibit IC-40X, that will be in Captain Carlson's

23   cross-examination.  We will establish foundation in

24   that cross-examination.  And if for any reason we are

25   not able to establish foundation as it is a data
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 1   request that was responded to by Mr. Sevall, we would

 2   like to use it instead for Mr. Sevall's

 3   cross-examination.

 4        I'll proceed, then.  For IC-41X, that is testimony

 5   by -- rebuttal testimony by Christopher Wood, the

 6   actuarial expert that PSP engaged for the last rate

 7   case.  And I will be addressing that in

 8   cross-examination of Captain Carlson, as he was the

 9   lead witness in that case.  I believe we won't have any

10   trouble establishing foundation of the part of it at

11   least that we would like to address in his

12   cross-examination.

13                      JUDGE FUKANO:  Okay.  And, actually,

14   my apologies.  Since you had mentioned that you may

15   essentially redirect use of what has been labeled

16   IC-40X to Commission staff, I'd like to just confirm:

17   Does Commission staff have any concern or response with

18   that proposed usage?

19                      MR. ROBERSON:  No.

20                      JUDGE FUKANO:  And let's take them

21   one at a time, then.

22        So any further response from PSP concerning

23   IC-40X?

24                      MR. STARKEY:  Yes, Your Honor.  And

25   I understand that foundation will have to be
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 1   established, but we want to point out here that, for

 2   No. 40, when having it directed to Captain Carlson, he

 3   did not answer this data request.  It's the data

 4   request from staff.  He has no knowledge of why

 5   Mr. Sevall answered in a particular manner.  So that's

 6   40.

 7        Do you want me to go through the other ones as

 8   well, Your Honor?

 9                      JUDGE FUKANO:  Let's take them one

10   at a time just for clarity's sake.

11        Then at this time, the Commission will reserve

12   ruling on the use of IC-40X, subject to foundation and

13   how it is used with a particular witness.

14        Oh.  Thank you for that.  And if all parties could

15   kind of lean into the mike and make sure that you're

16   clearly heard for the benefit of those observing

17   online.  That would be much appreciated.

18        Then turning to IC-41X.  Sorry.  One moment,

19   please.

20        And my apologies.  Could you please restate your

21   response to IC-41.

22                      MS. DeLAPPE:  Certainly.  That is

23   rebuttal testimony by Christopher Wood, who was PSP's

24   actuarial expert in the last rate case.  And I will

25   be -- Captain Carlson, I'll be using it in his
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 1   cross-examination.  He was PSP's lead witness in that

 2   case.  And I believe I will be able to establish

 3   foundation that he is aware of the aspect of that

 4   rebuttal testimony that will be part of the evidence in

 5   this case.

 6                      JUDGE FUKANO:  Any response from

 7   PSP?

 8                      MR. STARKEY:  Yes, Your Honor.  One,

 9   Captain Carlson did not prepare the testimony.  As

10   Ms. DeLappe mentioned, this is from an actuary.

11   Captain Carlson is not an actuary.  We also believe

12   that this is outside the scope of Captain Carlson's

13   direct and rebuttal.  We'll also note this is an

14   incomplete exhibit.  Although I do acknowledge that

15   it's a portion of an exhibit that was addressed for

16   Ms. LaRue, but we'll get to that when we get to

17   Ms. LaRue as well.

18                      JUDGE FUKANO:  And for this exhibit,

19   the Commission will again reserve ruling on this

20   exhibit pending its -- the establishment of foundation

21   and the use proposed at the time of cross.

22                      MS. DeLAPPE:  If you're ready for me

23   to proceed.

24                      JUDGE FUKANO:  Just one moment.

25                      MS. DeLAPPE:  Okay.
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 1                      JUDGE FUKANO:  I want to make sure

 2   I'm properly noting.

 3        And related to the comment about microphones, if

 4   you are speaking, please do activate your cameras also

 5   for the benefit of those on Zoom.

 6        Please proceed to IC-43.

 7                      MS. DeLAPPE:  Thank you.

 8        IC-43X is Captain Carlson's own testimony in the

 9   last case in -- it's an excerpt.  And I believe it will

10   be very clear in the cross-examination testimony what

11   that short excerpt is about.  It's just a very small

12   point.

13                      JUDGE FUKANO:  Response from PSP?

14                      MR. STARKEY:  I just want to

15   clarify.  So IC-33, my understanding is that this is a

16   question and answer, a transcript from the 2023

17   hearing.  One thing that we would like to note is that

18   that question and answer was objected to by Ms. DeLappe

19   and that objection was sustained, meaning that line of

20   questioning was effectively stricken from the record.

21   And we believe that it would be inappropriate to use a

22   transcript from a prior hearing for question and answer

23   that -- where the objection was sustained.

24                      JUDGE FUKANO:  The Commission agrees

25   with PSP that the objection to the question was
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 1   sustained, and so the -- it would be improper to use

 2   the answer to an objection and sustained question for

 3   purposes of cross in this case.  So we'll sustain

 4   objection to IC-43X.

 5        Then turning to AML-23X.

 6                      MS. DeLAPPE:  For that exhibit,

 7   which is testimony from one of the staff witnesses in

 8   the first case that PSP brought, it's specifically

 9   being presented for a point regarding PSP's equity

10   situation.

11        Ms. LaRue was a participant on staff in that case,

12   and she has presented evidence in this case regarding

13   equity.  And so we would like the opportunity to

14   establish foundation and to present it for that

15   purpose.

16                      JUDGE FUKANO:  Response from PSP?

17                      MR. STARKEY:  Yes, Your Honor.  Two

18   items.  One, as mentioned by Ms. DeLappe, this was

19   testimony from a -- not Ms. -- Ms. LaRue.  It was from

20   a staff witness in the 2019 case.  So we believe that

21   foundation is an issue.  We also have an issue with the

22   potential relevance here.  It is unclear what the

23   relevance would be, but I understand that they need to

24   establish foundation.

25                      JUDGE FUKANO:  Very good.
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 1        Then the Commission will reserve ruling on this

 2   exhibit pending foundation and establishment of

 3   relevance.

 4        Turning to AML 24X.

 5                      MS. DeLAPPE:  That exhibit is also

 6   in the similar situation as the exhibit we just

 7   discussed.  It is also testimony from the same

 8   individual in the same case.

 9                      JUDGE FUKANO:  And I assume similar

10   objection from PSP?  Same grounds?

11                      MR. STARKEY:  Yes, Your Honor.

12                      JUDGE FUKANO:  Okay.  Then as with

13   the previous exhibit, the Commission will reserve

14   ruling on Exhibit AML-24X pending establishment of

15   foundation and relevancy as used in cross.

16        Now turning to AML-25X.

17                      MS. DeLAPPE:  That exhibit, those

18   are the long-form financial statements from PSP filed

19   by PSP's CPA witness in the last PSP case.  Ms. LaRue

20   is the person who is now the CPA witness in the current

21   case.  And we have presented that not as financial

22   statements that she prepared but as for a specific

23   point that's within those statements that she, I

24   believe, is aware of.  So we will establish foundation.

25                      JUDGE FUKANO:  Response from PSP.
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 1                      MR. STARKEY:  Thank you, Your Honor.

 2   This is from the 2021 pilot financial statements, so

 3   they're particularly old.  They were not prepared by

 4   Ms. LaRue, and her testimony primarily focuses on rate

 5   methodology.  So we do have foundation.  We also have

 6   relevance concerns as well.

 7                      JUDGE FUKANO:  Thank you.

 8        As with the first two, the Commission will reserve

 9   ruling, subject to additional foundation and relevancy

10   as determined through questioning.

11        Turning to AML-26X.

12                      MS. DeLAPPE:  That exhibit is

13   similar to the prior one that we just spoke of.  It was

14   Exhibit JJN-03 in the last rate case, presented by the

15   same CPA witness.  And there's a specific point that

16   we'd like to address that's in that exhibit that we

17   would establish foundation during testimony to address

18   with her.

19                      JUDGE FUKANO:  And so I believe that

20   that is addressing AML-27X, but we will --

21                      MS. DeLAPPE:  Excuse me.  Thank you.

22                      JUDGE FUKANO:  But we will proceed

23   with that --

24                      MS. DeLAPPE:  Thank you.

25                      JUDGE FUKANO:  -- now.

0059

 1        Response from PSP.

 2                      MR. STARKEY:  Just to clarify, we're

 3   talking about the financial statement presentation?

 4                      MS. DeLAPPE:  Yes.

 5                      MR. STARKEY:  Yes, Your Honor.  So

 6   with that one, Ms. LaRue was not involved in creating

 7   these.  She was not even a witness in the case.  And

 8   she did not prepare these.

 9                      JUDGE FUKANO:  Thank you.

10        As with the other exhibits, we will reserve ruling

11   on that, subject to laying of additional foundation and

12   relevancy.

13        Then turning to AML-26X.

14                      MS. DeLAPPE:  Yes.  Now, that one is

15   a fuller portion, as Mr. Starkey observed, of IC-41X,

16   so it is the same actuarial testimony, and we are

17   presenting it for a very finite issue.  We are not

18   assuming that Ms. LaRue is an actuary, but we do

19   believe that she is aware of the specific point that we

20   are presenting that exhibit for.

21                      JUDGE FUKANO:  Response from PSP.

22                      MR. STARKEY:  Similar to what we

23   said before, she was not a witness in the proceeding,

24   and we believe that there are foundation and relevancy

25   issues.

0060

 1                      JUDGE FUKANO:  Thank you.

 2        As with the other exhibits, the Commission will

 3   reserve ruling on that, subject to the laying of

 4   additional foundation and establishment of relevancy.

 5        And with the exception of the seven exhibits that

 6   the Commission has reserved ruling on and the one

 7   exhibit that the Commission has rejected, the

 8   Commission will admit all other prefiled testimony and

 9   exhibits in this matter.

10                             (Pertinent exhibits

11                              admitted.)

12

13                      JUDGE FUKANO:  Are there any other

14   matters to address prior to proceeding to opening

15   statements?

16        Hearing nothing, then we shall proceed.

17        PSP, would you like to make an opening statement?

18                      MS. CARSON:  Yes, Your Honor.  Thank

19   you.  Just one moment.

20        Good morning, Commissioners.  Thank you for the

21   opportunity to provide this opening statement.  I'm

22   going to address three issues:  First, the brief

23   history of regulation of Puget Sound Pilots by the

24   Commission; second, key Puget Sound Pilot requests,

25   including total distributed net income, or TDNI, and
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 1   pension status and funding; and, third, the weight of

 2   the evidence.

 3        First, regarding the brief history of regulation.

 4   This is only the third rate case of Puget Sound Pilots

 5   before this Commission.  As compared to other

 6   industries that have been regulated by the Commission

 7   for decades, pilotage is still in its infancy in terms

 8   of regulation by the Commission.  We're all still

 9   trying to figure out what methodologies are appropriate

10   for this industry.

11        There have been three ratemaking workshops since

12   the final order in Docket 220513 where topics like DNI,

13   rate of return, methodology, operating margin,

14   transportation charge were addressed.

15        PSP has taken care in this case to comply with

16   terms and Commission directives in prior orders.  PSP's

17   GRC filing is more narrowly tailored to address issues

18   properly before the Commission.  PSP complied with

19   requirements between rate cases; for example, keeping

20   the Commission apprised of progress on its multiple

21   employer-defined benefit plan and filing status updates

22   every 60 days.

23        PSP participated in the ratemaking workshops and,

24   in fact, in this case, is proposing an operating margin

25   that was presented at the workshop.
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 1        And in this case, Puget Sound Pilots has provided

 2   substantial evidence on topics that the Commission said

 3   lacked evidentiary support in the past cases.  For

 4   example, a robust pilot compensation study and support

 5   for transportation charge and affiliate -- affiliated

 6   interests.

 7        Dual regulation can be thorny.  But the Commission

 8   has set up guiding principles that should be followed

 9   in this case and in pilotage in general.

10        In the 2022 Docket 220513, in Paragraph 158, the

11   Commission said, Although the facts and circumstances

12   may vary over time, rate-setting proceedings before the

13   Commission should support the provision of pilotage

14   services deemed necessary by the BPC, the Board of

15   Pilotage Commission.

16        And in Paragraph 49 of that order, the Commission

17   was even more direct:  We must respect and support the

18   BPC's jurisdiction as a safety regulator and licensing

19   authority.  The BPC must determine the number of

20   authorized pilots, any appropriate target assignment

21   levels, appropriate rest rules, and any other

22   safety-related obligations.  Rate cases before the

23   Commission are an opportunity for Puget Sound Pilots to

24   recover the cost of providing these pilotage services,

25   not what these services should be.
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 1        So in this case, the BPC has spoken on several

 2   issues that are relevant to this proceeding, including

 3   a change to the target assignment level since the last

 4   case and an increase in the number of authorized

 5   pilots.  And PSP respectfully requests the Commission

 6   support the provision of pilotage services deemed

 7   necessary by the BPC.

 8        So, second, I want to just briefly look at a

 9   couple of key issues in the case.  One is TDNI, total

10   distributed net income.  And there's two elements to

11   this:  The total number of pilots to be funded and the

12   per-pilot distributed net income.

13        Captain Carlson and Lane Sisung are the primary

14   PSP witnesses testifying on this topic.  First, the

15   number of pilots.  PSP is asking the Commission to fund

16   the number of pilots authorized by the BPC.  That

17   number is currently 60 pilots, which the BPC

18   characterized as a conservative increase when they

19   increase the number.  If the number of authorized

20   pilots changes before the final order, the number of

21   pilots can be updated in the compliance filing.

22        Now, PMSA opposed the BPC's increase in the number

23   of pilots.  Despite lengthy filings and arguments by

24   PMSA, the BPC approved 60 pilots.  And, importantly,

25   the number of pilots is based on a target assignment
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 1   level that the BPC adjusted in 2024 to meet safety

 2   requirements, including enhanced rest requirements.

 3        In this case, PMSA pushes hard on using an

 4   outdated average assignment level that looks back over

 5   the past three or five years of assignments, but that

 6   methodology does not work when the safety regulator has

 7   adjusted the total assignment level down from 144

 8   assignments to 123.  PMSA's view is that PSP should

 9   work far in excess of the target assignment level that

10   has been set by the BPC's safety committee.

11        Now, briefly, regarding the per-pilot distributed

12   net income, PSP has provided a robust pilot

13   compensation study in this case.  There is a national

14   pool of candidates.  The State of Washington and the

15   BPC have determined that we should be competing

16   nationally for pilots.  The Commission's DNI decisions

17   should align with this policy by providing a DNI

18   consistent with the national average.  But as our pilot

19   compensation study demonstrates, PSP ranks 20th out of

20   22 pilot groups analyzed.

21        The pilot compensation study is robust, as I said.

22   It includes 52 percent of the state pilot groups, a

23   total of 649 APA -- American Pilot Association --

24   members.  It complies with the Commission's direction

25   in the 2022 GRC.  And it analyzes data in different
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 1   ways -- using a simple average, a weighted average,

 2   cash-only compensation, cash plus benefits

 3   compensation -- producing a range that the Commission

 4   can consider.

 5        Just briefly touching on pension.  PSP in this

 6   case is requesting the Commission fully fund the

 7   exhibiting pay-as-you-go pension until its multiple

 8   employer-defined benefit plan is fully approved.  PSP

 9   witnesses Bruce McNeil and Ivan Carlson testify on this

10   as does Walt Tabler.

11        PSP is not seeking approval of the MEP in this

12   case but does plan to file a subsequent case shortly

13   after this case is completed seeking approval and

14   funding of the MEP.  And as a reminder, the Commission

15   ordered PSP to pursue a fully funded defined benefit

16   plan in the final order and PSP's first general rate

17   case, adding that a fully funded defined benefit

18   retirement plan will best provide security and

19   confidence in the long-term viability of the promised

20   retirement benefits to current and future pilots.

21        And then in the second case, in Order 08, the

22   Commission authorized PSP to move forward with its plan

23   to obtain approvals from the IRS and the Department of

24   Labor to implement a multiple employer-defined benefit

25   plan.  So the good news is PSP has obtained a
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 1   determination by the IRS that its MEP is a

 2   tax-qualified plan.  It expects an advisory opinion

 3   from the U.S. Department of Labor in the near future.

 4        PSP acknowledges that this process has taken

 5   longer than what was expected due to delays with

 6   federal agencies.  But that is not a reason to move

 7   away from this approach that was directed by the

 8   Commission in the past two cases.

 9        The current system does not fund pension for

10   current pilots.  As noted in Walt Tabler's testimony,

11   the current PAYGO is paying the obligations to retired

12   pilots, which was agreed to by industry in previous

13   rate cases before the BPC.  And the proposals made by

14   staff and PMSA in this case to defund the current

15   pension would be catastrophic to PSP, to current and

16   retired pilots, and to pilotage in Puget Sound.

17        Staff would remove one-third of current pension

18   funding, a 2.2 million disallowance.  PMSA renews its

19   request to remove all funding of the pension, a request

20   that's been denied in the past.  It would replace the

21   pension with $36,000 for pilots for a defined

22   contribution plan.  This would result in a disallowance

23   of more than four million in this case.

24        These proposals are inconsistent with the

25   Commission's intent that we should move forward with a
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 1   fully funded defined benefit plan.  It's inconsistent

 2   with the legislature's intent when moving regulation to

 3   the UTC in 2019 that the pension be funded.

 4   Representative Judy Clibborn testified on that.

 5        There's substantial evidence in the record on

 6   industry's involvement and approval of the existing

 7   pay-as-you-go plan.  We ask the -- and the Commission

 8   should look skeptically at efforts to defund the

 9   existing pension while MEP is being finalized.  We ask

10   the Commission to be patient as we work through these

11   final approvals that are needed.

12        So, finally, very briefly, I want to talk about

13   the weight of the evidence.  It is, of course, not

14   measured by volume.  It's not measured by the number of

15   exhibits, the number of tables, the number of graphs,

16   the number of formulas, or the number of ratios.

17        PMSA has filed hundreds of pages of testimony and

18   exhibits, more than 160 exhibits in total.  There have

19   been inconsistencies and misrepresentations, which PMSA

20   has corrected, confirming the original versions were

21   not accurate.  We ask the Commission to be vigilant as

22   it considers the bulk of the material filed by PMSA.

23   And, in particular, and harkening back to Point No. 1,

24   we ask the Commission to be wary of ratios and

25   correlations that take data points from the two
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 1   inaugural cases for PSP and seek to turn those data

 2   points from two separate evidentiary records into

 3   purported Commission metrics and precedents.

 4        Each case is of course based on its own record.

 5   In each of the past two cases, the Commission has

 6   identified where evidence was lacking, where it should

 7   be improved, where it was outside the scope of the

 8   Commission's authority, where ratemaking workshops are

 9   needed to explore appropriate ratemaking methodologies.

10        Because there have only been two rate cases for

11   PSP spanning less than a decade, we expect to see

12   growth, development, and change as economic regulation

13   of this industry by the Commission matures.  The

14   Commission is not locked into specific precedent.

15        In this case, the Commission must determine fair,

16   just, reasonable, and sufficient rates for PSP based on

17   the evidentiary record in this case.  We thank you for

18   your time, and we look forward to answering questions

19   you may have.

20                      JUDGE FUKANO:  Thank you.

21        Commission staff, would you like to make an

22   opening statement?

23                      MR. ROBERSON:  Staff would prefer to

24   brief the legal issues after the close of the hearing,

25   so we will waive our opening statement.
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 1                      JUDGE FUKANO:  Thank you.

 2        PMSA, would you like to make an opening statement?

 3                      MS. DeLAPPE:  Yes.  Thank you.

 4        And good morning, Commissioners and Judge Fukano.

 5   This Commission has twice addressed and resolved nearly

 6   all the foundational issues in pilotage rate setting,

 7   first in Final Order 09 in the first PSP rate case and

 8   then again through Final Order 08 in the second PSP

 9   rate case.

10        Not much about PSP and its operations has changed

11   during that time in the six years since the start of

12   the first rate case.  This remains a small operation

13   since -- of well-compensated working owners with low

14   capitalization and few assets.  There are very few

15   moving parts.  Despite this stability, PSP is

16   relitigating issues that this Commission already

17   decided and put to rest.

18        On behalf of the ratepayers, we ask the Commission

19   to carry forward the formulas and methodologies

20   established in the first two rate cases, which were

21   intended to be foundational.  We are hopeful that the

22   third time will be the charm and that the final order

23   in this case will lead finally to a more streamlined

24   process for future rate cases.

25        We appreciate many of staff's recommendations in
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 1   this case.  Where PMSA and staff agree -- and we agree

 2   on a great deal -- it is because our positions are

 3   grounded in relevant data applied to the Commission's

 4   existing precedent.

 5        The established formulas are performing as

 6   designed.  PSP's own data shows test year revenues at

 7   approximately 104 percent of the Commission approved

 8   revenue requirement.  There is no crisis.  No major

 9   departure from the Commission's precedent is warranted.

10   PMSA supports reasonable incremental adjustments

11   consistent with the evidence and the Commission's

12   established methodologies.

13        What should deeply concern this Commission is

14   PSP's proposal for steep rate increases and a severe

15   departure from prior tariffs.  Notably, PMSA and staff

16   reach similar conclusions on most issues.  PSP stands

17   out as a clear outlier.

18        Let me briefly address the principal issues.

19   First, on distributed net income, the largest revenue

20   requirement component.  PSP proposes approximately

21   $437,000 per pilot based on the historical averaging

22   methodology from both prior final orders adjusted for

23   inflation.  Staff's low end of its reasonableness

24   range, approximately $486,000, which staff confirms is

25   fully sufficient, is in the same neighborhood.  By
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 1   contrast, PSP is requesting over $729,000 per pilot, a

 2   55 percent increase over the test year adjusted DNI,

 3   based on the same type of salary survey this Commission

 4   has twice rejected.

 5        PMSA urges the Commission to stay the course with

 6   the "attract and retain" standard, the consideration of

 7   workload, and the fairness framework that Captain Moore

 8   applied in his testimony based on this Commission's

 9   prior orders.  That precedent supports PMSA's proposal

10   and staff's proposed low end, but absolutely not PSP's

11   proposal.

12        Second, on the number of pilots to fund, PMSA and

13   staff both recommend funding 56, the actual number of

14   licensed pilots.  PSP asks to fund 60, despite

15   operating safely with 56.  PMSA additionally recommends

16   that, going forward, the Commission adopt the average

17   assignment level as the floor for determining the

18   number of pilots to fund, which would ensure the

19   independence of this Commission's rate setting and

20   eliminate incentives for strategic manipulation of

21   pilot numbers.

22        Third, on the operating margin, PMSA and staff are

23   fully aligned.  The Commission should reject PSP's

24   proposed 12 percent operating margin.

25        Fourth, on retirement.  PMSA and staff agree on

0072

 1   the fundamentals.  The current PAYGO system is

 2   unsustainable, and pilots should contribute to their

 3   own retirement.  Staff recommends disallowing one-third

 4   of the pension expense.  PMSA proposes a market-based

 5   ratepayer contribution, which would mean over $2

 6   million in aggregate contributed by customers as part

 7   of pilot compensation, as this is consistent with what

 8   an employer in a competitive market would contribute

 9   for highly compensated professionals.

10        Five years have passed since Final Order 09

11   directed PSP to transition away from PAYGO.  The time

12   has come to act decisively and establish a sustainable

13   framework based not on managing what pilots may do with

14   the ratepayer's contribution toward retirement, as that

15   is the pilot's own choice, but rather on limiting rates

16   to market-based -- a market-based contribution.

17        In Final Order 09, the Commission put an end to

18   intergenerational inequity with respect to callbacks.

19   The time has come for the Commission to put an end to

20   this same problem with respect to retirement.

21        On expenses, the parties are all in the same

22   ballpark once you take the retirement out of the

23   question.  PMSA asks the Commission to scrutinize PSP's

24   continued attempts to recover commuting costs and

25   callback expenses and also to deny excessive rate case
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 1   fees driven by relitigating settled issues.  Now our

 2   third time around, PSP's rate case expenses should be

 3   going down, not up.

 4        The established formulas work.  PMSA and staff are

 5   closely aligned because both apply the Commission's

 6   framework to the current evidence.  PSP's positions are

 7   outliers precisely because they do not.  We ask the

 8   Commission to stay the course and to continue to carry

 9   forward the reasonable framework established in prior

10   cases.  The evidence will demonstrate that PMSA's

11   recommendations are fair, just, reasonable, and

12   sufficient for both the pilots and the customers they

13   serve.

14        Thank you for the opportunity to participate.

15                      JUDGE FUKANO:  Thank you.

16        Would it be a good time to just take a quick

17   five-minute break before turning to cross-examination

18   of witnesses?  Seeing some agreement.

19        We will be off the record for about five minutes,

20   returning at 10:06.

21                             (Pause in proceedings from

22                              10:01 a.m. to 10:12 a.m.)

23

24                      JUDGE FUKANO:  Let's be back on the

25   record.  It is approximately 10:12 a.m.
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 1        And our first witness for this morning will be

 2   captain Ivan Carlson.  I see you already have your

 3   camera activated.

 4        Please raise your hand, and I will swear you in.

 5        Do you swear or affirm the testimony that you

 6   provide today is the truth and nothing but the truth?

 7                      THE WITNESS:  I do.

 8                      JUDGE FUKANO:  And apologies.  Would

 9   you speak into the microphone.

10                      THE WITNESS:  I do.

11        Can you hear me?

12                      JUDGE FUKANO:  I can't hear.  You

13   have to get pretty close to the...

14                      THE WITNESS:  I do.

15                      JUDGE FUKANO:  There we go.  Thank

16   you.

17        Would counsel please introduce the witness and

18   tender them for cross.  Please note if there are any

19   additional corrections to the prefiled testimony.

20

21

22   IVAN CARLSON, JR.,          having been first duly sworn

23                               by Administrative Law Judge

24                               Fukano, was examined and

25                               testified as follows:
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 1                        DIRECT EXAMINATION

 2     BY MS. CARSON:

 3  Q  Good morning, Captain Carlson.  Please state your name

 4     and title, and spell your name for the court reporter.

 5  A  Ivan Carlson -- that's I-v-a-n C-a-r-l-s-o-n -- Jr.

 6     I'm the president of Puget Sound Pilots.

 7  Q  Captain Carlson, do you have before you what have been

 8     marked for identification as Exhibit Nos. IC-1T through

 9     IC-36 in Docket 250574?

10  A  I do.

11  Q  These exhibits constitute your prefiled direct and

12     rebuttal testimony and related exhibits in this

13     proceeding?

14  A  It is.

15  Q  Were these exhibits prepared under your supervision and

16     direction?

17  A  Yes.

18  Q  Do you have any corrections to these exhibits?

19  A  Well, IC-32, which we discussed earlier.  Other than

20     that, no.

21                        MS. CARSON:  Thank you.

22          Your Honor, PSP offers exhibits -- well, the

23     exhibits have already been admitted into evidence, but

24     we offer Captain Carlson for cross-examination.

25                        JUDGE FUKANO:  Thank you.
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 1          Staff indicated cross for this witness.  You may

 2     proceed.

 3                        MR. ROBERSON:  Staff has actually

 4     determined it has no questions for Captain Carlson.

 5     But if I could take a moment.  It appears I was

 6     optimistic this morning when I said that we were

 7     attempting to file the testimony and probably had done

 8     so.  There was a hiccup.  We're trying to file it now.

 9     So we will have it in soon.

10                        JUDGE FUKANO:  Understood.  Thank

11     you.

12          Then we will proceed with PMSA indicated cross for

13     this witness.  You may proceed.

14                        MS. DeLAPPE:  Thank you.

15

16                        CROSS-EXAMINATION

17     BY MS. DeLAPPE:

18  Q  Captain Carlson, the PSP is asking the Commission to

19     approve roughly a 52 percent revenue requirement

20     increase over the test year, correct?

21  A  Yes.

22  Q  And you're asking for a drop in total assignments?

23  A  Well, we would prefer to not have a drop in total

24     assignments.  So, no, we're not asking for one.

25  Q  Are you -- would you agree that you are asking for
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 1     revenue based on what was, in 2024, you had 7,588

 2     assignments, and in your amended exhibit, IC-32, it's

 3     now 7,114?

 4  A  Yes.

 5  Q  And that's the same as asking the Commission to approve

 6     a revenue requirement based on a decrease in total

 7     pilot productivity, isn't it?

 8  A  No.  It's not based on a decrease.  That's not the

 9     reason we're asking for a revenue increase.

10  Q  It is, however, coinciding with a decrease?

11  A  It is coinciding with a decrease, yes.

12  Q  You're asking -- so you're asking for -- also for a

13     drop in average assignments from 138 in the test year

14     to 123 in the rate year?

15  A  No.  I want to be clear.  We're asking for the -- the

16     UTC Commissioners to fund the number of authorized

17     pilots.  Whatever that number is, that's what we want

18     funding for.

19  Q  And that is based on an assignment level of 123 instead

20     of the average assignment level of 138 in the test

21     year?

22  A  123 is a number that our safety regulator recommends,

23     and that's a number that got them to 60.

24  Q  Captain Carlson, you're not actually answering my

25     question.  So if -- I remember that we've had this
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 1     issue in prior years.  If you could listen very

 2     carefully to my question.

 3          You are asking for funding that is based on an

 4     assignment level of 123 assignments per pilot; is that

 5     correct?

 6  A  Currently, the pilot commission said the -- no --

 7  Q  That is not the answer to my question.

 8          You -- PSP is -- PSP is requesting funding from

 9     this Commission based on an assignment level of 123; is

10     that correct?

11  A  No.

12  Q  So you want to proceed with an average assignment level

13     of 138 for rate-setting purposes?

14  A  Ms. DeLappe, we're asking for funding for -- for 60

15     pilots.  That's the number that our safety regulator

16     set it at.

17  Q  Captain Carlson, would you agree that the BPC set that

18     number of pilots based on 123 assignment per pilot per

19     year?

20  A  I would agree that they based it on 123 plus the

21     president plus an average of one pilot not fit for

22     duty.

23  Q  Wonderful.  We'll cover that later in your testimony.

24          Captain Carlson, you have participated as PSP's

25     lead witness in all three pilotage rate cases before
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 1     this Commission, correct?

 2  A  Yes.

 3  Q  And you've been president of PSP for all three?

 4  A  No.  I was president --

 5  Q  Vice president.

 6  A  -- for the last one, yes.

 7  Q  Okay.  You were vice president for the first one.

 8  A  Yes.

 9  Q  And you're familiar with Final Order 09 issued in the

10     first pilot rate case?

11  A  I am.

12  Q  In Final Order 09, the Commission adopted what it

13     called the average assignment level, or what we will

14     call AAL, for purposes of rate setting, correct?

15  A  I'm familiar that is what the Commission did then, yes.

16  Q  And in Order 09, the Commission specifically said it

17     was using AAL to determine the number of funded pilots

18     to make clear that it was not using the BPC-adopted

19     targeted assignment level, or TAL, correct?

20  A  At that time, the BPC maintained that there wasn't a

21     TAL.

22  Q  Did your attorney not just state in opening that there

23     was a TAL of 144 at that time?

24  A  That she did.  And that's because the pilots said there

25     was a TAL of 145.  But if you look at the record, they
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 1     said, We're not setting it -- we're not adjusting the

 2     TAL.

 3          And so PMSA and staff, they both thought that they

 4     can go with an AAL, and that's what the -- that's what

 5     the Commissioners did, and that was appropriate at that

 6     time.

 7  Q  Captain Carlson, I think you've established what I

 8     wanted to get, which is that the TAL at that time was

 9     145.

10          And the Commission specifically distinguished its

11     role in Final Order 09 as economic regulator distinct

12     from the BPC's role as the safety and licensing

13     authority, correct?

14  A  That's correct.

15  Q  And in the second PSP rate case, in Final Order 08, the

16     Commission reaffirmed its limited role as economic

17     regulator and again used an AAL methodology to

18     determine the number of funded pilots, right?

19  A  They said it was consistent with the AAL, but they also

20     said some other things too.  And I think our attorney

21     also read Paragraph 49 too.

22  Q  And I'm looking at Final Order 08, Paragraphs 157 and

23     158, since I see that you're searching in your binder.

24          If you could turn to those pages of Final

25     Order 08.
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 1          Do you see --

 2  A  I'm at Paragraph 157.

 3  Q  Paragraph 157.

 4          Do you see where it says, "By determining the

 5     number of funded pilots based on an averaging of recent

 6     pilot assignments, the Commission determines PSP's

 7     additional annual revenue requirement and provides

 8     reasonable compensation to pilots without intruding

 9     into areas properly reserved for the BPC"?

10          Do you see that?

11  A  Can you read that for me again, please.

12  Q  You're in Final Order 08?

13  A  I'm in Final Order 08, at Paragraph 157.

14  Q  So in 157 and 158, you should see where it says, "By

15     determining the number of funded pilots based on an

16     averaging of recent pilot assignments, the Commission

17     determines PSP's additional annual revenue requirement

18     and provides reasonable compensation to pilots without

19     intruding into areas properly reserved for BPC."

20  A  That's not what -- that's not what I read.  I read,

21     "The Commission adopted staff's Proposal 4 determining

22     an AAL based on a five-year average of pilot

23     assignments."

24  Q  Can you look at the last half of Paragraph 158.

25                        COMMISSIONER RENDAHL:  Ms. DeLappe --
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 1                        MS. DeLAPPE:  And I'm sorry.  I

 2     didn't have --

 3                        THE WITNESS:  You said 157.  I'm

 4     sorry.

 5                        MS. DeLAPPE:  Yes.  There were the

 6     two paragraphs.

 7  Q  (By Ms. DeLappe)  If you could look at the last half of

 8     the Paragraph 158.

 9          Do you see there the language that I stated?

10  A  Yes.

11  Q  Thank you.

12                        COMMISSIONER RENDAHL:  Ms. DeLappe,

13     before you go further, what exhibit number --

14                        JUDGE FUKANO:  One moment.

15                        COMMISSIONER RENDAHL:  -- are we

16     referring to?  This is Commissioner Rendahl.  Sorry I'm

17     not there in the hearing room.

18          What exhibit number is the final order?  Is it

19     included in the exhibits, or are we just referring

20     to --

21                        CHAIR RYBARIK:  Commissioner

22     Rendahl, we're having a really hard time hearing you.

23     It's quiet.

24                        MS. DeLAPPE:  I believe I did hear

25     enough to say that Final Order 08 is not an exhibit.
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 1   We're citing it as authority.

 2                      COMMISSIONER RENDAHL:  Thank you.

 3   I'll try to --

 4                      MS. DeLAPPE:  Thank you.

 5                      COMMISSIONER RENDAHL:  -- work on

 6   the microphone here.

 7                      JUDGE FUKANO:  We should -- let's

 8   take a brief recess to see if we can resolve the

 9   technical issue with Commissioner Rendahl's output.

10   The court reporter is unable to hear her statements,

11   and so we will take a five-minute recess and be off the

12   record to resolve this technical issue.  Thank you.

13   Thank you for your patience.

14                             (Pause in proceedings from

15                              10:24 a.m. to 10:26 a.m.)

16

17                      JUDGE FUKANO:  We will be back on

18   the record.  It is approximately 10:26 a.m.

19        We are in the midst of the cross of Captain

20   Carlson by PMSA.  Commissioner Rendahl had a question

21   that was not captured by the court reporter, so we will

22   begin by repeating the question that Commissioner

23   Rendahl had.

24                      COMMISSIONER RENDAHL:  Thank you for

25   your patience.  Technical difficulties.
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 1          My question to Ms. DeLappe was what exhibit number

 2     this -- was the Commission's Order 08, or were we

 3     referring to it merely as a -- referring to the

 4     citation for, you know, taking official notice of that.

 5                        JUDGE FUKANO:  Thank you.  And we

 6     have that now properly transcribed, and we can proceed.

 7                        MS. DeLAPPE:  Thank you.

 8  Q  (By Ms. DeLappe)  Captain Carlson, you recognize, then,

 9     that in these two past orders, the Commission has

10     stated that AAL is important?

11  A  I rec- -- excuse me.

12          I recognize that the Commission said that they

13     used both.  They did both.  They also put a premium in

14     the rates, recognizing the extra work, if you look at

15     Paragraph 164.

16  Q  Captain Carlson, I didn't ask for all the things that

17     the Commission said were important.  I asked simply for

18     you to acknowledge that the Commission stated that AAL

19     is important.

20  A  They stated that, among other things, yes.

21  Q  Thank you.

22          In this proceeding, you did not provide the

23     Commission with an AAL calculation, did you?

24  A  No.

25  Q  And, in fact, your direct testimony states that you
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 1     see, quote, no role for average assignment level in

 2     assisting the Commission to determine the number of

 3     pilots that should be funded in the tariff, correct?

 4  A  That's correct.  I see no role in looking backward, no.

 5  Q  And the reason you gave for that position was that the

 6     BPC has now adopted a TAL that authorized 60 pilots,

 7     correct?

 8  A  Yes.

 9  Q  And your position now is that the Commission should

10     abandon its independent AAL analysis and adopt the TAL,

11     isn't it?

12  A  But we're looking at Paragraph 49, and it seems the

13     Commission's willing to too.

14  Q  Could you answer my question.

15  A  Yes.

16  Q  Your position now is that the Commission should abandon

17     its independent AAL analysis and adopt the TAL.

18          Can you just answer that question.

19  A  I can say my position is I would like the Commission to

20     abandon the AAL methodology and adopt the number of

21     authorized pilots by the Commission.

22  Q  And when you refer to the Commission in that last

23     instant, you're referring to the Board of Pilots

24     Commission there?

25  A  I'm sorry.  Yes, I am.  Pilot Commission.
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 1  Q  Thank you.

 2          All right.  So this position is not the same

 3     position you brought on behalf of PSP in the two prior

 4     cases, is it?

 5  A  Can you enlighten me a little bit.  I know in the first

 6     case, we sought 61.  We learned our lesson.  We sought

 7     61.  The Commission then said, You're not authorized

 8     for that many pilots.  We learned our lesson.

 9  Q  So let's talk -- rather than talking about the number

10     of pilots, I'm talking about the assignment level,

11     Captain Carlson.

12          So in the 2019 rate case, PSP proposed an average

13     assignment level of 118, correct?

14  A  That's correct.

15  Q  And in 2019, PSP did not want the Commission to adopt

16     that TAL of 145, right?

17  A  That is correct.  We wanted 118.

18  Q  Okay.  And so in the next PSP rate case, you

19     specifically highlighted PSP's efficiency metrics,

20     right?

21  A  Yes.

22  Q  And you testified that you personally maintained those

23     metrics, right?

24  A  At that time, yes.

25  Q  You measured efficiency by comparing average assignment
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 1     levels per pilot specifically showing efficiency

 2     through an increase from 122.28 on-watch assignments

 3     per pilot in 2019 to 128.86 on-watch assignments in

 4     2022.

 5          Does that sound right?

 6  A  That is correct.

 7  Q  And PSP used average assignment levels to argue it had

 8     become more efficient and therefore deserved higher

 9     compensation, right?

10  A  Yes.

11  Q  You testified that average assignment levels were --

12     I'm quoting you here -- the most significant metric to

13     track to assess the effects of PSP's efficiency

14     measures.

15          Does that sound right?

16  A  Yes, it does.

17  Q  All right.  In the 2022 case, PSP recommended use of

18     the AAL and not use of the TAL, as you've just

19     testified, right?

20  A  Can you say that question -- that again.

21  Q  Yeah.

22          So in the last rate case --

23  A  Yes.

24  Q  -- PSP recommended that the Commission use the average

25     assignment level, not the targeted assignment level,
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 1     right?

 2  A  I -- can you point to somewhere where I say that?

 3  Q  If you look at your -- let me pull up your exhibit,

 4     IC-08T, from the last rate case.  And I'm just asking

 5     you to confirm that you were not -- let's go a simpler

 6     way on this.

 7          You were not asking this Commission to use the

 8     targeted assignment level of 145, were you?

 9  A  We were asking this Commission to fund the number of

10     authorized pilots at 56.

11  Q  And that was based on an assignment level that was not

12     145, right?

13  A  It really -- the Commission -- I got to tell you, if

14     you -- in history, the Commission, when they set the

15     number of authorized pilots in 2019 at one --

16  Q  When you refer to the Commission --

17  A  No.  The number of authorized pilots.  I'm sorry.  I

18     keep saying the Commission.  When the Pilot Commission

19     set the number of authorized pilots in July of 2019,

20     they set that number based upon just "it feels good"

21     number, and that number --

22  Q  Captain Carlson.

23  A  -- reflected 127 assignments, but they refused to set a

24     TAL.

25  Q  From 2010 until 2014, the TAL in place was 124, right?
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 1     I mean 145.  Excuse me.

 2  A  Actually until 2019, yes.

 3  Q  So from 2010 to 2019, it was 145?

 4  A  Yes.

 5  Q  And earlier today, you testified -- in your very first

 6     testimony today, you testified it was 145 at the time

 7     of the first rate case?

 8  A  So that is because, if you look at the record, the

 9     Pilot Commission did not set a TAL.  They were kind of

10     new at this, and they just elevated the number of

11     pilots, but they refused to set a TAL.  But that

12     number, if you did the math, equalled out to 127

13     assignments per pilot.

14  Q  Do you have someplace in your testimony or exhibits

15     where you explain that or have any evidence of that?

16  A  I didn't think it would be required.

17  Q  So during the entire period where the TAL was higher

18     than it is -- was in 2024 when it changed to 123, there

19     were no safety incidents attributed to pilot workload

20     or fatigue, correct?

21  A  That's correct.

22  Q  And in the Final Order 09, the Commission found that,

23     in 2018, the most productive PSP pilots completed 222,

24     191, and 183 assignments each that year.

25          Do you recall that?
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 1  A  I do.

 2  Q  And the Commission further found that PSP does not

 3     contend that there is no evidence in the record that

 4     these pilots -- there was nothing that said that these

 5     pilots had violated rest rules, right?

 6  A  We did not.

 7  Q  And in 2018, with the TAL of 145, at least three PSP

 8     pilots safely completed between 183 and 222 assignments

 9     in a single year, correct?

10  A  That's correct.

11  Q  Could you please turn to Exhibit MM-42.  And you may

12     recall that that's a copy of PSP's response to PMSA's

13     Data Request 118.

14                        MS. CARSON:  Excuse me.  Was that

15     Exhibit MM- --

16                        MS. DeLAPPE:  Yes.

17                        MS. CARSON:  -- 42?

18                        MS. DeLAPPE:  MM-42.

19                        THE WITNESS:  I got 41 and 43.

20  Q  (By Ms. DeLappe)  And it's not that you have to refer

21     to it.  You can look at 41, if you would prefer.

22     MM-41.

23          MM-41 is entitled "Summary of PSP 2024 Assignment

24     Data."  And it's based on PSP's response to PMSA Data

25     Request 118.  So it's based on the same data as is in
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 1     MM-42.

 2  A  Excuse me.  I need to zoom a couple here.  I just can't

 3     read it.

 4  Q  And I'm not going to ask you anything about MM-42

 5     except to just help you see that it's summarized in 41.

 6  A  Okay.  Anyway, I've got it.

 7  Q  All right.  So what we are going to talk about, so you

 8     recognize the data in Exhibit MM-42 is your data?

 9  A  Yes, I do.

10  Q  Okay.

11  A  Yes, I do.

12  Q  And that data shows the individual pilot assignments in

13     2024 organized by pilots, right?

14  A  Yes.

15  Q  All right.  Thank you.

16          So MM-41 is -- summarizes that same data for the

17     range of individual assignments per pilot in the test

18     year, right?

19  A  Yes.

20  Q  Okay.  And do you see in Exhibit MM-41 that it shows in

21     the table minimum and maximum?  So it shows the total

22     individual jobs done by one pilot for minimum of 42

23     assignments?

24  A  Yes.

25  Q  And the maximum completed by an individual pilot was
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 1     176?

 2  A  Yes.

 3  Q  Okay.  And that pilot who operated 176 assignments

 4     operated safely for all of those assignments, correct?

 5  A  In 2024?

 6  Q  Yes.

 7  A  Yes.

 8  Q  Okay.  And you see the list of pilots down below that

 9     summary table.

10          And the second-ranked pilot on the list completed

11     172 assignments?

12  A  Yes.

13  Q  Also operated those safely, correct?

14  A  Yes.

15  Q  And the third highest completed 169 assignments also

16     safely?

17  A  I'll say yes all the way to the bottom if you want.

18  Q  Very good.

19          So PSP's own dispatch data shows 30 pilots

20     completed 135 or more assignments in 2024, correct?

21  A  That's correct.

22  Q  And all safely?

23  A  I assume.

24  Q  Is there any --

25  A  No incidents.
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 1  Q  No reason to believe that they were operated unsafely

 2     or in violation of rest rules?

 3  A  No.

 4  Q  All right.  Let's turn to Exhibit 40 -- IC-42X.

 5  A  I -- cross exhibit?

 6  Q  That's right.  Cross Exhibit IC-42.

 7  A  Okay.  Just a minute.

 8          Okay.  Whoops.  I'm there.

 9  Q  Okay.  That exhibit is an excerpt from your

10     cross-examination in the last case, right?

11  A  Yes.

12  Q  And you were asked, "Would PSP ever knowingly dispatch

13     pilots to jobs in violation of the state's rest rules

14     or any other safety regulations"?

15  A  That's correct.

16  Q  And you answered, under oath, "No"?

17  A  Yes.

18  Q  That hasn't changed since the last hearing, right?

19  A  Not knowingly.  We occasionally do, but it's

20     accidental, and everybody gets called on the carpet for

21     it.

22  Q  So you don't knowingly dispatch pilots to assignments

23     that would be unsafe or in violation of fatigue rules?

24  A  That's correct.

25  Q  And that means every one of the assignments listed by
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 1     PSP in response to Data Request 118 was, to your

 2     knowledge, dispatched as safe and rested?

 3  A  Yes.

 4  Q  The pilot watch calendar is structured roughly the same

 5     now as it was at the time of the last case, right?

 6  A  That's correct.

 7  Q  And these 30 pilots who worked assignments above 135 in

 8     2024, they worked their assignments under the same rest

 9     rules and watch standing schedule as everyone else,

10     right?

11  A  Yes.

12  Q  Under the fatigue rules currently in effect, at least

13     one PSP pilot safely performed 176 ship assignments in

14     the test year, right?

15  A  Yes.

16  Q  In this case, you described BPC's 2024 TAL of 123 as,

17     quote, safe and efficient, end quote, level of work for

18     PSP pilots, right?

19  A  That is correct.

20  Q  Your Exhibit IC-26 labels assignments above -- do you

21     need to get there?

22  A  Well, is it my exhibit or --

23  Q  It is your exhibit.

24  A  Okay.

25  Q  IC-26.
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 1  A  Okay.  I have it.

 2  Q  Thank you.

 3          It labels assignments above 123 as, quote,

 4     additional work performed above safe and efficient

 5     level established by the BPC in 2024, correct?

 6  A  Yes.

 7  Q  By describing the TAL at 123 as the safe and efficient

 8     level, are you implying that all the pilots performing

 9     above 123 assignments in a year are operating unsafely?

10  A  What I'm -- no, I'm not.  But I'm also saying that the

11     Commission's -- the Pilot Commission set that as their

12     safe and efficient assignment level.

13          Now, guys are coming in on their days off and

14     working.  The Pilot Commission says they don't want

15     that to happen as much as has been happening.

16  Q  So you're asking this Commission to accept that 123

17     assignments is the upper band of safe and efficient

18     work in this case, aren't you?

19  A  Yes.

20  Q  The TAL of 123 is calculated as an average, not a

21     safety ceiling above which operations become unsafe,

22     right?

23  A  That's correct.

24  Q  As an average, the TAL is a staffing efficiency target

25     applied across all pilots, not a safety threshold per
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 1     individual pilot, right?

 2  A  I'm sorry.  You're right.  And I misspoke.  An average

 3     of 123.

 4  Q  Okay.  Since it is an average, you are not asking this

 5     Commission to accept that 123 assignments is the upper

 6     band of safe and efficient work in this case, right?

 7  A  We're not asking this Commission to do anything other

 8     than fund the number of authorized pilots.  That's what

 9     we're asking.

10  Q  And so you, in your testimony in this case, have

11     discussed 123 assignments as the relevant number, and

12     now you're saying that we should disregard that and

13     only look at the effect of accepting that, which is the

14     number of funded pilots?

15  A  Can you repeat that question, please.

16  Q  Let's look at the Exhibit IC-26 that you were just

17     looking at.

18  A  Okay.

19  Q  It compares historical average assignment levels to

20     BPC's 2024 target assignment level of 123, right?

21  A  Yes.

22  Q  It shows that in 2021, pilots worked an average of

23     143.11 assignments per pilot, correct?

24  A  Yes.

25  Q  And in 2022, 146.71 assignments per pilot, right?
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 1  A  Yes.

 2  Q  And in 2023, 137.23 assignments per pilot?

 3  A  Yes.

 4  Q  And in 2024, 137.95 assignments per pilot?

 5  A  Yes.

 6  Q  So in every year from 2021 to 2024, pilots safely

 7     worked above the 2024 on-watch TAL of 123, right?

 8  A  Yes, Ms. DeLappe, we can refuse to not work extra, if

 9     you like, but we're not gonna.  So we're working beyond

10     what we should be working, what the Pilot

11     Commission said we should --

12  Q  Captain Carlson --

13  A  -- be working.

14  Q  -- that goes beyond my question.

15          What I asked was that pilots safely worked above

16     that TAL, and you answered yes.  That is the answer to

17     my question.  You will have an opportunity, as you

18     know, to discuss more on redirect.

19          On-watch -- regarding your rebuttal testimony in

20     IC-16T, which I recognize has now been revised, but you

21     testified there that the BPC's TAL of 123 includes only

22     on-watch assignments, right?

23  A  That's correct.

24  Q  Okay.  And you're either including or excluding

25     callbacks in that 123 average per pilot.  Which is it?
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 1  A  We're excluding callbacks in that 123.

 2  Q  Okay.  So let's -- I'm going to ask you to turn to

 3     Exhibit JR-10.  And that's the BPC's 2024 annual

 4     report.  And if you could turn to Page 9.

 5  A  Okay.

 6  Q  There on that page, you can see that it's -- says, "The

 7     group voted to recommend a target on-watch assignment

 8     level (TAL) of 123 assignments per pilot per year to

 9     align with the BPC's stated goal of limiting off-watch

10     assignments to a rate of 5 percent or less per year.

11     In June, the board unanimously voted to set the TAL at

12     123 assignments per pilot per year, which does not

13     include any callbacks."

14          So what you just testified is consistent with

15     excluding the callbacks, correct?

16  A  Correct.

17  Q  So you are using -- there it says to use a rate of 5

18     percent for the callbacks, right?

19  A  Or less.

20  Q  Okay.  So 123 multiplied by 1.05 equals 129, correct?

21  A  Yes.  Or less.

22  Q  So let's turn now to Cross Exhibit IC-37.

23          And that's a -- just as you're getting there, I'll

24     tell you that's a letter dated --

25  A  Yes.
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 1  Q  Okay.

 2  A  I got it.

 3  Q  Okay.  So that's a letter dated July 10th, 2024, that

 4     you submitted to the BPC on behalf of PSP, right?

 5  A  Right.

 6  Q  And in this letter, at Page 4, at the bottom of that

 7     page, above your signature, you show that when

 8     calculating the number of pilots needed, you applied

 9     the TAL of 123 to only 95 percent of the assignments,

10     right?

11  A  Correct.

12  Q  And that's because you explicitly reserved 5 percent

13     for callbacks?

14  A  That's correct.

15          Or excuse me.  Can you repeat that question again,

16     please.

17  Q  Certainly.

18          That's because you reserved 5 percent for

19     callbacks, right?

20  A  What do you -- excuse me.  But what do you mean by

21     reserve 5 percent for callbacks?

22  Q  So if you look at the third bullet point.

23  A  Right.

24  Q  You have there, 95 percent of 7,530 equals 7,153,

25     right?
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 1  A  Yes.

 2  Q  Isn't the use of 95 percent consistent with that 2024

 3     BPC annual report that I just quoted from?

 4  A  It is.  It's not what the -- what they did, but it is

 5     my submission.

 6  Q  And you're not talking about -- when you say it's not

 7     what they did, you mean the total of 62 pilots at the

 8     end of your letter?

 9  A  That too.  But they did not adopt a 5 percent mandatory

10     callback ratio.  They just said 123.  And that was

11     affirmed in the last Commission meeting twice.

12  Q  So let's proceed, then, with your calculation in this

13     letter, Captain Carlson.

14          In your July 2024 submission to the BPC, you were

15     asking the BPC to authorize 62 pilots, correct?

16  A  That's correct.

17  Q  And the BPC, after receiving that letter, authorized 60

18     pilots, not your requested 62?

19  A  That's correct.

20  Q  And in that July 10th, 2024, letter, at Page 4, the

21     formula you used to calculate the number of pilots was

22     to take the 95 percent of the total trailing 12-month

23     assignments, and then as a second step, to divide the

24     TAL of 123, divide that by the TAL of 123, and then for

25     the third step, to add a number for not-fit-for-duty
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 1     pilots --

 2  A  Yes.

 3  Q  -- and then add one for the president?

 4  A  Correct.

 5  Q  And that gives you the number of on-watch funded

 6     pilots, correct?

 7  A  That's correct.

 8  Q  And in the letter, the total assignment figure -- and

 9     for this, I'd like you to go back two pages.  That's

10     where you say about the projection, the predicting

11     traffic.

12          The total assignment figure you plugged into your

13     formula was 7,530 based on reducing your trailing 12

14     months of assignments at the time by the net reduction

15     of 104 assignments based on the Northwest Seaport

16     Alliance rotation schedule, right?

17                        MS. CARSON:  Object to the form of

18     the question as ambiguous.

19  Q  (By Ms. DeLappe)  Do you understand the question,

20     Captain -- excuse me.

21                        JUDGE FUKANO:  Any response from

22     PMSA?

23                        MS. DeLAPPE:  I don't believe it was

24     ambiguous to Captain Carlson, but I'm happy to clarify,

25     if it was.
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 1                        JUDGE FUKANO:  Perhaps, please

 2     rephrase.

 3                        MS. DeLAPPE:  Okay.  Thank you.

 4  Q  (By Ms. DeLappe)  So, Captain Carlson, you see on

 5     Page 2 that you referred to a reduction in the number

 6     of predicted vessels based on information from the

 7     Northwest Seaport Alliance rotation schedule, right?

 8  A  Yes.

 9  Q  And so the total assignment figure that you used on

10     Page 4 of this letter was 7,530, right?

11  A  Yes.

12  Q  And that was based on the trailing 12 months reduced by

13     104 assignments based on that schedule?

14  A  Yes.

15  Q  So following your math there, 95 percent of 7,530

16     equals 7,153 on-watch assignments, right?

17  A  Yes.

18  Q  And then you divide that by 123.  That equals 58.2,

19     right?

20  A  Yeah.

21  Q  And then you add .87 for not fit for duty and one for

22     the president.

23  A  That's correct.

24  Q  To get to 60 pilots, right?

25  A  Yes.
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 1  Q  Let's apply the formula that your letter -- in your

 2     letter to the actual assignment data that is now in the

 3     record.

 4          Are you asking for an objection for your counsel?

 5  A  Yes.

 6                        MS. DeLAPPE:  That's not your job,

 7     Captain Carlson.  That wasn't a question.

 8  Q  (By Ms. DeLappe)  So you do know the current trailing

 9     12 months for March 2025 to February 2026?

10  A  I do.

11  Q  It's 6,985?

12  A  Yes.

13  Q  So applying your formula, 95 percent of 6,985 would be

14     6,636?

15  A  Ms. DeLappe, this formula was not accepted by the Pilot

16     Commission.

17  Q  This is not the question.  I'm asking you to apply the

18     formula.  If you apply 95 percent to 6,985?

19                        MS. CARSON:  I'm going to object to

20     asking the witness to do this calculation on the stand.

21                        MS. DeLAPPE:  Then I can go ahead

22     and represent to you that it would be 6,636.

23                        JUDGE FUKANO:  Well, for purpose of

24     the objection --

25                        MS. DeLAPPE:  Sorry.
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 1                        JUDGE FUKANO:  -- I think it would

 2     be appropriate to proceed subject to check.  Would that

 3     be reasonable, PSP?

 4                        MS. CARSON:  Yes.

 5                        MS. DeLAPPE:  Thank you.

 6                        JUDGE FUKANO:  And subject to check,

 7     you may proceed.

 8                        THE WITNESS:  Go ahead.

 9  Q  (By Ms. DeLappe)  Do you have the calculation for us?

10          Did you calculate it, or would you like me to give

11     it to you?

12          6,636?

13  A  Yes.

14  Q  Okay.  And then if you divide that by the TAL of 123,

15     the answer is 53.9?

16  A  I have 54, but okay.

17  Q  After you add a president, it's 54.9?

18  A  No.  Actually, after you add a president and a not fit

19     for duty, it'd be 56.  You're not -- yeah.

20  Q  So thank you.  I think that is -- 56 is exactly where I

21     was going.

22          So PSP is asking this Commission to fund 60 pilots

23     in rates, but your own formula applied to actual

24     trailing 12-month data currently would only support 56,

25     right?
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 1  A  The Commission, the Pilot Commission formula supports

 2     60.  That's what we're asking for.  The 60 number for

 3     the --

 4  Q  Captain Carlson.

 5  A  -- Pilot Commission.

 6  Q  -- I was talking about your formula.

 7  A  My formula is defunct.  They didn't accept it.

 8  Q  Are you aware that Final Order 08 required PSP to

 9     clearly identify its projected vessel assignments?

10  A  Yes.

11  Q  And that's also required by the regulations, correct?

12  A  I think we sought clarity on that.  Anyway.  But we did

13     identify the projected assignments.  It's the very last

14     column.  The only thing I didn't do was sum the total.

15     In IC-14.  Very last column.

16  Q  So nowhere in your testimony in IC-01T did you identify

17     a specific number of projected assignments, did you?

18  A  I'm not certain.  I don't think I did.  But I'm not

19     certain.

20  Q  You are aware that PMSA and Commission staff reviewed

21     your direct testimony in this case and reached

22     different conclusions about what your projected

23     assignment number was?

24  A  Yes, I am.

25  Q  And you know that Captain Moore testified he believed
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 1     you were projecting 7,446 assignments?

 2  A  Yes.  Because those all -- those numbers are all in

 3     that last column.

 4  Q  And staff witness Sevall believed you were projecting

 5     7,289 assignments?

 6  A  That's because he removed cancellations.  But those

 7     numbers are in the column on the right.  Column AN.

 8  Q  So I'd like you to turn to Cross Exhibit IC-40.

 9  A  Okay.

10  Q  And whose exhibit is that question about?

11  A  Well, that question was sent to witness Sevall.

12  Q  Right.

13          But do you see there that it says -- the topic of

14     the question is Carlson Exhibit IC-14?

15  A  Yes.

16  Q  In your capacity as PSP's president and lead witness in

17     this case, do you keep yourself completely unaware of

18     data requests that are received by you personally in

19     your e-mail when they are directed to staff?

20  A  No, I don't.

21  Q  You do read them, don't you?

22  A  I do.

23  Q  And you read the responses to them, don't you?

24  A  I do.

25  Q  So you were aware of staff's response to this request
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 1     when it was made?

 2  A  I am.  I was.

 3  Q  And you were aware, then, that staff's witness Scott

 4     Sevall stated that the projected assignments in IC-14,

 5     quote, was not clearly articulated?

 6  A  Yes.  And that came January 23rd, which was between

 7     when our original was filed and our rebuttal was due.

 8  Q  So not until you filed your rebuttal testimony did you

 9     disclose specifically in your testimony that your

10     original 2025 vessel projection number was 7,446?

11  A  No.  We could have done an errata on the 9th of March,

12     but -- and it would have just involved putting one

13     number in that bottom cell, and that would have been

14     all it was.

15  Q  I think that we will not discuss the procedural rules

16     for errata revisions and move on, then, to your direct

17     testimony, IC-01T.

18          So you submitted that to the Commission in late

19     July 2025, correct?

20  A  Yes.  No.  Late June.  Or was it late July?  I'm sorry.

21     Late July.  You're right.

22  Q  Thank you for the assistance.

23          At that point, approximately six months of 2025

24     had passed, right?

25  A  Yes.
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 1  Q  In Exhibit IC-01T, you stated that -- and I can point

 2     you to the page.  It's --

 3  A  Please.

 4  Q  -- Page 55.  Starting at Line 16.

 5          You stated that PSP had already, quote, seen a

 6     substantial decrease in vessel traffic at the start of

 7     2025 due in large part to tariffs and economic

 8     uncertainty, right?

 9  A  Yes.

10  Q  But you identified only two specific pro forma

11     adjustments you were making to vessel traffic:  An

12     increase of 40 for cruise ships and a decrease of 182

13     for the Sea Reliance ATB, right?

14  A  Yes.

15  Q  And you intended the total from those adjustments to

16     result in 7,446 assignments for 2025?

17  A  Yes.

18  Q  So by the time you filed this testimony, you knew that

19     7,446 assignments was unlikely to be attained, didn't

20     you?

21  A  So what we use is Mike's methodology, which is known

22     changes in announcements.  These were a lot of blank

23     sailings.  They weren't removal from the schedule.  If

24     the vessels aren't removed from the schedule that's

25     posted on the Northwest Seaport Alliance website, we
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 1     don't remove them, because we don't know if they're

 2     going to stay or not.  These Trump tariffs, nobody

 3     knew.  We had -- I mean, nobody really knew.

 4  Q  So --

 5                        JUDGE FUKANO:  Beg your pardon.  In

 6     your response, you identify someone as Mike.  Who are

 7     you referring to?

 8                        THE WITNESS:  I'm sorry.  Captain

 9     Moore.

10                        JUDGE FUKANO:  Thank you.

11                        THE WITNESS:  My fault.  I'm sorry.

12                        MS. DeLAPPE:  That's M-o-o-r-e.

13  Q  (By Ms. DeLappe)  All right.  So the -- let's turn to

14     Exhibit JR-31.  And while that's being run to you, that

15     is the PSP earned revenue report, UTC, for June 2025.

16                        JUDGE FUKANO:  What was that exhibit

17     number again?

18                        MS. DeLAPPE:  JR-31.

19                        JUDGE FUKANO:  Thank you.

20                        MS. DeLAPPE:  Thank you.

21  Q  (By Ms. DeLappe)  And if you could turn to the second

22     page.

23          So that was -- that report, that was prepared by

24     PSP, right?

25  A  Yes.
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 1  Q  And that was prepared on July 9th, 2025?

 2  A  Yes.

 3  Q  And so you had that report before you filed your direct

 4     testimony in this case?

 5  A  Most probably, yes.

 6  Q  Let's turn to Page 2, the summary page.

 7          And if you could go down two lines on that page,

 8     where it shows ship assignments year to date through

 9     June 30th, 2025.

10  A  Yes.

11  Q  So that's the first six months of 2025.  You have a

12     total of 3,419 assignments?

13  A  Yes.  And, of course, even though -- and I'll

14     stipulate, yeah, traffic's down.  But the first half of

15     the year doesn't yield as much traffic as the second

16     half of the year ever.

17  Q  But if you did double that number of assignments to

18     annualize it, it would be approximately 6,838

19     assignments?

20  A  If that were the formula, yes.

21  Q  So that annualized pace of assignments would be 608

22     assignments below your projected figure of 7,446,

23     correct?

24  A  Yes.

25  Q  So to reach 7,446 for the full year, PSP would need --
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 1     would have needed to have completed 4,027 ship

 2     assignments in the second half of 2025, right?

 3  A  Right.  We do not want to cast into doubt any -- we

 4     don't want to build revenue that's not there.  So put

 5     another way, if -- this doesn't benefit us to build

 6     revenue that's not there.  But if those vessels were on

 7     the schedule and they were not coming, they call them

 8     blank sailings.  If those vessels were blanked, we

 9     didn't remove them from the -- from the equation.  And

10     those vessels were blank sailings.

11  Q  So, Captain Carlson, that would have represented almost

12     18 percent increase, like, more traffic in the second

13     half of the year than in the first half, right?

14  A  Okay.

15  Q  So you testified that the substantial decrease in

16     traffic, as we discussed just now, in the first six

17     months was driven by tariffs and economic uncertainty?

18  A  Yes.

19  Q  As of July 2025, had those conditions abated?

20  A  No.

21  Q  You had no reason to believe there was any reversal of

22     those conditions on the horizon, did you?

23  A  From time to time, we did have reason to believe.

24     We -- we subscribed to the Journal of Commerce and

25     newsletter, and there is all sorts of speculation on
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 1     what's going to happen with shipping based upon Trump

 2     tariffs:  Are they going to stay?  Are they going to

 3     go?  What's going to happen?

 4  Q  You didn't identify any of that in your Exhibit IC-01T?

 5  A  Other than to say uncertainty.

 6  Q  There was no evidence that you presented for believing

 7     that the -- those conditions would abate --

 8                        MS. CARSON:  Objection.

 9  Q  (Continuing by Ms. DeLappe)  -- in 2025?

10                        MS. CARSON:  Objection.  The witness

11     is allowed to provide evidence on the stand.

12                        MS. DeLAPPE:  I'm just asking

13     regarding the requirement that there be vessel

14     projections and analysis supporting them in the initial

15     filing.

16                        JUDGE FUKANO:  I'm going to sustain

17     the objection.  I believe the witness was in the

18     process of testifying what he relied on for the basis

19     of his calculation and that -- yes, so objection will

20     be sustained.

21          You may continue your answer.

22                        THE WITNESS:  Anyway, so -- forgot

23     where I was.

24          Regardless, there was uncertainty.  We didn't

25     know.  We kept doing like everybody else, looking for a
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 1     bright spot.  We didn't know, and so we just held on

 2     and waited.

 3          We understood that it could go the wrong way for

 4     us.  Not in this case, but just traffic would continue

 5     to drop.  And it did.  And we were looking -- and now

 6     we're looking at other things for it to rise.  We don't

 7     know for sure.  Nor does anybody.

 8  Q  (By Ms. DeLappe)  So to summarize, you internally had

 9     data, as of the filing, the initial filing, that there

10     were only 3,419 assignments in the first half of 2025,

11     but you did not include that information in your

12     initial filing?

13  A  That's correct.

14  Q  And you did not identify any evidence in your filing of

15     reasons to believe that the economic uncertainty and

16     tariffs would be reversed at any time during 2025?

17  A  Nor did we have any certainty that it would continue.

18  Q  Last night, you filed a revised projection changing

19     your rebuttal evidence from a projection of 7,186 to

20     7,114, right?

21  A  That's correct.

22  Q  And that was to provide an update based on more recent

23     data?

24  A  No.  It was based on a mistake I made.  So not more

25     recent.  The data was there, but I just didn't catch it
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 1     when I was putting it together.

 2  Q  If you could look at Exhibit MM-60.  And that is an

 3     announcement issued on January 2023 -- 2026 about -- so

 4     about Evergreen canceling its weekly service, right?

 5  A  Canceling its ad hoc weekly service, yes.

 6  Q  And so that is information that you had at the time

 7     that you filed your rebuttal testimony, isn't it?

 8  A  No, it isn't.

 9  Q  You don't receive these published announcements?  You

10     don't follow them?

11  A  I was surprised when I saw this one, yeah.

12  Q  And you saw it for the first time in Captain Moore's

13     submission?

14  A  That's correct.

15  Q  So that's two pilots in on -- and two pilots out.  So

16     four pilots a week, right?

17  A  That's correct.

18  Q  And you just revised your forecast, but the forecast

19     that you just submitted last night is still not

20     accurate, is it?

21  A  Well, we're going to check -- we're going to be asking

22     you guys in a bit whether or not you want to remove

23     those.  Because we don't think that they're really

24     going to go away.  We -- in fact, I checked with

25     Captain Chang, the port captain for Evergreen, the
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 1     other day, and he sent me an e-mail saying, We hope it

 2     doesn't.  We don't think it will.

 3          So that's not.

 4  Q  I think that answers my question, then, that your

 5     revised rebuttal evidence doesn't account for that.

 6  A  That's correct.

 7  Q  Okay.  So I'm going to switch topics now.

 8          In your testimony in this case, you are arguing

 9     that the current retirement needs to stay in place

10     because you consider it a critical component of how to

11     attract and retain pilots, correct?

12  A  Can you point me to where I say that, that retirement

13     attract and retain?

14  Q  So if you look at --

15  A  Tied together.

16  Q  -- Exhibit IC-16T, Page 66, starting at Line 11.

17                        JUDGE FUKANO:  What page was that

18     again?

19                        MS. DeLAPPE:  Page 66.

20                        JUDGE FUKANO:  Thank you.

21                        THE WITNESS:  Okay.

22  Q  (By Ms. DeLappe)  And so there, you see that you are

23     talking about attracting and retaining -- right? -- at

24     Line 13?

25  A  I do.
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 1  Q  And summarizing this testimony, would it be fair to say

 2     you are arguing that the current retirement needs to

 3     stay in place because it is a critical component of

 4     attracting and retaining pilots?

 5  A  It's a critical component, yes.

 6  Q  So as president of PSP, you are responsible for the

 7     financial management and stewardship of PSP and its

 8     various programs, including pilot retirement, correct?

 9  A  Yes.

10  Q  That means you have a fiduciary responsibility for this

11     retirement program, right?

12  A  I don't know about the legalese of whether I have a

13     fiduciary retirement for a PAYGO system.  We just have

14     a requirement that we pay it when the -- but no -- no

15     investment responsibility.  It's just pay as you go.

16  Q  So at well over six and a half million dollars, this is

17     PSP's single largest expense line in PSP's budget,

18     correct?

19  A  That is correct.

20  Q  Unlike PSP's other expenses, every dollar of this

21     expense goes directly to former PSP pilots or their

22     estates.  There's no third party collecting money,

23     correct?

24  A  Or their spouses.  Their -- if they passed on, their

25     spouses.
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 1  Q  And ratepayers are funding approximately $6.5 million

 2     per year in compensation to current PSP members who, by

 3     vote of the PSP members and retirees, agree to pay this

 4     as deferred compensation to former PSP pilots, correct?

 5  A  Can you point to where I say that in my testimony.

 6                        MS. CARSON:  Yeah, I'm going to

 7     object to the extent it calls for a legal conclusion or

 8     is not in his testimony.  I don't think he refers to

 9     deferred compensation.

10                        MS. DeLAPPE:  So I can look at the

11     BPC 2024 annual report.

12  Q  (By Ms. DeLappe)  And you would at least agree with me

13     that those payments --

14                        JUDGE FUKANO:  So one moment.  I'd

15     like to resolve the objection.

16                        MS. DeLAPPE:  Oh.  Thank you.

17                        JUDGE FUKANO:  So do you have a

18     response?

19                        MS. DeLAPPE:  Yeah.  I'm not asking

20     for a legal opinion here.  I think that I'm asking

21     simply for how PSP's operations work for where these --

22     how these payments are dealt with.

23                        JUDGE FUKANO:  Okay.  Then I'm going

24     to sustain the objection as to the question as posed

25     and ask to rephrase.
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 1                        MS. DeLAPPE:  Okay.

 2  Q  (By Ms. DeLappe)  Let's take this in parts.

 3          So the PSP members and retirees have agreed by

 4     vote that these payments go to former pilots, their

 5     spouses, their estates, correct?

 6  A  Ms. DeLappe, I'm not sure about the estate portion.

 7     They go to the former pilots, and if that former pilot

 8     has passed on, to that pilot's spouse.  Then if she

 9     passes on, it ends.

10  Q  And would you disagree that it's deferred compensation

11     to those former pilots?

12                        MS. CARSON:  Objection.  Legal

13     conclusion.

14                        MS. DeLAPPE:  I am not familiar with

15     any term of art, legal or otherwise, that I'm asking

16     for here.

17                        JUDGE FUKANO:  I'm going to overrule

18     the objection.  Witness can answer, if he knows.

19                        THE WITNESS:  I don't know.

20                        MS. DeLAPPE:  Thank you.

21  Q  (By Ms. DeLappe)  This retirement system is an unfunded

22     defined benefit plan, right?

23  A  Yes.

24  Q  So that means PSP has no assets set aside for it,

25     right?
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 1  A  That's correct.

 2  Q  And as PSP's president, do you know the total unfunded

 3     liability of PSP's retirement plan?

 4  A  I have not looked in the last financial report, so I'm

 5     not sure.

 6  Q  So your last financial report, who prepares that?

 7  A  Shannon & Associates.  We give it to the Pilot

 8     Commission as well.

 9  Q  And we have a lot of reports in the record that have

10     been filed by PSP to the BPC.

11          Is that the Commission you're referring to?

12  A  I'm sorry.  Yes, it is.

13  Q  And so are you saying that those reports state the

14     present value of all future payments owed to current

15     retirees and the amounts accrued by active pilots?

16  A  No, I misspoke.  They -- they state the amount that we

17     paid in a year.

18  Q  So they do not state the total unfunded liability of

19     the retirement plan, do they?

20  A  That's correct.

21  Q  But you do know what that amount would be, don't you?

22  A  No.  I'm not an actuary.

23  Q  PSP has hired an actuary in the past, hasn't it?

24  A  Yes.

25  Q  And are you familiar with any of that actuarial

0120

 1     analysis?

 2                        MS. CARSON:  Objection.  There is no

 3     actuarial analysis in this case.  Any references go

 4     back one or two cases earlier.

 5                        JUDGE FUKANO:  Response.

 6                        MS. DeLAPPE:  The amount of the

 7     unfunded liability for the PAYGO system is absolutely

 8     relevant to this case.  And the fact that that was

 9     calculated by PSP's own actuarial expert in the last

10     rate case is relevant.

11                        JUDGE FUKANO:  I'm going to overrule

12     the objection.

13          You may proceed.

14                        MS. DeLAPPE:  Thank you.

15                        THE WITNESS:  Can you repeat the

16     question, please.

17                        MS. DeLAPPE:  I'm tempted to ask the

18     court reporter to do so.  Is that possible?

19                               (Pertinent portion of the

20                                record read by the

21                                reporter.)

22

23                        THE WITNESS:  No.

24  Q  (By Ms. DeLappe)  So as PSP's president during the last

25     rate case, you never looked at any of the actuarial
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 1     analysis that PSP commissioned?

 2  A  So now you're asking me about the last rate case.  Not

 3     this one, not now, not currently.  I thought your

 4     question was about the actuarial currently.

 5  Q  I asked you --

 6  A  I'm not, though.  And I'm not -- I don't recall that

 7     one.  Sorry.

 8  Q  So you have no recollection of an individual by the

 9     name of Christopher Wood?

10  A  No, I didn't say that.  But I do know Chris Wood, or

11     "Tiff" they call him.

12  Q  Mm-hmm.

13          And do you know that he filed rebuttal testimony

14     in the last rate case at PSP's direction?

15  A  Yes.

16  Q  And you would recognize that as Exhibit -- Cross

17     Exhibit IC-41?  Just to say that you recognize that.

18  A  I rec- -- excuse me.  I recognize the name.  I don't

19     recognize the cross exhibit, Ms. DeLappe.  I'm sorry.

20  Q  But you did know that Tiff, as you call him, filed

21     rebuttal testimony in the last rate case at PSP's

22     direction?

23  A  Yes, I do know that.

24  Q  And are you aware that, in that testimony, he stated

25     the total liability for PSP's retirement plan?
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 1  A  Looks like he's -- did it in his rebuttal testimony on

 2     Page 5.  Is that what you're getting at?

 3  Q  Yes.

 4          And the total amount that he calculated that at

 5     was nearly 500 million, wasn't it?

 6  A  I see it as 402.98 million.  That's nearly a long ways

 7     away.

 8                        MS. CARSON:  I object to this line

 9     of questioning.  There's a exhibit that's referred to

10     here that is not in the record and is not part of this

11     cross-exam exhibit, CRW-9.  I think, without that, it's

12     not possible to fully answer the question.

13                        JUDGE FUKANO:  Response.

14                        MS. DeLAPPE:  So I am looking at

15     Page 5, Exhibit 41, Cross Exhibit 41.  And I'm asking

16     about the amount that is stated at Line 20 as 495.7

17     million, which is Page 5 as Captain Carlson noted.

18                        MS. CARSON:  And I'll again object

19     that this witness has no personal knowledge of this

20     actuarial projection.  He's not an actuary.

21                        MS. DeLAPPE:  I'm not asking for him

22     to give any actuarial analysis about it.

23                        JUDGE FUKANO:  So this exhibit has

24     not yet been admitted into the record.  Do I understand

25     now that PMSA is -- I guess I understood PMSA's
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 1   question as a question without reference to the

 2   exhibit, although the witness has now referred to it.

 3        Is PMSA intending to offer this exhibit into the

 4   record?

 5                      MS. DeLAPPE:  So, Judge Fukano,

 6   Captain Carlson did state, contrary to his lawyer's

 7   statement, that he does have personal knowledge that

 8   this particular witness did submit rebuttal testimony

 9   at PSP's direction.  And this is rebuttal witness from

10   that same individual in that same case.  I believe that

11   there is foundation established.

12                      JUDGE FUKANO:  Response from the

13   company.

14                      MS. CARSON:  I continue to object

15   based on foundation.  He's not an actuary.  He doesn't

16   have the full referenced information that's in this

17   rebuttal testimony.  So I continue to object.

18                      JUDGE FUKANO:  I am going to sustain

19   the objection as to the admission of this exhibit.

20   However, the Commission will allow it to be used for

21   cross purposes only.  And the witness may answer, if he

22   has knowledge.  Again, the witness has testified that

23   he's not an actuary and is unfamiliar with the

24   calculations.

25                      MS. DeLAPPE:  Thank you.
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 1  Q  (By Ms. DeLappe)  So the amount of 495.7 million as

 2     necessary costs to fund continuation of the

 3     pay-as-you-go pension plan for 50 years as calculated

 4     by Mr. Wood in PSP's last case on behalf of PSP, do you

 5     have any reason to believe that that is not -- was not

 6     at that time the total unfunded liability of PSP's

 7     retirement plan?

 8                        MS. CARSON:  Object to the form of

 9     the question.  Vague.  Ambiguous.

10                        JUDGE FUKANO:  Response.

11                        MS. DeLAPPE:  I believe it was

12     clear, Your Honor.

13                        JUDGE FUKANO:  I'm going to overrule

14     the objection.  The witness can answer, if he knows.

15                        MS. DeLAPPE:  Did that get caught in

16     the record?  It was not very clear.

17                        THE WITNESS:  I'm not sure.

18  Q  (By Ms. DeLappe)  PSP has, then, no updated value

19     performed by anyone of the retirement liability?

20  A  That's correct.

21  Q  So the magnitude of this open-ended liability is not

22     known?

23  A  We don't quite see it as open-ended.  I think the

24     Commission doesn't either.

25  Q  So it is a future obligation to pay retirees, right?

0125

 1  A  Yes.

 2  Q  And that obligation, the amount of that obligation is

 3     not reflected on PSP's balance sheet, is it?

 4  A  That's correct.

 5  Q  So participants in any retirement plan, especially a

 6     defined benefit plan, would have a legitimate interest

 7     in knowing the value of their accrued benefit for

 8     estate planning and beneficiary designation purposes,

 9     wouldn't they?

10                        MS. CARSON:  Objection.  Foundation.

11     Calls for a legal conclusion.

12                        JUDGE FUKANO:  Response.

13                        MS. DeLAPPE:  I am not asking him

14     any legal questions.  I'm just asking him common sense

15     questions.

16                        JUDGE FUKANO:  I will overrule the

17     objection.

18          You may answer, if you know.

19                        THE WITNESS:  Can you repeat the

20     question, please.

21                        MS. DeLAPPE:  Certainly.

22  Q  (By Ms. DeLappe)  Participants in any retirement plan,

23     especially defined benefit plan, have a legitimate

24     interest in knowing the value of their accrued benefit

25     for estate planning and beneficiary designation
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 1     purposes, don't they?

 2  A  Yes.  However, the beneficiary, if -- if -- for estate

 3     planning, I'm not quite sure.  Because if a pilot dies,

 4     his wife or her husband gets half.  That's as far as

 5     the planning goes.  You know what your pension's going

 6     to be.  You know what your percentage is going to be

 7     before you retire.

 8  Q  So when a pilot, a PSP pilot asks you as president,

 9     "What is my retirement going to be worth?" you can't

10     give them a number?

11  A  I can give them a number of what it's worth today based

12     on their years of service and the past three years.  I

13     can't give them an idea what it's going to be like in

14     ten years.

15  Q  You, yourself, are a licensed PSP pilot, right?

16  A  Yes.

17  Q  So when you're doing your own financial planning, you

18     have a value that you ascribe to your retirement plan,

19     correct?

20  A  I have a plan, yes.

21  Q  And you have a value you ascribe to that?

22  A  Yes.

23  Q  If PSP can explain the retirement value to its own

24     members for their personal planning but doesn't provide

25     that same information on the aggregate level in PSP's
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 1     financials, how do you reconcile that?

 2  A  I'm not an accountant, so I don't do that.

 3  Q  Now, one of your key arguments in this case is that you

 4     need a 52 percent rate increase in order to attract and

 5     retain qualified pilots because the current

 6     compensation is inadequate, right?

 7  A  Yeah, I think that's a number, yeah.

 8  Q  And the UPC study that PSP asked Lane Sisung to perform

 9     specifically excluded retirement benefits from its

10     comparison, correct?

11  A  That's correct.

12  Q  And the study's stated reason for excluding the

13     retirement was that, quote, accurately valuing pension

14     benefits across pilot associations would require a

15     detailed actuarial analysis to ensure apples-to-apples

16     comparisons.

17          In other words, it is hard to accurately compare

18     retirement values, correct?

19  A  That's correct.

20  Q  So you agree with his decision to exclude benefits from

21     his research because it's difficult, challenging to

22     accurately judge?

23  A  On the pension, yes.  Because of ages and actuarials

24     for each group, it just -- it'd just be impossible.

25  Q  So his study doesn't show how PSP retirement benefits
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 1     rank against other pilotage grounds, right?

 2  A  Yeah, I can tell you:  Lower.  But anyway...

 3  Q  You didn't conduct a formal study.  It's in the

 4     evidence in this case?

 5  A  No.  I was just trying to have a little levity.

 6  Q  Okay.  It's hard for the record to capture that.

 7          Since retirement benefits are excluded, PSP has

 8     presented no evidence from which to conclude whether

 9     these benefits attract new trainees, correct?

10  A  Can you say --

11                        MS. CARSON:  Objection.  Ambiguous.

12     It's not clear what benefits you're referring to.

13                        MS. DeLAPPE:  The question stated

14     retirement benefits.

15                        JUDGE FUKANO:  Will you perhaps

16     rearticulate or rephrase.

17                        MS. DeLAPPE:  I'm having a little

18     trouble understanding which part was not clear.

19  Q  (By Ms. DeLappe)  So since PSP's retirement benefits

20     and other pilotage grounds' retirement benefits were

21     excluded from the study, PSP has presented no evidence

22     from which to conclude whether the benefits attract

23     trainees, correct?

24  A  We have not, no.

25  Q  But in your testimony, you state that these benefits
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 1     are important attract-and-retain factors?

 2  A  They are -- listen.  When a candidate is deciding where

 3     to go, they look at the total package.  And

 4     retirement's one of them.

 5  Q  So let me see if I understand your position.

 6          You're asking this Commission to authorize

 7     ratepayers to continue funding PSP's retirement system,

 8     right?

 9  A  Yes.

10  Q  And this is PSP's single largest annual expense?

11  A  Yes.

12  Q  The total liability was quantified in the last rate

13     case, and it is growing.

14  A  Is there a question there?

15  Q  Is that correct?

16  A  I didn't quite -- it is growing, yes.

17  Q  You don't know what the current present value of that

18     liability is?

19  A  I do not.

20  Q  And you can't tell your own members or any potential

21     trainees what the actual value of the benefits of the

22     plan are?

23                        MS. CARSON:  Objection.

24     Misrepresents the witness's testimony on that point.

25                        MS. DeLAPPE:  I'm checking to see
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 1     whether I got it correct.

 2                        JUDGE FUKANO:  Overruled with

 3     respect to a request for clarification.

 4          You may proceed.

 5                        MS. DeLAPPE:  Could you clarify

 6     that.

 7                        THE WITNESS:  So we can tell

 8     trainees or applicants that we're recruiting what the

 9     retirement percentage would be per year of service.

10     That's all we can do.

11  Q  (By Ms. DeLappe)  So you're not able to tell potential

12     retirees of the full value of the retirement benefits

13     if they worked at PSP for the --

14  A  No, they know it's a percent and a half per year of

15     service.  That's all they know.

16  Q  So if Mr. Sisung cannot make a comparison of retirement

17     benefits in his study because they are too complex to

18     compare, how is an average pilot trainee applicant

19     supposed to evaluate and compare those benefits?

20  A  I don't know.  That might be why we have a problem.  I

21     don't know.

22  Q  If the retirement cannot be evaluated by a potential

23     applicant, it can't possibly be used as an

24     attract-and-retain factor, could it?

25  A  When we -- in fact, just this weekend, we had a couple
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 1     pilots go down to Women Offshore -- Women in Maritime

 2     Leadership, trying to recruit people.  I'm certain that

 3     this came up and they talked about a percent and a half

 4     a year.  You multiply that times 20 years, and you get

 5     30 percent.  I'm sure that's what -- that's what I knew

 6     it was before I became a pilot.

 7  Q  So given the effect of this unfunded liability in favor

 8     of retirees, if potential applicants knew about the

 9     retirement plan PSP has put in place, they might

10     actually be scared away from applying to the Puget

11     Sound, wouldn't they?

12  A  I need to clarify something.  It was industry, PSP, and

13     the Pilot Commission that put it into place.  Not just

14     PSP.

15  Q  I believe that that -- there's evidence to the

16     contrary.  But if we skip over that part, let me read

17     it without that part that you take issue with.

18          Given the effect of this liability, this unfunded

19     liability in favor of retirees, if potential applicants

20     knew about the retirement that is in place, they might

21     actually be scared away from applying to the Puget

22     Sound, correct?

23                        MS. CARSON:  Objection.  Lacks

24     foundation as to what candidates might or might be

25     scared away by.
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 1                        MS. DeLAPPE:  There was no objection

 2     when I asked earlier and the witness attempted an

 3     answer.

 4                        JUDGE FUKANO:  The witness, I

 5     believe, has previously stated that the retirement

 6     package is a component in attracting qualified

 7     candidates to the pilotage grounds, so I think it's

 8     within the scope of the witness's prior testimony.

 9          So the objection's overruled.

10                        THE WITNESS:  Can you ask the

11     question again, please.

12  Q  (By Ms. DeLappe)  Given the effect of this unfunded

13     liability in favor of retirees, if potential applicants

14     knew about the retirement that PSP has in place, they

15     might actually be scared away from applying to the

16     Puget Sound?

17  A  That requires me to get into the head of a future

18     applicant.  I can't answer that question.

19  Q  And would you say that attract and retain, as you

20     understand it, in your testimony here, is putting you

21     in the same situation of getting in the head of a

22     potential applicant?

23                        MS. CARSON:  Objection.  I just want

24     to clarify what Captain Carlson's testimony actually

25     says about attract and retain, because I think it's

0133

 1   being misrepresented here.

 2        He's talking about the kind of overnight

 3   reallocation, the removal of the pension plan would

 4   move in a way that predictably impairs Washington's

 5   ability to attract and retain.  So it's talking about

 6   completely doing away with the pension plan would

 7   interfere with the ability to attract and retain.

 8   There's a difference.

 9                      MS. DeLAPPE:  And I would say that

10   the logical corollary is exactly what Captain Carlson

11   has already affirmed in his testimony.  That's water

12   under the bridge in this testimony today.

13                      THE WITNESS:  However -- oh, I'm

14   sorry.

15                      JUDGE FUKANO:  I'm going to --

16   acknowledging that that is the context of the statement

17   in testimony, the witness has still testified in the

18   hearing today regarding the competitive nature of

19   certain retirement packages and the need for retirement

20   packages to attract good quality candidates, so I

21   believe that this is still within a reasonable scope of

22   the witness's testimony, and so I'll overrule the

23   objection.

24                      THE WITNESS:  Can you ask the

25   question again, please.

0134

 1                        MS. DeLAPPE:  I believe this is

 2     maybe my fourth time, and I hope it will be my last.

 3  Q  (By Ms. DeLappe)  Given the effect of this unfunded

 4     liability in favor of retirees, if potential applicants

 5     knew about the retirement plan PSP has in place, they

 6     might actually be scared away from applying to the

 7     Puget Sound, wouldn't they?

 8  A  I think the fact that they would have -- that every new

 9     pilot and active pilot would have to pay four and a

10     half million dollars to the plan that was already in

11     place for years would have a catastrophic effect on

12     trainees' applications, yes.

13  Q  And let me just state that -- well, one more question

14     on that.

15          Wouldn't that be a reason, then, to leave the

16     magnitude of the unfunded obligation off PSP's books,

17     then?

18  A  Who would pay for it?  No, it would not be a reason to

19     leave it off the books.  It's a promise to pilots when

20     they become pilots.  It is a contract.  My

21     understanding -- I'm not an attorney.  My

22     understanding, the pilots are bound by it.

23  Q  Now -- yes, that is interesting, given that I've

24     received so many objections about asking you for legal

25     opinions.  I appreciate your caveat that you're not an
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 1     attorney on that.

 2          Regarding the -- whether PSP put this in place,

 3     would just like to revisit briefly the history of that.

 4          It occurred as a settlement originally in which

 5     that was one factor of many, correct, Captain Carlson?

 6  A  I think Walt Tabler is the witness on the history of

 7     this.

 8  Q  And yet you just testified about it.  And who put it in

 9     place?  Are you now professing that you are ignorant of

10     those circumstances?

11  A  I'm not.  But the specifics of this are known by Walt

12     Tabler.

13  Q  And so you're not the witness to testify on that

14     subject, are you?

15  A  I think Walt Tabler is a witness.

16  Q  All right.  Captain Carlson, I accept that you're not

17     the witness to explain that.

18          Captain Carlson, in your rebuttal testimony,

19     Exhibit IC-16T, Page 3, you claim that if PMSA's

20     funding proposal were adopted, it would trigger a,

21     quote, destabilizing cascade of litigation and

22     potential liquidation, correct?

23  A  Yes.

24  Q  And on that same page, as you stated, quote, that

25     outcome would be catastrophic for PSP and would
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 1     severely disrupt pilotage service in Puget Sound with

 2     obvious negative consequences for the safe movement of

 3     vessels, correct?

 4  A  I did.

 5  Q  And another PSP witness, who you just referred to, Walt

 6     Tabler, testified in his testimony, Exhibit WST-01T,

 7     that PMSA's proposed tariff funding would be, quote,

 8     catastrophic and, quote, would likely trigger an unruly

 9     liquidation of the organization.

10          Do you agree with his characterization?

11  A  Yeah, I think so.

12  Q  So let's look at the numbers.

13          PSP's retirement request is for 6.8 million,

14     correct?

15  A  Can you refer me to the exhibit?

16  Q  It's based on -- so Exhibit AML-03.  If you want to

17     look at the schedule that Ms. LaRue prepared.  That's

18     in Schedule 2.34, Cell Q85.

19                        MS. CARSON:  The spreadsheet.

20                        THE WITNESS:  Excuse me.

21                        MS. CARSON:  AML-03.

22                        COMMISSIONER RENDAHL:  Can I have a

23     minute to find that, please, and could you repeat that

24     reference.

25                        MS. DeLAPPE:  It's in Exhibit AML --
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 1                        MS. CARSON:  It's AML-03.  Yep.

 2     AML-03.

 3                        MS. DeLAPPE:  03.  Schedule 2.34.

 4     And it's in Cell Q85.

 5                        MR. STARKEY:  Clarify specifically

 6     where.

 7                        MS. DeLAPPE:  Yeah.  Cell Q85 and

 8     Schedule 2.3.  Let's see.

 9                        JUDGE FUKANO:  2.34, yes.

10                        MS. DeLAPPE:  Yes, 2.34.  I'm sorry.

11                        MR. STARKEY:  2.34.  Then which

12     cell --

13                        MS. DeLAPPE:  Q85.

14  Q  (By Ms. DeLappe)  Are you with me?

15  A  Yep.  Yes.

16  Q  Okay.  So PSP's retirement request is for approximately

17     6.8 million, right?

18  A  Yes.

19  Q  Staff's retirement recommendation is for approximately

20     4.5 million, correct?

21  A  Yes.

22  Q  And PMSA's retirement recommendation is for a little

23     over two million, correct?

24  A  I haven't done that math in a while, but you're saying

25     36,000 times 56?  Is that what you're saying?
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 1  Q  It's in Exhibit MM-70, if you'd like to refer to it.

 2  A  Yeah, well, 36,000 times 56 is a little over two

 3     million.

 4  Q  Thank you.

 5          So you're not actually testifying, that if the

 6     revenue requirement is lower than what PSP is

 7     requesting by 2.2 million or 4.8 million, that that

 8     would result in a destabilizing cascade of litigation

 9     and potential liquidation, are you?

10  A  I am.  4. whatever -- $4.8 million is a lot to put on

11     the back of 56 pilots who thought they were having a

12     pretty stable retirement looking ahead.

13  Q  So you're saying that PSP is going to liquidate its

14     entire business if individual pilots are asked to begin

15     contributing to their own retirement accounts?

16                        MS. CARSON:  Objection.

17                        THE WITNESS:  I think it's --

18                        MS. CARSON:  Misrepresents the

19     witness's testimony.

20                        JUDGE FUKANO:  Response.

21                        MS. DeLAPPE:  It's a completely

22     faithful representation of the corollary of what he is

23     stating, and I'm only asking him to state whether he

24     agrees with the corollary.

25                        JUDGE FUKANO:  The witness's
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 1     testimony does refer to liquidation.  So I will -- I

 2     will overrule the objection, but perhaps rephrase to

 3     refer to the witness's statement.

 4                        MS. DeLAPPE:  Thank you.

 5  Q  (By Ms. DeLappe)  So, Captain Carlson, you stated that

 6     if the revenue requirement is -- does not include the

 7     2.2- or $4.8 million of -- that you are requesting,

 8     that you would -- that PSP is going to liquidate its

 9     entire business, correct?

10  A  No.  I didn't testify to that in writing.  I said

11     trigger a destabling effect, cascade of litigation,

12     which it would.  People would be suing like crazy.  And

13     possible litigation.

14  Q  Liquidation.

15  A  Potential.

16  Q  And so this cascading litigation would occur because

17     pilots are being asked to contribute to their own

18     retirement accounts?

19  A  They would be contributing to somebody else's

20     retirement account, not theirs.  This is past

21     obligations.

22  Q  Let's talk about your comment that they would have

23     obvious -- that this would have obvious negative

24     consequences for the safe movement of vessels.

25          So contributing -- the pilots having a part in
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 1     contributing toward their own retirement plan would

 2     lead to those obvious negative consequences?

 3  A  Can you please tell me what line that's on.

 4  Q  It's in your testimony that we discussed a couple of

 5     minutes ago, at Exhibit IC-16T, Page 3.

 6  A  What line?

 7  Q  It's on a little further down from -- let's see -- from

 8     where we talked about your cascade of litigation.  So

 9     let me pull that up.

10          So I have that as Line 9.

11  A  Okay.  So, and then the question.

12  Q  So if pilots had to contribute towards the retirement

13     plan, their own retirement plan at PSP, you say that

14     will have obvious negative sequences for the safe

15     movement of vessels, right?

16  A  It depends on the amount that they have to contribute.

17     As per your submission, as per Captain Moore's

18     submission, that would cause problems here because

19     pilots -- pilots will contribute to their plan.  They

20     just -- the amount of $4 million is ridiculous when

21     they were promised other amounts of money.

22          So what would happen?  Younger pilots would leave

23     the system.  Younger pilots would go somewhere else.

24     What would happen?  Then the older pilots would be left

25     to -- or middle-aged or whatever.  We'd have a shortage
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 1     of pilots.  That shortage of pilots would cause safety

 2     issues, yes.

 3  Q  You personally would never purposefully place a vessel

 4     that you're piloting in an unsafe condition based on

 5     how much that vessel is lawfully paying under a

 6     Commission-approved tariff, would you?

 7  A  Of course not.

 8  Q  Nor would you expect anything less of your pilots?

 9  A  Of course not.

10  Q  So let's look at Exhibit -- Cross Exhibit 45.  IC-45.

11  A  Yeah.

12  Q  That shows a productivity table that you submitted with

13     your rebuttal testimony in the last rate case, right?

14  A  Yes.

15  Q  And you testified on that same page, quote, if the

16     efficiency measures are increasing the number of

17     pilotage assignments that a pilot can perform during

18     their on-watch duty cycle, then these measures are

19     doing their job.

20  A  Yes, I did.

21  Q  So if you could turn now to cross Exhibit 47.  IC-47.

22          That's an excerpt from the hearing transcript in

23     the last case.

24  A  Okay.

25  Q  Okay.  At the start of the highlighted text on that
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 1     page, you testified that the table was intended to show

 2     on-watch efficiency improvements, right?

 3  A  Yes.

 4  Q  And on the last page of this exhibit, at Lines 2

 5     through 7, you testified, The average on-watch

 6     assignments, which is key to improving efficiency, have

 7     increased substantially in 2022 versus 2020 -- excuse

 8     me -- 2019, and those are due to a lot of the

 9     efficiency measures we implemented as a result of

10     Order 09, right?

11                        MS. CARSON:  Can I get clarification

12     what exhibit you're on?

13                        THE WITNESS:  Yeah, because --

14                        MS. CARSON:  I don't see a Page 2 to

15     Exhibit IC-47.

16                        MS. DeLAPPE:  Let me pull that up

17     again.  Is it on Page 3?

18          So I'm sorry.  That's on Page 3 of this

19     Exhibit 47, cross exhibit.

20                        THE WITNESS:  There's only two

21     pages.

22                        JUDGE FUKANO:  I'm seeing --

23                        MS. DeLAPPE:  So is there a

24     numbering issue?

25                        JUDGE FUKANO:  I'm seeing transcript
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 1     pages for Pages 342 and 343 for this exhibit.

 2                        MS. DeLAPPE:  Yes.  And I'm on

 3     Transcript Page 343.

 4                        MS. MULLINS:  Is that 46X?

 5                        JUDGE FUKANO:  This is 47X.  IC-47X.

 6                        MS. MULLINS:  47 and 46 might be

 7     switched.  46 is the three-pager.  47 is the two-pager.

 8                        THE WITNESS:  Okay.

 9                        JUDGE FUKANO:  And the title is

10     Redirect Testimony of Captain Carlson Regarding

11     Efficiency, TP-225013?

12                        MS. DeLAPPE:  Yes.

13                        MS. CARSON:  Yeah.  So I've got it

14     now.  It's Exhibit 46.  Is that right?  It's 47.  It's

15     marked 46, but 47.

16                        CHAIR RYBARIK:  The testimony is

17     also in 46, but...

18                        THE WITNESS:  Okay.  Can you kind of

19     go back a little bit.

20  Q  (By Ms. DeLappe)  So in the last --

21                        JUDGE FUKANO:  Before we continue --

22                        MS. DeLAPPE:  Yes.

23                        JUDGE FUKANO:  -- I just want to

24     note that it is noon.

25                        MS. DeLAPPE:  Yes.
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 1                        JUDGE FUKANO:  Would there be a

 2     reasonable point to take our lunch break, either now or

 3     in the near future?

 4                        MS. DeLAPPE:  Yes.  Why don't we

 5     take it now, and then we can catch up on the exhibit

 6     confusion.  That would be great.  Thank you.

 7                        JUDGE FUKANO:  Very good.  Then we

 8     will be in recess for one hour for lunch.  We will plan

 9     to resume at approximately 1:02 p.m.  Thank you.

10                               (Pause in proceedings from

11                                12:02 p.m. to 1:04 p.m.)

12

13                        JUDGE FUKANO:  So let's be on the

14     record.

15          We are returning to the hearing for WUTC vs. PSP

16     in Docket 250574.  The time is approximately 1:05 p.m.

17     We are resuming PMSA's cross of Captain Ivan Carlson.

18          PMSA, you may proceed when ready.

19                        MS. DeLAPPE:  Thank you, Judge

20     Fukano.

21  Q  (By Ms. DeLappe)  Captain Carlson, I'm going to take a

22     quick detour to just one question from where we left

23     off.

24          Would you agree that Puget Sound Pilots is not in

25     the business of providing a return on investment to the
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 1     individual members or pilots?

 2  A  I can't answer that.  I can't speak to that.

 3  Q  And why is that?

 4  A  Because I don't understand really what you're talking

 5     about a return on -- what investment are you speaking

 6     of?  I don't know.

 7  Q  All right.  Thank you.

 8          So going back to what we were discussing before

 9     the break, you now have in front of you Exhibit --

10     Cross Exhibit 36X, IC-36 -- excuse me -- IC-47X, the

11     transcript pages?

12  A  Yes.

13  Q  Thank you.

14          In the last rate case, you specifically testified

15     that improving average assignment levels were a key

16     metric to improving efficiency, correct?

17  A  Yes.

18  Q  And further down on this page, which is Page 343 of the

19     transcript and Page 3 of the exhibit, starting at

20     Line 14, you testified that on-watch efficiency had

21     increased about six and a half assignments per pilot,

22     on average, between 2019 and 2022, correct?

23  A  I'm sorry.  I must have the wrong page.  You're saying

24     Page 343, line -- which line?

25  Q  From Lines 14 to 18.
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 1  A  Yes, it does.

 2  Q  And you testified just a little below that, that that

 3     represented an increase of a little over 5, maybe 6

 4     percent?

 5  A  Yes.

 6  Q  That 5 to 6 percent improvement in assignments per

 7     pilot was then cited by the Commission in Order 08, a

 8     finding supporting PSP's efficiency improvement.

 9          Do you recall that?

10  A  I don't recall the specifics other than they were

11     saying they recognize how hard we work.  I think it had

12     to do with other groups, comparing us to the workload

13     of other groups as well, but I could be wrong.

14  Q  Would you like to look?  It's Order 08, at

15     Paragraph 300.

16          And it states...

17  A  Okay.

18  Q  Okay.  The last line in that paragraph says, Captain

19     Carlson notes that implementing these efficiency

20     measures increased watch productivity per pilot by 5

21     percent when comparing 2022 productivity to 2019,

22     right?

23  A  Okay.

24  Q  When you increased your average assignment level by

25     improving efficiency, you did not compromise PSP's
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 1     safety standards, did you?

 2  A  No.  We delayed more vessels, though.

 3  Q  PSP did not experience any safety incidents when it

 4     increased productivity per pilot by 5 to 6 percent

 5     then?

 6  A  I'm not sure that, just because there were no

 7     accidents, that we impinged upon safety.

 8  Q  Now, you -- we discussed already earlier today that you

 9     did not knowingly violate any rest rules, correct?

10  A  Correct.

11  Q  Okay.  In Exhibit IC-26, again your exhibit we

12     discussed earlier, you showed that in 2022, pilots

13     worked a total average assignment level of 146.71

14     assignments.

15          That includes both on-watch and callback

16     assignments, correct?

17  A  I'm sorry.  IC-26 in this case?

18  Q  Yes.

19  A  Okay.  Can I get to it?

20  Q  Certainly.

21  A  Oh, yeah.  Yeah.

22  Q  Okay.  And that includes both on-watch and callback,

23     correct?

24  A  It does.

25  Q  So, but today, your recommendation is that the
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 1     Commission abandon the average assignment level

 2     methodology, correct?

 3  A  Yes.

 4  Q  And this is the opposite of your recommendation in the

 5     last case regarding the AAL as a key efficiency metric,

 6     isn't it?

 7  A  Please show me where I said that in the last case.

 8  Q  The AAL is a key efficiency metric.  We've already

 9     discussed this today.

10          Do you not recall?

11  A  I think that is the average on-watch efficiency

12     measure.  Not the AAL.  The on-watch efficiency

13     measure.

14  Q  So the AAL as a key efficiency metric was discussed in

15     your testimony in the last rate case.  And we discussed

16     that a little earlier today.

17  A  Please give me the --

18  Q  Do you recall that?

19  A  No.  Please give me the reference.

20  Q  I believe it is in Exhibit IC-45X.  Let me pull that

21     back up.

22          Yes.

23  A  Yes, I see it.

24  Q  And so you see at Line 5, or between Lines 5 and 6, you

25     discuss that as a key metric to assess the effects of
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 1     the new efficiency measures?

 2  A  Yes.  You'll see also it says on-watch assignment level

 3     in that graph.

 4  Q  Thank you.

 5          Regarding the final orders in the last two rate

 6     cases, they established -- they discuss the fairness

 7     standard -- right? -- as requiring a balance between

 8     the economic interests of ratepayers and the financial

 9     needs of pilots, ensuring that neither side bears a

10     disproportionate or unjustified burden, right?

11  A  I don't know.  Can you tell me where?

12  Q  So, for example, if you turn to Final Order 09,

13     Paragraph 43.

14                        MS. CARSON:  I'm going to object.

15     This seems like legal argument rather than questioning.

16     The order says what it says.  Doesn't need to be

17     repeated for this witness.

18                        MS. DeLAPPE:  It's -- it is

19     foundation for my next line of questioning, to

20     understand the fairness.  It's with respect to Captain

21     Moore's testimony regarding what's fair in light of

22     Commission precedent.

23                        JUDGE FUKANO:  Can you identify what

24     portion of the order you're referring to?

25                        MS. DeLAPPE:  Yes.  Certainly.  It's
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 1     Order 09, Paragraph 43.

 2          And I'm simply discussing where it says "fair" in

 3     italics.  That "fair" means fair to the customers and

 4     to the company's shareholders.  And then down below, in

 5     this context, the customers are the shippers

 6     represented by PMSA, and in that case, PYM, and the

 7     company is PSP and its member pilots.

 8                        JUDGE FUKANO:  I'm going to sustain

 9     the objection to the question asked, but I believe the

10     question referred to the witness's testimony where that

11     is referring to Commission legal standard, so you

12     may -- you may rephrase.

13  Q  (By Ms. DeLappe)   So let's turn to Exhibit 49T --

14     excuse me -- MM-49T, if you could, please.  And that is

15     Captain Moore's rebuttal testimony.

16  A  Yes.  Tr?  T.

17  Q  Tr would be -- except it didn't get -- I don't believe

18     it got revised.  I think it's just T.

19  A  I have T.

20  Q  Thank you.  And specifically Page 13, please.

21                        JUDGE FUKANO:  And apologies.  I did

22     just want to note for the benefit of the Zoom hearing

23     and the recording, that if objections are made, please

24     also activate your camera for purpose of objections as

25     well.
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 1                        COMMISSIONER RENDAHL:  This is

 2     Commissioner Rendahl.  Could I have what page we're

 3     looking at again, please.

 4                        MS. DeLAPPE:  Exhibit MM-49T, at

 5     Page 13.

 6                        COMMISSIONER RENDAHL:  Page 13.

 7     Thank you.

 8  Q  (By Ms. DeLappe)   And so, Captain Carlson, have you

 9     reviewed this testimony?

10  A  I looked at it.  There's a lot there.  But a lot of

11     numbers and graphs and different things, yeah.

12  Q  And I'm only going to ask you about a couple of pages,

13     Page 13 and Page 14.

14  A  Okay.

15  Q  So walking through the table on Page 13, just want to

16     test a few general concepts with you.

17          When pilots do more work and -- excuse me -- more

18     efficient -- so when they do more work and they receive

19     higher pay, would you believe that that outcome is fair

20     for both parties?

21  A  No.

22  Q  Wasn't that exactly your point in the last case when

23     you were testifying about efficiency metrics?

24                        MS. CARSON:  Object to this line of

25     questioning.  It refers to the Commission has
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 1     established a structure where fair compensation to

 2     pilots moves proportionately with efficiency and

 3     productivity for ratepayers.  I don't think that

 4     correctly characterizes the Commission's determination,

 5     and I don't think Mr. -- Captain Carlson should be

 6     questioned on that.

 7                        MS. DeLAPPE:  Let me --

 8                        MS. CARSON:  This is not his

 9     testimony.

10                        MS. DeLAPPE:  -- withdraw the

11     question and rephrase it, if I may.

12                        JUDGE FUKANO:  Please proceed.  And

13     then we'll sustain the objection as to that.

14  Q  (By Ms. DeLappe)  Captain Carlson, I'm asking you to

15     look at Exhibit MM-49T not to accept any of this as

16     your own opinion or your own -- that you're ascribing

17     to your own -- to this as your own testimony.  Okay?

18     But I would like to walk through some -- the concepts

19     that are in the table at Exhibit -- at Lines 15 through

20     19 just to discuss these same topics.  I believe that

21     having the visual would be helpful.

22          Is that okay with you?

23          And without -- just with me.  Is that okay with

24     you?  To walk through those concepts?  Or would you

25     prefer to do so without any visual?
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 1  A  I don't care.

 2  Q  Okay.  So just conceptually, when pilots do more work

 3     and receive higher pay, was that not precisely your

 4     point in your testimony around efficiency in the last

 5     rate case?

 6  A  No, I don't think it necessarily was.  I think that --

 7     I was saying we should get paid for what we do, but

 8     that is within the bounds of what the Pilot Commission

 9     says we should do.  So if we should work 123 jobs, then

10     that's what we should be paid for.

11  Q  And so would you -- you don't agree, then, that when

12     pilots do less work and receive lower pay, that that

13     outcome is fair?

14  A  It depends on what else they're doing.  You see, they

15     don't -- we don't just move ships.  We have a ton of

16     work going on.  Some of it's on our off time; some of

17     it's on our on time.  It's not just moving ships.  It's

18     an entire pilotage system that we're trying to support.

19  Q  And what is it exactly when a vessel pays the tariff

20     that they are -- are they -- the transaction that they

21     are paying for is the -- it represents the pilot's

22     work, correct?

23  A  It rec- -- it -- it recognizes the work that's

24     required -- that the UTC has said is required to fund

25     the pilotage system, which is -- which goes beyond just
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 1     moving the ship.  Moving the ship is important, but the

 2     entire system, working with the coast guard, working

 3     with the Pilot Commission, all of this stuff is

 4     important.  We don't get paid for that.  But we do

 5     through -- I mean, it's part of the system as a whole.

 6  Q  So you said something important there.

 7          You said moving the ship is important, right?

 8  A  It is.

 9  Q  So workload has some relationship to the fairness of

10     the tariffs, right?

11  A  Yes.

12  Q  When -- looking at the third line on that table at

13     Line 18, when pilots do less work but earn higher pay,

14     that outcome would be less fair to ratepayers

15     potentially, no?

16  A  Well, is it less fair to ratepayers for the president

17     to not move ships but to work full-time in the office,

18     or is it -- you know, all the different things we've

19     got going.  These are important elements.  They're not

20     just playing around.  We're not -- so it's all

21     important work.  Moving the ship is the most important.

22  Q  Let's just look at the last line, then, where, if

23     pilots do more work, like moving ships, but receive

24     less pay for that work, would that be unfair to the

25     pilots?
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 1  A  Yeah, that would.

 2  Q  And so you don't see that the converse is also true?

 3  A  It depends on your definition of work.

 4  Q  But it doesn't depend on my definition of work for that

 5     last line?

 6  A  Lower pay is lower pay.

 7  Q  And that's unfair?

 8  A  You don't need a definition.  That's not fair.

 9  Q  No matter how much work the pilots do, lower pay is

10     unfair?

11  A  Well, pilots are on the schedule.  There's no pilot

12     that takes himself off the schedule unless he's either

13     using a comp day, assigned to a meeting, on earned time

14     off, off because of a physical ailment, or just waiting

15     for an assignment.  Those are the only reasons -- or in

16     a meeting.  Those are the only reasons pilots are off

17     duty or they're off -- not moving a ship.

18          It's because -- like now, we've got some folks on

19     our rate committee, they're here.  It's important for

20     them to be here.  Now, they're not moving a ship right

21     now, but they're here because it's important.

22  Q  Captain Carlson, let's move to the next page.  And,

23     again, I'm going to ask you to look at Lines 9 through

24     13 only as a visual aid for you, not because you are

25     subscribing yourself to any of this testimony.
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 1          May I proceed on that basis?

 2  A  Yes.

 3  Q  Here it states three basic assumptions about fairness

 4     taken to logical extremes.  The first one, No. 1, you

 5     see it says origin equilibrium is fair at zero AAL

 6     equals zero DNI.  So that's the premise that no work

 7     equals no pay.

 8          Would you agree that if a pilot performed zero

 9     ship assignments -- and let's take it at the

10     aggregate -- if the pilots perform zero assignments and

11     they receive zero pay, that that would be a fair

12     outcome?

13  A  It depends.

14  Q  Let's then look at the next one.

15          And go ahead and briefly elaborate on why that

16     would depend.

17          Where -- in what scenario would it be fair that

18     the pilots perform no work -- would it be unfair if the

19     pilots perform no work and receive no pay?

20  A  Would it be unfair?

21  Q  Right.

22          In what scenario would it be unfair?

23  A  If a pilot did no work but was, say, the president --

24  Q  And I said pilots in the aggregate.

25  A  So you mean all the pilots.
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 1  Q  Correct.

 2  A  Well, then you said "if a," so you're --

 3  Q  Can we look at the aggregate.

 4          If the pilots perform no work, would it be --

 5  A  If no pilot moved a ship.

 6  Q  Right.

 7  A  No pay would be appropriate.

 8  Q  Okay.  So let's look, then, at No. 2.  Compensation is

 9     unfair at zero AAL and 800,000 DNI.

10          So, again, taking this as an average of all the

11     pilots, if there was no work done by any of the pilots,

12     but they received that type of high pay, would that

13     be -- would you agree that's unfair?

14                        MS. CARSON:  Objection.  This all

15     calls for speculation.  None of this is realistic.

16                        MS. DeLAPPE:  I started the entire

17     discussion by explaining to Captain Carlson that this

18     was the basic assumptions we already discussed taken to

19     logical extremes and if he was all right with

20     proceeding, and he said he was.

21                        JUDGE FUKANO:  I will overrule the

22     objection.  But we should not dwell too long in this

23     hypothetical.

24                        MS. DeLAPPE:  Thank you.  I'm trying

25     to make quickly through it.
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 1  Q  (By Ms. DeLappe)  So would you agree that that would be

 2     unfair, Captain Carlson?

 3  A  If no pilot moved any ship.

 4  Q  Yeah.

 5  A  And we received $800,000 per pilot.

 6  Q  Yeah.

 7  A  It would not be fair.

 8  Q  Thank you.  And then just the last one really quickly.

 9          That's the opposite, right?  That if workload is

10     unfair at -- if a pilot worked every day of the year,

11     365 AAL, and received no DNI?

12  A  If every pilot worked 365 shifts, it would not be fair.

13  Q  So somewhere between the extremes of two and three lies

14     a spectrum of fairness.

15          Would you agree?

16                        MS. CARSON:  Objection.  Lacks

17     foundation.  Hypothetical.  Ambiguous in terms of what

18     exactly you're talking about.

19                        JUDGE FUKANO:  Response.

20                        MS. DeLAPPE:  I can withdraw that

21     question.

22                        JUDGE FUKANO:  Sustained and

23     withdrawn.

24  Q  (By Ms. DeLappe)   Let's turn to your own testimony,

25     Captain Carlson.
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 1          In Exhibit IC-01T, at Page 17.

 2                        JUDGE FUKANO:  And would you just

 3     give the Commissioners just a minute to --

 4                        MS. DeLAPPE:  Certainly.

 5                        JUDGE FUKANO:  -- find that exhibit.

 6          That's IC-01, at Page 17?

 7                        MS. DeLAPPE:  Yes.

 8                        JUDGE FUKANO:  Thank you.

 9                        THE WITNESS:  Excuse me.

10  Q  (By Ms. DeLappe)   And so at around Lines 13 through

11     the end of that page and on to the next page, you

12     testify regarding the legislative changes to

13     eligibility criteria to take the entrance exam for

14     pilot applicants, correct?

15  A  Yes, I did.

16  Q  And you stated that, before SSB 5150 was passed in

17     2005, the eligibility criteria to sit for the Puget

18     Sound pilot exam created a barrier limiting whether

19     pilot trainees could be recruited from across the

20     country, right?

21  A  Correct.

22  Q  Since 2005, any qualified mariner, anywhere in the

23     country, can apply to be a trainee in the Puget Sound

24     just as easily as a local candidate, correct?

25  A  Can you rephrase that, please.  I want to make sure I
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 1     have it right.

 2  Q  May I just repeat it?

 3  A  That's fine.

 4  Q  Since 2005, any qualified mariner, anywhere in the

 5     country, can apply to be a trainee in the Puget Sound

 6     just as easily as a local candidate, right?

 7  A  Yes.  But it's not to be a trainee.  It's to take the

 8     exam.

 9  Q  Very good.

10          What do you believe the most reasonable argument

11     was for the State of Washington to keep the local

12     knowledge requirement in place before 2005?

13  A  Well, I think Chuck Adams said -- or not Chuck Adams --

14     Chuck Davis said in his testimony to the legislature:

15     To draw from a national pool and attract the best of

16     the best.

17  Q  I'm actually asking the opposite question.

18          What reason would Washington have had before this

19     bill to have had that barrier to entry, the local

20     knowledge requirement?

21                        MS. CARSON:  Objection.  Foundation.

22  Q  (By Ms. DeLappe)  Do you have --

23                        JUDGE FUKANO:  Response.

24                        MS. DeLAPPE:  I can rephrase.

25                        JUDGE FUKANO:  Then sustained.  And
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 1     please rephrase.

 2  Q  (By Ms. DeLappe)   So, Captain Carlson, you

 3     participated in the advocacy for this bill, correct?

 4  A  The pilots did.  I was not a pilot at that time.  I was

 5     on the other side.

 6  Q  Mm-hmm.

 7          But you're familiar with what occurred around this

 8     bill?

 9  A  Yes.

10  Q  Do you have any idea why the legislature had previously

11     had a local knowledge requirement for taking the exam?

12  A  No, I do not.

13  Q  So you have no insight into any basis for the rules

14     that existed before the bill changed it?

15                        MS. CARSON:  Objection.  Asked and

16     answered.

17                        JUDGE FUKANO:  Response.

18                        MS. DeLAPPE:  I'm just seeking to

19     clarify and test the last question and answer.

20                        JUDGE FUKANO:  I am going to sustain

21     the objection.  The witness did answer the question.

22  Q  (By Ms. DeLappe)  So before SSB 5150, these application

23     requirements created barriers that were effective at

24     excluding potential trainees who weren't local,

25     correct?
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 1  A  I'm not sure if it excluded all the trainees who

 2     weren't local.  Because if somebody had come and rode

 3     pilotage trips, they could take the exam, but it made

 4     it harder.  It made it extremely hard before.

 5  Q  Other pilotage grounds may also in their way make it

 6     hard, as you say, for potential applicants from other

 7     parts of the country, correct?

 8                        MS. CARSON:  Objection.

 9                        THE WITNESS:  I can't answer that.

10  Q  (By Ms. DeLappe)  You did not analyze other pilotage

11     grounds' application criteria to know if they have --

12     if they apply local knowledge barriers of any kind to

13     the application criteria?

14  A  I did not.

15  Q  Mr. Sisung's study regarding other pilotage grounds did

16     not include any analysis of that kind, did it?

17  A  You'll have to ask Mr. Sisung.  I can't speak to what

18     his testimony said.

19  Q  So you don't have any knowledge that -- or evidence

20     that you're aware of of the types of local preference

21     barriers that may be in place for entry to pilotage

22     ground training programs elsewhere in the country?

23  A  I do not.

24                        MS. DeLAPPE:  I have no further

25     questions.  Thank you.
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 1                        JUDGE FUKANO:  Thank you.

 2          Any redirect for this witness?

 3                        MS. CARSON:  Yes, Your Honor.  Just

 4     one minute.

 5                        JUDGE FUKANO:  Certainly.

 6

 7                       REDIRECT EXAMINATION

 8     BY MS. CARSON:

 9  Q  Captain Carlson, Ms. DeLappe asked you about a

10     statement in your testimony that there is not a role

11     for AAL, or the average assignment level.

12          Can you elaborate on what your concerns are with

13     the average assignment level?

14  A  Yes.  The AAL is a backward look.  It looks at what

15     happened in the past.  It looked at -- it's going --

16     it's averaging assignments when there was a different

17     assignment level with our rate set by our regulatory

18     body.  It's very much the same as Scott Sevall's

19     testimony where Scott Sevall said it would be

20     inappropriate to use an AAL for the revenue requirement

21     because that's a backward look.  Same is true as with

22     the AAL as far as number of pilots.

23  Q  Captain Carlson, can you elaborate why in this case

24     that is particularly important in terms of the AAL and

25     changes to the target assignment level?
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 1  A  Yes.  Because the Pilot Commission set the number of

 2     pilots based upon what they felt was the best metric,

 3     and so the Pilot Commission is -- is authorized for 60.

 4     Now, that could change.  They're going to set the new

 5     number at the May Pilot Commission meeting.  So when

 6     they set that number, it could be 59.  It could be 61.

 7     It could be 60.  Somewhere in there.  So that's the

 8     number we're going to seek to be funded.

 9          Because the Pilot Commission is going to keep

10     licensing them.  Whether you fund them or not, the

11     Pilot Commission will keep licensing until they get to

12     the authorized number.

13  Q  Okay.  So you talked about the authorized number of

14     pilots and that the Board of Pilotage Commission has

15     set it at 60.

16          Can you elaborate what that's based on?

17  A  Yeah, so there were -- the Pilot Safety Committee is

18     made up of pilot Commissioners, stakeholders.  Mike

19     Moore sits on that committee.  I sit on that committee.

20     Another pilot who's a voting member sits on that

21     committee.  Another industry person who's a voting

22     member sits on that committee.

23          During a course of four meetings, intense

24     meetings, we worked out what the target assignment

25     level should be based upon these different metrics.
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 1     And so then we went to the Pilot Commission.  The

 2     committee made a recommendation at the next Pilot

 3     Commission meeting in June of 2024 to set the number

 4     of -- the TAL number of 123.  That was voted on

 5     unanimously.  Two -- two shipping commissioners voted

 6     in the affirmative.  And, of course, everybody else

 7     voted in the affirmative.

 8          And so then -- is that what you were looking for,

 9     the answer?  Or -- I can go further if --

10  Q  Fine.

11  A  Yeah.

12  Q  So I think you mentioned that PMSA has a representative

13     on the Pilot Safety Committee; is that right?

14  A  Yes.  Captain Moore.

15  Q  Captain Moore.

16          What was Captain Moore's view of the Pilot Safety

17     Committee changing the target assignment level?

18                        MS. DeLAPPE:  And objection in terms

19     of outside of the scope of the direct examination.  I

20     did not ask anything about the safety committee and

21     certainly not about individuals' discussions during

22     that committee meeting.

23                        JUDGE FUKANO:  Response.

24                        MS. CARSON:  There was discussion

25     about the target assignment level and why average
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 1     assignment level should be the metric, so I think it's

 2     important to clarify why target assignment level was

 3     reset by the Pilotage Commission.

 4                        MS. DeLAPPE:  May I add one more

 5     point?

 6                        JUDGE FUKANO:  Yes.  Proceed.

 7                        MS. DeLAPPE:  Captain Moore will be

 8     testifying, and I don't understand the point of asking

 9     Captain Carlson to testify about what Captain Moore

10     said.  I think Captain Moore is in the best position to

11     answer any questions along those lines.

12                        JUDGE FUKANO:  I will sustain the

13     objection.  I think that the -- the voting of Captain

14     Moore goes beyond sort of the general discussion of AAL

15     versus TAL.

16                        MS. CARSON:  Okay.  Thank you.

17  Q  (By Ms. Carson)  Captain Carlson, so what was the

18     reason for reducing the target assignment level?

19  A  The reason for reducing the target assignment level --

20     I mean, I'm going to -- please forgive me, but I'm just

21     going to give you just a little bit of history here.

22          In 2019, they set the number of pilots at 56.  We

23     had new rest rules that were being established by the

24     Pilot Commission, and they set the number of pilots at

25     56.  But at that time, that would have represented a
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 1     TAL of 127.  The Commission refused to set a TAL at the

 2     time, though, so they just said, No, it's 56 pilots.

 3     We're not going to worry about the TAL.

 4          So -- so then -- then we fast-forward.  We get

 5     close to 56.  But we're in the middle of a rate

 6     hearing.  So -- and the commissioner, the commission

 7     chair, Sheri Tonn, and the executive director sat on

 8     the other side of the ex parte wall.  So she did not

 9     want to have an -065 hearing until we finish our rate

10     case.  So -- so in January of 2024 -- I believe it was

11     January; it could have been maybe a little bit later;

12     took a while to really line things up, get close to the

13     number -- we -- we asked for a -065 hearing.

14          And then that's what they used -- they use those

15     improved rest requirements, our efficiencies, and a

16     number of items to adjust the TAL.

17  Q  Thank you.

18          So you were asked about pilots who are working

19     much higher assignment levels.  Ms. DeLappe asked you

20     about that.  And I believe one example was pilots were

21     working above 135 assignments in 2024.

22          Why do pilots work above a target assignment

23     level?

24  A  Pilots are can-do people.  They're good -- they were

25     good employees.  That's how they got promoted to
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 1     captain.  They want to meet the need of industry.  They

 2     want to meet the need of the shipping industry.  They

 3     don't want to delay ships.  They don't want the

 4     president e-mailing them, saying, Hey, we need to move

 5     some ships, guys.  So we need some comp time workers,

 6     which we sometimes have to do.

 7          But they move ships.  And -- and some of them are

 8     better than others at moving ships.  Some of them have

 9     family issues, that they have a sick kid or something.

10     They can't move them.  So that's kind of the way it is

11     with -- that's why those numbers get up to where they

12     do.

13          But the 123, the Commission has said it's a target

14     to be met, not exceeded.  Now, it is exceeded often,

15     but it is a target to be met.

16  Q  Thank you.

17          Okay.  You were asked some questions regarding

18     IC-37X, which is your letter in July of 2024 to the

19     Board of Pilotage Commissioners.

20          Now, when you were being questioned, you mentioned

21     that the BPC didn't do what you recommended.

22          What did you mean by that?

23  A  Excuse me.  We had recommended they -- two different

24     things.  We had recommended that they fund -- or that

25     they authorize 62 pilots to try to get the comp days
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 1     burned down a little bit.  But then we also requested

 2     that they -- or we had suggested that they allow for 5

 3     percent callback job ratio.  So, in other words, you --

 4     you can work 123 jobs, but if you want to, you can work

 5     an extra six jobs.

 6          The Pilot Commission said that that's not going to

 7     be a requirement, and so that was why they didn't do

 8     what we had suggested.

 9  Q  You mentioned that there is ongoing discussions about

10     this.

11          What's the process that's going on now?

12  A  Well, like I just mentioned, in May, I'm hoping that

13     they'll set a number -- in fact, I know they're going

14     to set a number of pilots authorized in May.  It could

15     be anywhere from 59 to 61.  I don't know what it's

16     going to be.  That's what I think.

17  Q  Have the pilots been understaffed in the past?

18  A  Oh, man.  In the last -- well, in the last ten years,

19     we've been under -- understaffed by -- in the number of

20     pilots.  I haven't actually counted the number of

21     pilots we've been understaffed.  But in the last ten

22     years, we've been understaffed 90 percent of the time.

23  Q  What's that based on?  How are you --

24  A  That's based on --

25                        MS. DeLAPPE:  I'd like to object to
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 1     this line of questioning.  I did not ask about staffing

 2     levels in terms of the number of pilots and going back

 3     over the course of ten years.  It's outside of the

 4     scope of my cross-examination.

 5                        JUDGE FUKANO:  Response.

 6                        MS. CARSON:  So he was asking about

 7     pilots working above the target assignment level, and

 8     that goes to the understaffing.

 9                        JUDGE FUKANO:  There was questioning

10     about efficiency and number of pilots with respect to

11     the assignment level, so I will overrule the objection,

12     but acknowledging that this is going a little bit

13     further, that this line of questioning should be

14     limited.

15  Q  (By Ms. Carson)  So I think you were discussing

16     understaffing; is that right?

17  A  Well, I -- yeah, we were understaffed about 90 percent

18     of the time in the last ten years.  We're still

19     understaffed.

20  Q  And what are you basing that on?  What are you

21     comparing in your understaffing?

22  A  The number of authorized pilots.

23                        COMMISSIONER RENDAHL:  I'm sorry to

24     speak over, but I can't hear (videoconference audio

25     distortion).
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 1                        JUDGE FUKANO:  Apologies,

 2     Commissioner Rendahl.  Could you repeat that.  It came

 3     through a little muffled.

 4                        COMMISSIONER RENDAHL:  I'm asking if

 5     counsel could speak into the mike more clearly because

 6     it's not coming through on Zoom.

 7                        MS. CARSON:  Sorry.  Is that better?

 8     Okay.  Apologies for that.

 9  Q  (By Ms. Carson)  Okay.  You mentioned that pilots do a

10     lot of other work beside moving ships.

11          Can you just elaborate on what other work is done

12     for the benefit of the pilotage system?

13  A  Well, we do a lot of regulatory work.  We work with the

14     Army Corps of Engineers.  In fact, this year, we -- in

15     '25, we -- we sent -- I think we spent four weeks in

16     Mississippi, some of our pilots, doing a simulation

17     study with the Army Corps of Engineers for a dredging

18     project in the Blair Waterway.  This year -- in fact,

19     this month -- we'll have a couple more pilots over

20     there in Mississippi because now they want to do a

21     study for the West Waterway in Seattle.

22          So there's Regulatory Commission work.  There's

23     Coast Guard meetings, meeting with BTS, safe practice

24     meetings that we have, reference manual meetings.

25     There's outreach.  We try to recruit.  Matter of fact,
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 1     this -- couple days ago, we had a couple pilots -- I

 2     think I mentioned earlier -- go down to California to

 3     try to recruit.  In fact, I got a text about some

 4     potential contacts.  And we just -- we just do a lot of

 5     work.  We just do.

 6                        MS. CARSON:  Thank you.

 7                        THE WITNESS:  We also come in on our

 8     off time and work extra comp days.

 9  Q  (By Ms. Carson)  You were asked some questions about

10     your Exhibit IC-14.

11          Do you recall that?

12  A  Yes.

13  Q  And that's your -- on direct testimony, that's your

14     spreadsheet showing all the vessel assignments; is that

15     correct?

16  A  Yes.

17  Q  Okay.  And it's been called into question whether or

18     not you've complied with requirements, so I just want

19     to run through the WAC in terms of 480-07-525,

20     Subpart 4(m).

21          So in Exhibit IC-14, did you show projected

22     changes in vessel assignments?

23  A  I did.  What I failed to do was --

24  Q  Can you --

25  A  Oh, I'm sorry.
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 1  Q  -- let me finish --

 2  A  I did.

 3  Q  -- asking the questions.

 4  A  Yeah.

 5  Q  Okay.  And did you show a detailed portrayal of vessel

 6     assignments for the previous 12 months along with the

 7     associated tariff and fees charged to vessel operators

 8     for pilotage service?

 9  A  I did.

10  Q  Okay.  So sounds like you have some concerns, something

11     you wish you would have done on your exhibit.

12          Do you want to elaborate on that?

13  A  Yes.  Column AP, all you need to do is -- is click on

14     the top of that number, and you'll end up seeing that

15     the sum is 7,460 -- 446 assignments.  The same number

16     that Mike reached when -- in his number and the same

17     number that Scott reached, except that Scott removed --

18     Mr. Sevall removed the cancellations.  It was just an

19     error on my part by not putting the sum at the bottom

20     of that column.

21  Q  So, Captain Carlson, did you update your vessel

22     assignment exhibit on rebuttal?

23  A  Yes.  IC-32.

24  Q  What years did you use -- let's see.  Projected change

25     in vessel assignments.
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 1          So did you update the projected change in vessel

 2     assignments?

 3  A  I did.  Yes.  I did.  And that involved removing these

 4     ATB assignments through -- now, the ATB Sea Reliance

 5     was here on a certain service string.  It was on a

 6     certain run.  It was going down to Tacoma to Targa.  I

 7     removed those 72 assignments.  There's still some ATB

 8     Sea Reliance alignments remaining, because they aren't

 9     on that service string anymore.  So they're still here.

10     They're just on a different service string.

11  Q  And in IC-32, did you update the detailed portrayal of

12     vessel assignments for the previous 12 months along

13     with the associated tariff and fees charged to vessel

14     operators for pilotage service?

15  A  Yes, I did.  The one exclusion was the HTW service,

16     because we didn't know whether or not it was going to

17     come or not.  That's why I asked Captain Chang whether

18     or not it was going to be here next year.  He still

19     doesn't know.  We're supposed to be going to lunch here

20     in March, sometime here soon, and he's going to try to

21     provide that information.

22          There's no gain to PSP to removing -- or to having

23     those assignments in the revenue requirement, in the

24     revenue price-out, if they aren't going to be here.

25     Because those assignments are worth about $500,000.  So
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 1     we would be pricing out the -- and that's at the

 2     current rate.  We'd be pricing these out at the current

 3     rate, but yet if they don't come -- so there's no gain

 4     to PSP by -- by keeping them in there.  We'd rather

 5     have them out.  We're just trying to firm up whether

 6     they should be out or not.

 7  Q  Thanks, Captain Carlson.

 8          You were also asked about the first six months of

 9     traffic in 2025 and why you didn't just double that

10     number.  And you mentioned there was uncertainty.

11          Can you elaborate on the uncertainty?

12  A  Yeah.  There was uncertainty.  First, the first half of

13     the year is always less productive than the second

14     half.  There's always more assignments in the second

15     half of the year than the first half of the year.

16          But, you know, but we were also -- so we were

17     looking for things, and we went to this Propeller Club

18     breakfast.  Mike Jacob was there speaking.  Spencer

19     Cohen was there speaking.  And Mike Jacob said what

20     this -- what -- what we project for 20 -- for the

21     future, it's anybody's guess, or who knows?  Or

22     something like that.  I wrote it down on a -- because

23     when Mike talks, I listen, right?  So anyway, I wrote

24     it down.

25          And then Spencer Cohen said he was cautiously
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 1     optimistic.  Well, to me, that means good.  But, I

 2     mean, it's maybe traffic's not going to keep dropping

 3     like it was, but that's not what happened.

 4  Q  Okay.  And you mentioned the Evergreen HTW; is that

 5     right?  Am I --

 6  A  Yeah.  That's the service I was --

 7  Q  Yeah.

 8  A  -- talking about, yeah.

 9  Q  And earlier, I think you said it was ad hoc.

10          What is the relevance of an ad hoc service?

11  A  Well, an ad hoc service is additional service.  It's

12     not scheduled service.  So even though Evergreen comes

13     in the fall, those ships typically show up in

14     September, sometime around apple season.  And then

15     they -- and then they're gone by now.  They're --

16     they're gone usually by March or whatever.

17          Because they're just there.  They're huge ships.

18     Huge.  Biggest ones we have.  And they -- they come,

19     they pick up apples, and then they leave.  And I forget

20     how many vessels there were in that period, but anyway,

21     so those are ad hoc calls.

22          And so because they -- they're not on the string.

23     Even though they call it an HTW, that's HTW for -- for

24     California and other places.  It comes up here ad hoc.

25     So a lot of times vessels will go from Asia to
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 1     California, whether it's Oakland or LA or whichever, or

 2     maybe both, and then they'll come up our way.

 3          And then when they come up our way, that's --

 4     sometimes it's a scheduled thing, but other times it's

 5     ad hoc, and that just means on a case-by-case basis.

 6     That's what...

 7  Q  Thank you.

 8          You also made reference to blank sailing.

 9          Can you elaborate on what a blank sailing is?

10  A  Blank sailing's no good.  A blank sailing is a sailing

11     that's on the schedule, so the Northwest Seaport

12     Alliance, they publish a schedule on their website.

13     It's called a rotation schedule.  And that rotation

14     schedule shows every port, their string, which --

15     they'll label their string -- and every port their

16     string is -- is intending to call.

17          And sometimes they blank those sailings.  They

18     don't remove them from the -- from the schedule.  They

19     just blank them.  So maybe -- you know, maybe MSC will

20     just say, "Well, we're not calling Pier 5 this week.

21     We're -- but we want to stay on the schedule."  So they

22     stay scheduled for every Tuesday or whatever day it is,

23     once a week.  But they just don't come.  That's a blank

24     sailing.  And there was more blank sailings than there

25     were ad hoc sailings last year.
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 1  Q  Okay.  You were also asked questions about the

 2     retirement program, the pension, the existing pension,

 3     and it was referred to as having open-ended liability.

 4          Do you view this as open-ended liability for the

 5     pay-as-you-go pension?

 6  A  I do not.  We fully intend to have the MEP fully funded

 7     and up and running -- you know, it takes, I think, 15

 8     years to fully fund it -- but up and running in January

 9     1, 2027.  We're anticipating filing a subsequent filing

10     very soon after this case.  We're hoping by the end of

11     '26 we'll get something from the DOL.

12  Q  PMSA asked you about pilots contributing to their own

13     retirement plan and what's the problem with that, in

14     essence.

15          Why is PMSA's proposal more complicated than just

16     pilots contributing to their own retirement plan?

17  A  Well, it's not just their own plan.  It's the pilots

18     that are retired's plan too.  And so we would need to

19     fund that.  And that right now is six and a half --

20     whatever -- it'll be soon $6.8 million a year, and

21     that's pilots who have already retired.

22  Q  And what's your understanding about PMSA's proposal

23     with respect to retired pilots?

24  A  They don't care.  They just -- I mean, my understanding

25     is they're saying pilots should pay for it out of their
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 1   own pocket, meaning the active pilots.

 2                      MS. CARSON:  Okay.  I have no

 3   further questions.  Thanks.

 4                      THE WITNESS:  Thank you.

 5                      JUDGE FUKANO:  Any questions from

 6   the bench for this witness?

 7                      COMMISSIONER DOUMIT:  Yes, Your

 8   Honor.  Thank you.

 9        Thank you, Captain Carlson.  A couple of

10   clarifying questions.  A few actually.  And just go

11   back to blank sailing.  You mentioned that it's a bad

12   thing and it happens sometimes.

13        Why is it that a ship will say to you, Keep us on

14   the schedule, but blank us out?  I mean, why -- why

15   does that happen?

16                      THE WITNESS:  It's -- Mike can

17   probably talk about it better than me.

18                      JUDGE FUKANO:  Beg your pardon.

19   Please use your microphone.

20                      THE WITNESS:  I'm sorry.

21        They'll do it because they -- they have customers.

22   And they don't want to go off -- they don't want to

23   have a nonpublished schedule.  They want a published

24   schedule every week:  You're going get your goods here,

25   there, or wherever.
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 1        Just because they blank a sailing doesn't mean

 2   that somebody that's ordered something from Amazon

 3   won't get it another way.  It may come -- they -- they

 4   share -- they have slot sharing.  And really seriously,

 5   Mike Jacob is the expert in this.  But they have slot

 6   sharing that they do.  So Hyundai may call Hapag-Lloyd

 7   and say, "Hey, can you -- we've got 600 containers.

 8   We're not running today, so can you grab them and take

 9   them?"  And they'll -- they kind of do it that way.  I

10   mean...

11                      COMMISSIONER DOUMIT:  So, in other

12   words, the blank sailing is potentially used by another

13   outfit.  Is that -- is that one potential?  In other

14   words, blank sailing doesn't necessarily mean that

15   there's -- that won't be -- that schedule won't be

16   filled?

17                      THE WITNESS:  No, it means the

18   schedule won't be filled.  So a blank sailing means the

19   ship doesn't come.  But the cargo could come on another

20   ship that's scheduled for two days later.  But it's

21   just a different service.  They do a lot of cargo

22   sharing.

23                      COMMISSIONER DOUMIT:  Okay.  Thanks.

24   Thank you.

25        You mentioned -065 hearings earlier.  Are you
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 1   referring to WAC 363-116-065?  Is that what those

 2   hearings are?

 3                      THE WITNESS:  Yeah.

 4                      COMMISSIONER DOUMIT:  Is that the --

 5                      THE WITNESS:  I apologize.  Yes, I

 6   am.

 7                      COMMISSIONER DOUMIT:  Okay.  That's

 8   the Pilotage Commission setting the number of pilots.

 9                      THE WITNESS:  Yes.

10                      COMMISSIONER DOUMIT:  Okay.  And you

11   said you can -- I haven't looked closely at the WAC.

12   You said you could ask for one of those hearings.  And

13   is that how -- it works on a schedule, or is it when

14   you ask for that hearing?  Or how is that --

15                      THE WITNESS:  They are trying to get

16   more process around it.  And I really appreciate that

17   they're -- they're really trying to get a little more

18   process.  They -- they have now determined that --

19   that -- that doing it every couple years is a good way

20   to go unless there's something really abnormal.

21        And they decided to use the trailing 24 months

22   rather than this up-down that's been happening for the

23   last ten years where you got one high year, one low

24   year, one high year, one low year.  They're wanting to

25   just average them out.  And that's what they're going
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 1   to do here in May.

 2                      COMMISSIONER DOUMIT:  Okay.  Thank

 3   you.

 4        Your rebuttal testimony, that's IC-16T?  You have

 5   that with you?

 6                      THE WITNESS:  Yes.

 7                      COMMISSIONER DOUMIT:  At Page 5.

 8   I'm looking at Lines 10 through 12 and Footnote 9.  And

 9   this is where -- you ready for the question?

10                      THE WITNESS:  Yes.

11                      COMMISSIONER DOUMIT:  Was this where

12   you -- you discuss PMSA's interchangeable use of the

13   terms "callback days" and "comp day expense."

14        And just so we have clarity on the record:  From

15   your perspective, can you please define both callback

16   days and comp day expense?

17                      THE WITNESS:  I think it's referring

18   to -- can I read the footnote for --

19                      COMMISSIONER DOUMIT:  Sure.

20                      THE WITNESS:  -- a sec?  Yeah.  Ah,

21   shoot.  Can I read the reference?  See, I think he

22   just -- we just -- there's just so much here --

23                      COMMISSIONER DOUMIT:  However you

24   want to answer.  I'm just asking if you can define

25   those two terms for me.  For us.
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 1                      THE WITNESS:  Callback days are

 2   callback days.  Those are -- those are days that pilots

 3   can use however they want.

 4        Callback expense -- comp day expense --

 5                      COMMISSIONER DOUMIT:  Yeah.

 6                      THE WITNESS:  -- is a day that has

 7   to be recorded.  We are required now and we're okay

 8   with the GAAP accounting for the comp days.  But that's

 9   a difference between that, and so I'm not sure if that

10   was a typo or -- or not on my part.

11                      COMMISSIONER DOUMIT:  Okay.  Let's

12   ask, go a little bit deeper with that question maybe.

13   This will help refine.  In Footnote 9, you state the

14   callback days are a component of comp day expense.

15        Aside from callback days, what other expenses are

16   contained, if any, in comp day expense?

17                      THE WITNESS:  Commissioner Doumit --

18                      COMMISSIONER DOUMIT:  Yeah.

19                      THE WITNESS:  -- I'm not quite sure

20   what this is referencing to.  My nerves have kind of

21   gotten me right now.

22                      COMMISSIONER DOUMIT:  Don't worry.

23   Don't worry.  Yeah, I guess I'm just trying to --

24                      THE WITNESS:  I'm kind of center

25   stage.

0184

 1                      COMMISSIONER DOUMIT:  What's that?

 2   Oh, you're doing great on center stage.  Don't worry.

 3        So if you -- if you don't know, that's okay.  We

 4   can -- we can also send a bench request subsequently to

 5   clarify.

 6                      THE WITNESS:  Please do.  That would

 7   be good.

 8                      COMMISSIONER DOUMIT:  Okay.  Great.

 9                      MS. CARSON:  Commissioner Doumit,

10   there's also testimony from Ann LaRue on --

11                      COMMISSIONER DOUMIT:  Yeah.

12                      MS. CARSON:  -- this point, so you

13   might --

14                      COMMISSIONER DOUMIT:  Okay.  Great.

15                      MS. CARSON:  -- refer to her.

16                      COMMISSIONER DOUMIT:  Great.  Thank

17   you.  Thanks.

18        Is there -- next question.  Is there any penalty

19   to a pilot or to PSP if a pilot performs more

20   assignments than the BPC target assignment level?

21                      THE WITNESS:  No.

22                      COMMISSIONER DOUMIT:  Okay.  And can

23   you please provide an update on PSP's current pilot

24   account as well as the anticipated number of hires and

25   retirements during the rate year?
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 1                      THE WITNESS:  So this would be until

 2   June of -- or until, yeah, July 1, or whatever, of

 3   2027?

 4                      COMMISSIONER DOUMIT:  Yes.

 5                      THE WITNESS:  In a bench request,

 6   or...?

 7                      COMMISSIONER DOUMIT:  No, I mean --

 8                      THE WITNESS:  Right now?  Well, I

 9   think we'll be -- I think we'll be at either -- if the

10   Commission authorizes 60 pilots, we'll either be at 59

11   or 60.

12                      COMMISSIONER DOUMIT:  And then the

13   anticipated number of retirements.  Does that -- so

14   that total you just gave, you're calculating --

15                      THE WITNESS:  Balancing.

16                      COMMISSIONER DOUMIT:  -- the number

17   of hires and retirements?

18                      THE WITNESS:  Yes.

19                      COMMISSIONER DOUMIT:  Okay.  Can you

20   please clarify what is the final projected assignment

21   number that PSP proposes to use in determining tariff

22   rates?  We talked about this a lot.  And so what's --

23                      THE WITNESS:  Yeah, I'm -- in terms

24   of rates, I think it's going to depend on what Mike

25   Moore's testimony is by the time Sheree gets done
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 1   asking the question.  But we're going to see about

 2   whether or not he supports removing the HTW service

 3   from the revenue requirement.  If he does, then we'll

 4   revise the -- the number of assignments.  If he

 5   doesn't, then we'll keep the number at 7,114.

 6                      COMMISSIONER DOUMIT:  So that's the

 7   only variable you see at the moment?

 8                      THE WITNESS:  Yes.

 9                      COMMISSIONER DOUMIT:  Okay.  Couple

10   of questions following up on the retirement.

11        So you testified that you're -- although you're

12   not aware of the total liability at the moment anyway,

13   would you agree that the current pay-as-you-go system

14   is unsustainable?

15                      THE WITNESS:  Yes.

16                      COMMISSIONER DOUMIT:  Okay.  Do you

17   recognize that the longer it takes to resolve the MEP

18   issue, the more ratepayers are at risk for funding

19   pilot pensions?

20                      THE WITNESS:  Well, yeah.  They've

21   been doing it for a long time, but, yes, I -- I do

22   recognize there's a risk there.

23                      COMMISSIONER DOUMIT:  How long

24   should we, the Commission, wait for PSP to resolve the

25   pension issue?  That essentially is asking how long
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 1   should we wait for the Labor Department letter of

 2   determination.

 3                      THE WITNESS:  Commissioner Doumit,

 4   we're taking our advice from our attorney on this

 5   issue.  He's here.  And I'm sure he would be the best

 6   one to answer that.

 7                      COMMISSIONER DOUMIT:  I'm not asking

 8   necessarily how long it will take.  I'm saying how long

 9   do you think that we should wait?  How long can we wait

10   in this limbo essentially?

11                      THE WITNESS:  Until I retire.

12        So the -- I don't know.  I think the DOL will come

13   back within the year, and we'll -- I really believe

14   that we'll be filing within the year for a defined

15   benefit -- a multiple employer plan.

16        Now, whether we file without DOL, without DOL

17   weighing in or not, if that's required, we can possibly

18   do that.  That's -- I could be speaking out of turn

19   here.  I'm not sure.

20                      COMMISSIONER DOUMIT:  So should the

21   Commission set a time frame by when PSP needs to

22   determine which direction it wants to go on pensions if

23   there is no word from the labor department?

24                      THE WITNESS:  Yes.

25                      COMMISSIONER DOUMIT:  You mentioned
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 1   a year.  Okay.

 2                      THE WITNESS:  Yes.

 3                      COMMISSIONER DOUMIT:  All right.

 4   Great.  Thank you.  Thank you.  Nothing -- nothing

 5   further from me.

 6        Any follow-up from my colleagues?

 7                      CHAIR RYBARIK:  Just one quick

 8   follow-up on where Commissioner Doumit started, which

 9   is on the blank -- blank sailing.

10        And I think I heard you say there is more blank

11   sailing than ad hoc sailing currently; is that correct?

12                      THE WITNESS:  That's correct.

13                      CHAIR RYBARIK:  And did I also hear

14   you say there's an increase in blank sailing in the

15   last year?

16                      THE WITNESS:  Well, I don't think I

17   said that, but I think that's probably true, yeah.

18                      CHAIR RYBARIK:  And what would you

19   attribute that to?

20                      THE WITNESS:  Trump tariffs, I

21   think.  I mean, this is what we're hearing anyway.  I

22   mean, every morning, I'll look at Journal of Commerce.

23   Comes in my e-mail every morning.  And I look for a

24   bright spot.  And they -- they sit -- and they -- you

25   know, there's legislation that Trump has tried to get
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 1   others to sign onto.  And there's tariffs.  And then

 2   he's -- and in the Supreme Court, they rule -- they

 3   strike down his tariffs, and then he comes up with

 4   these other ones.

 5        So these have an impact on shipping.  And we can

 6   see it.  But it's not just shipping.  Then, in turn,

 7   then they have an impact on the economy.  I mean, you

 8   guys know this more than I do.  But -- and when the

 9   economy goes down, I mean, people don't buy new cars.

10   They don't need new TVs, or whatever it is.  Shipping

11   slows down.

12                      CHAIR RYBARIK:  Thank you.

13                      THE WITNESS:  Yeah.

14                      JUDGE FUKANO:  Anything further for

15   this witness?

16        Thank you very much.  You are excused.

17                      THE WITNESS:  Thank you.

18                             (Witness excused.)

19

20                      JUDGE FUKANO:  It is currently 2:15.

21   Should we take a brief break before we turn to the next

22   witness?  I think about ten -- ten minutes.

23        Then we will be in recess for the next ten

24   minutes.  We are off the record.

25   ////
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 1                             (Pause in proceedings from

 2                              2:15 p.m. to 2:36 p.m.)

 3

 4                      JUDGE FUKANO:  Let's be back on the

 5   record.

 6        Good afternoon.  It is approximately 2:36 p.m.,

 7   and we are resuming cross of PSP's witnesses.  The next

 8   witness is Ann LaRue.

 9        And please raise your right hand.

10        Do you swear or affirm the testimony that you

11   provide today is the truth and nothing but the truth?

12                      THE WITNESS:  I do.

13                      JUDGE FUKANO:  And please speak into

14   the mike.

15                      THE WITNESS:  I do.

16                      JUDGE FUKANO:  Thank you.

17        Please introduce the witness, and tender them for

18   cross.  Please note if there are any corrections to the

19   prefiled testimony.

20                      MS. CARSON:  Thank you, Your Honor.

21

22   ANN LARUE,                  having been first duly sworn

23                               by Administrative Law Judge

24                               Fukano, was examined and

25                               testified as follows:
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 1                        DIRECT EXAMINATION

 2     BY MS. CARSON:

 3  Q  Ms. LaRue, please state your name and title, and spell

 4     your name for the court reporter.

 5  A  My name is Ann LaRue.  Last name is spelled L-a-

 6     capital R-u-e.

 7          What else do you want?

 8  Q  And your title.

 9  A  My title.  I'm a CPA, and I'm the owner of Kalahiki

10     Consulting.

11  Q  Ms. LaRue, do you have before you what has been marked

12     for identification as Exhibit Nos. AML-1T through

13     AML-18T in Docket TP-250574?

14  A  I do.

15  Q  Do these exhibits constitute your prefiled direct,

16     rebuttal, and settlement testimony and related exhibits

17     in this proceeding?

18  A  They do, yes.

19  Q  Were these prepared under your supervision and

20     direction?

21  A  They were.

22  Q  Do you have any corrections to any of your exhibits at

23     this time?

24  A  No.

25  Q  Are your prefiled direct, rebuttal, and settlement
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 1     testimony and accompanying exhibits true and correct,

 2     to the best of your information and belief?

 3  A  Yes.

 4                        MS. CARSON:  Thank you.  Your

 5     exhibits have been admitted into evidence.

 6          Your Honor, PSP offers Ann LaRue for

 7     cross-examination.

 8                        JUDGE FUKANO:  Thank you.

 9          Commission staff indicated cross for this witness.

10     Please proceed.

11

12                        CROSS-EXAMINATION

13     BY MR. ROBERSON:

14  Q  Good afternoon, Ms. LaRue.  How are you?

15  A  I'm well.  How are you?

16  Q  Doing fine.

17          I would like to start with your opening testimony,

18     which is Exhibit AML-01T.

19  A  Yes.

20  Q  And I'd like to start at Page 5.

21          In the first paragraph on that page, you note a

22     number of differences between PSP structure and the

23     structures of other Commission-regulated companies,

24     correct?

25  A  Correct.
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 1  Q  And one of those which you list on Lines 3 to 4 is that

 2     PSP is, quote, a voluntary association of individual

 3     persons and corporations, correct?

 4  A  Correct.

 5  Q  Another listed at Lines 6 through 9 is that pilot

 6     compensation is PSP's principal expense, correct?

 7  A  Correct.

 8  Q  Does pilot compensation in the form of DNI show up on

 9     PSP's income statement?

10  A  No.

11  Q  Does any pilot have an entitlement -- legal,

12     contractual, or statutory -- to the authorized DNI

13     approved by the Commission?

14  A  No.

15  Q  No pilot is a PSP employee, correct?

16  A  Not to my knowledge.

17  Q  So PSP doesn't pay the pilots an hourly wage, correct?

18  A  Correct.

19  Q  And no pilot has a contract with PSP that guarantees a

20     certain salary, correct?

21  A  I'm sorry.  What was that?

22  Q  No pilot has a contract with PSP that guarantees a

23     specific salary in the form of a DNI?

24  A  I'm not a hundred percent sure what the deal -- the

25     deal is between the pilots and the association.  But to

0194

 1     my knowledge, no pilot has been guaranteed an income.

 2  Q  Okay.  So PSP just distributes money to its member

 3     entities, which are mostly S corporations, from what I

 4     understand, as it becomes available, correct?

 5  A  Not as it becomes available, no.  I would disagree with

 6     that statement.

 7  Q  What do the mechanics of that look like?  How does

 8     money flow from PSP to the pilots?

 9  A  On a periodic basis, the accountants, after satisfying

10     all expenses, distribute the revenue remaining to the

11     individual pilots equally.

12  Q  To the pilot or to the members?

13  A  The individual member pilots.

14  Q  Okay.  I'd like to turn to Page 21 of your testimony.

15          And between Lines 7 and 10, you describe PSP's

16     current rates as insufficient to, among other things,

17     provide a fair return, correct?

18  A  Correct.

19  Q  Does the ratemaking formula explicitly include a return

20     component?

21  A  The one that PSP proposed in this rate case does.

22  Q  Does the current ratemaking formula include a return

23     component?

24  A  No.

25  Q  But it does include a DNI component, correct?
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 1  A  TDNI is a factor in the current revenue requirement

 2     formula, yes.  But there is no identified return

 3     component.

 4  Q  And TDNI is just the authorized DNI multiplied by the

 5     number of pilots, correct?

 6  A  Correct.

 7  Q  Is it fair to say that DNI functions as the analog to

 8     the return on equities in other industries for the

 9     pilotage industry?

10  A  No.

11  Q  Does not?

12  A  No.

13  Q  Okay.  Does the DNI provide an incentive to control

14     costs much in the way that the return on equity does in

15     other industries?

16  A  I think any business owner wants to control costs.

17  Q  But PSP's members directly benefit when they control

18     costs, right?  There's more DNI available for

19     distribution?

20  A  What's that?

21  Q  PSP's members benefit directly when they control

22     costs -- right? -- because there's more money available

23     for distributable net income, correct?

24  A  Not under the current method that we're setting rates,

25     no.
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 1  Q  So if the pilots control costs and therefore make more

 2     money, they can't distribute more money to their

 3     members?

 4  A  Yes, if costs are controlled as you say it, more money

 5     can be distributed.  But the pilots deserve an

 6     opportunity to earn their authorized TDNI, which has

 7     not happened since the rate setting was transferred to

 8     the UTC.

 9  Q  Do they deserve an opportunity or a guarantee of

10     making their --

11  A  An opportunity, which they have not been granted as far

12     as I'm concerned.

13  Q  And that is because of a fundamental flaw in the

14     ratemaking formula?

15  A  I would say it would be a flaw in how the PSP's rate

16     setting was set up in the inaugural case actually.  Not

17     just the DNI.  But the numbers that we used in the

18     first case were inaccurate.

19          We used historical averages that were outdated

20     because we didn't have information that we needed.  It

21     takes time to assimilate to the UTC's strict economic

22     regulation.  And PSP has been doing that for the last

23     six years.

24          Now we have an actual representative year of

25     normal business for PSP, and that's why we're

0197

 1     requesting the revenue requirement model that we're

 2     requesting in this case.

 3  Q  If the flaws in the first case were due to the sample,

 4     why would you change the ratemaking formula now that

 5     you're acknowledging that there's a valid year?

 6  A  There's still no return.  There was no return

 7     authorized in the first case.  And every other

 8     transportation industry at the Commission is allowed to

 9     earn a return in their rates, and therefore I believe

10     it's most fair to allow PSP a return.

11  Q  Do any of those other industries have a payout in the

12     form of something like DNI?

13  A  There are -- every owner-operator or manager-executive

14     at the businesses regulated by the Commission earn a

15     salary.  And I think the best way to look at this is,

16     you know, originally for transportation companies, the

17     operating margin was used for all of them.  When it was

18     identified that solid waste companies had such a large

19     asset base, they were pulled together in collaboration

20     with the Commission and determined a more fair revenue

21     requirement model.

22          PSP is asking for that same consideration.  We may

23     not have 50 or more solid waste or pilot companies in

24     Washington, but we do still deserve to earn a return

25     for operating this regulated business, and the pilots
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 1     deserve to earn a national average compensation.

 2  Q  The question was a little more limited.

 3          It's --

 4  A  Okay.

 5  Q  -- do any of those other industries have a payout like

 6     DNI?

 7  A  I wouldn't know, because I didn't look at all of them.

 8     But I would say, to my knowledge, I don't know of any

 9     other ones at this time.

10  Q  So in your testimony, you do talk about looking at --

11     what is it? -- 130 other companies regulated by the

12     Commission?

13  A  I stated that there were about 130 transportation

14     companies at the Commission who earn a return.  PSP is

15     not one of them.

16                        JUDGE FUKANO:  Apologies.  Counsel,

17     would you speak a little closer to the mike.

18                        MR. ROBERSON:  Apologies.

19  Q  (By Mr. Roberson)  Okay.  That leads wonderfully into

20     my next line of questions.

21          So are you generally familiar with the rate

22     filings of those other industries or those other

23     companies?

24  A  Generally, yes.  And some are my customers, or clients,

25     I should say.
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 1  Q  So for the ones that you're generally aware of or who

 2     are your customers, is there a payout like DNI?

 3  A  No.  They earn a salary.  That's recovered in rates.

 4  Q  And that would be due to their corporate structures,

 5     correct?

 6  A  Yes.  But the UTC sets rates and encourages efficient

 7     management.  They're not to be dictating how companies

 8     are set up.  I don't know if one was set up

 9     differently, if they would have to be treated

10     differently.

11          I mean, my thing is that PSP was -- PSP's rate

12     setting was transferred to the UTC.  PSP is set up the

13     way it is similar to other pilotage districts, as we've

14     heard through the other rate cases.  And I think the

15     UTC should acknowledge that, no, they're not the same

16     as every other transportation industry.

17          But there are parts of it that we can use like we

18     did in this case, bifurcating the part that is

19     anomalous, using the part that is the same to set an

20     operating margin, and compensate the pilots with a fair

21     pilot compensation, at least an opportunity for them to

22     earn a fair compensation.  That's what other

23     transportation industries are allowed, and that's what

24     we're asking here.

25  Q  Okay.  But I guess the difference that we've already
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 1     discussed is those other transportation companies have

 2     those people as employees, correct?  No pilot is a PSP

 3     employee?

 4  A  Correct.

 5  Q  Do you generally pay salary to people who you don't

 6     employ?

 7  A  No.  But the pilots have been charged with operating

 8     the Puget Sound Pilot association.  So they are

 9     required to operate the association as well as move

10     ships.

11  Q  And their compensation for that is distributed net

12     income, correct?

13  A  Correct.

14  Q  Okay.  I'd like to move on to the end of Page 12 and

15     the beginning of Page 13.

16  A  The same testimony?

17  Q  Yes.  And there you explain how operating margin is

18     calculated, correct?

19  A  Mm-hmm.  Yes.

20  Q  And could you just briefly explain the formula.

21  A  The operating margin formula?

22  Q  Yeah.

23  A  Takes the authorized operating expenses and determines

24     a rate of return.

25  Q  What's the actual formula used to determine the rate of
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 1     return?

 2  A  Operating expenses divided by operating income.

 3  Q  And you're a CPA.

 4          Did you have access to PSP's books?

 5  A  Do I have access to their books?

 6  Q  Yeah.

 7  A  They have outside accountants that handle their taxes

 8     and their -- their audit.  So, no.  I deal with the

 9     accounts in house.

10  Q  Did you ask for their books?

11  A  Their financial statements?

12  Q  Yeah.

13  A  Well, I've reviewed their financial statements in

14     putting the case together.

15  Q  Okay.  So you have some idea of what their operating

16     expenses sum to; is that correct?

17  A  Their operating expenses are?  Well, yeah.  That's in

18     AML-03 and -10.

19  Q  And you have some idea what their income looks like,

20     correct?

21  A  For the test year?

22  Q  Yeah.

23  A  Yes.  That's in AML-03 and -10.

24  Q  But you didn't calculate an operating margin for the

25     pilots, correct?

0202

 1  A  I did calculate an operating margin for the pilots in

 2     this rate case.

 3  Q  Based on their financials?

 4  A  Based on their regulatory income statement, like is

 5     required.

 6  Q  What was the operating margin you propose giving PSP

 7     here?

 8  A  88 percent.  A 12 percent operating margin.

 9  Q  And how did you pick that number?

10  A  We -- I evaluated the PSP's expenses over -- since UTC

11     regulation started and determined that, after the first

12     rate year of the first case, a 12 percent margin would

13     have still -- it would have reduced regulatory lag, but

14     pilot DNI would still have to be reduced to cover some

15     of that regulatory lag.

16          So while I believe it might -- it should be closer

17     to 15 percent, I thought that a 12 percent would be a

18     reasonable proposal this first time around, because by

19     my analysis, it probably should be higher.

20  Q  Okay.  I would like to jump back to Page 4 of your

21     opening testimony.

22  A  I'm there.

23  Q  In the last Q&A on that page, you discuss staff's

24     analysis of PSP's initial rate filing, correct?

25  A  Correct.
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 1  Q  And in a footnote at the bottom of the page, you

 2     mention that you were a member of staff at the time,

 3     correct?

 4  A  I was.

 5  Q  And you were assigned that case, correct?

 6  A  Correct.

 7  Q  Between Lines 10 and 11, you testify that, for the GRC,

 8     staff studied the pilotage industry and its

 9     rate-setting methodologies, quote, across the nation,

10     correct?

11  A  Correct.

12  Q  And are you aware of any other body that uses an

13     operating margin when setting pilotage rates?

14  A  No.

15  Q  And if one had, staff probably would have found it,

16     correct?

17  A  I wouldn't know that.

18  Q  Well, you were part of the staff team, correct?

19  A  Yes.

20          There's a lot of information to go through in the

21     six months we had to do the case.  And while we like to

22     think that we did the best job we can, we certainly did

23     not do an exhaustive search of things.  And a lot of

24     information has been gleaned since the first case.

25  Q  Through your own individual research, or how -- how was
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 1     this information turned over, turned up?

 2  A  Through the pilot rate cases that we've had here,

 3     through my own research, through working with the

 4     pilots.

 5  Q  So when you did that independent research, did you look

 6     to see if any other rate-setting body used an operating

 7     margin like this?

 8  A  I didn't.

 9          In my testimony, I state that there's a duality

10     here for PSP where their operating expenses should be

11     treated and their return can be treated like other

12     transportation companies here.

13          We understood, I understood from the Commission's

14     directives that they wanted PSP's rate setting to be

15     more in line with current rate setting at the

16     Commission and regulatory accounting standards.

17     Therefore, my goal in submitting this rate case was to

18     do just that.  Bifurcating DNI, TDNI, from the formula

19     allows a national comparison which they're requesting

20     for their compensation while allowing the operating

21     expenses to be separated, identified, and a return set,

22     just like in other industries.

23          The only difference is other industries get an

24     operating margin on salaries, officer salaries and

25     compensation.  We're not requesting that here.  We're
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 1     excluding pilot compensation from any operating margin

 2     calculation.

 3  Q  Has the Commission recognized that the pilots are just

 4     different than other companies or industries?

 5  A  Yes.  In fact, at the workshop in July of 2024, we

 6     talked about how the pilots are a bit of a square peg

 7     in the UTC's round hole and that we've had a lot of

 8     "bring me a rock" theories with the pilots, bringing

 9     wrong information to cases, being sent away, coming

10     back with more.  And I think that each case has gotten

11     closer to the mark, and I believe this case is the best

12     case yet.  But I'm biased, I think.

13  Q  Fair enough.

14          Could you turn back to Page 11 of your testimony.

15  A  I'm there.

16  Q  And so here you're describing the benefits of an

17     operating margin, and one of the examples that you give

18     is it will help deal with, quote, material unexpected

19     costs, correct?

20  A  Correct.

21  Q  Are there other ways to deal with material unexpected

22     costs?

23  A  I'm sure there could be, but there are a lot -- because

24     of PSP's dual regulation, they have to -- they have to

25     abide by the -- by the directives of the Board of
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 1     Pilotage Commission.  So if the board says, We need

 2     you-all to do all of this training, regardless of when

 3     a rate case has been submitted, they're required to

 4     incur those expenses.

 5          If something were to happen -- regulatory lag

 6     happens to every company at the Commission, and it's

 7     expected that the further away from the rate year you

 8     get, the more that regulatory lag is.  But that has

 9     been ignored in PSP's rate cases.  They have regulatory

10     lag.  They have no return.  So this just continues

11     eroding pilot compensation.

12  Q  Well, before we move on from that, the pilots have

13     filed two two-year rate plans, correct?

14  A  No.  The pilots were given -- the pilots in the first

15     case, I believe, provided three rate years.  The

16     Commission granted a two-year rate plan in

17     Docket 190976.  In 220513, no rate plan was provided.

18  Q  My mistake.  Okay.

19          Turning back to the material unexpected costs.

20     The example you just gave is BPC costs, correct?

21  A  BPC costs.  So we had for just things that have

22     happened since they have come on board to the UTC was

23     obviously COVID.  Huge, long.  It went on forever.

24     There were issues with the Alaska oil and the tankers

25     that are coming through.  Issues with the BC pilots.
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 1     Those are all things that popped up without knowledge.

 2          The union contract came up for negotiations, and

 3     raises were provided to all the employees.  And

 4     retroactive raises were also provided.  That all had to

 5     come out of pilot compensation.

 6          So we're simply asking for the opportunity for the

 7     pilots to be able to earn their compensation while

 8     managing this business and dealing with the inevitable

 9     regulatory lag that will happen.

10  Q  Let's split that answer into two lines of question.

11  A  Okay.

12  Q  The first is the BPC cost.

13          Did the pilots ask to defer any of those costs?

14  A  Did they ask for any of those costs?

15  Q  Did they ask for a deferral for any of those costs?

16  A  No.  Not that I know of.

17  Q  The second thing that you mentioned is the union

18     contract.

19          Do the pilots know when they're going to be

20     negotiating or renegotiating a contract?

21  A  Yes, generally speaking.  However, there were some

22     extenuating circumstances in the last case, so -- in

23     the last time it was renewed, so -- and I wasn't privy

24     to all of that, but it did sneak up, and I can't

25     remember why.  Maybe someone else could.
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 1          But, but again, if there was a return component,

 2     it would be less devastating to the pilots when things

 3     like this happen.

 4  Q  And I apologize.  I'm confused by your answer.

 5          The pilots did or did not know when they would be

 6     renegotiating that contract?

 7  A  The contract was expired, I believe, when it was

 8     renegotiated, because something had happened either

 9     with COVID or something else.  So there was a delay in

10     getting the contract renewed.

11  Q  So it was overdue.  Okay.

12          I would like to talk about your settlement

13     testimony.

14  A  Okay.

15  Q  That's AML-18T.

16                        MS. CARSON:  I'm going to object to

17     this.  We have a settlement panel.

18                        MR. ROBERSON:  I'm not even going to

19     ask about the details of the settlement.  I just want

20     to ask that you're aware of it.

21                        JUDGE FUKANO:  Subject to

22     clarification, are you maintaining your objection?

23                        MS. CARSON:  Well, yes.  I believe

24     that this should be addressed with the settlement

25     panel.  I don't know what his question is.  But, yeah,
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 1     that's --

 2                        MR. ROBERSON:  I can withdraw the

 3     question.

 4  Q  (By Mr. Roberson)  There are other mechanisms that can

 5     be used to deal with costs, correct?  Like the tracker

 6     deferral?

 7  A  Sure.

 8  Q  Sure?

 9  A  Sure.

10  Q  Okay.  And those would eliminate regulatory lag to a

11     large extent, correct?  They would provide for timely

12     recovery of PSP's expenses?

13  A  So deferral, yes.  However, the expenses -- requesting

14     deferral is one thing.  But the expenses still have to

15     be paid.  And without a return, you're asking the

16     pilots to pay for these expenses, request deferral, and

17     then hopefully get -- get the monies returned to them

18     at some future date through a rate case.  That is

19     hardly ideal.  And to be asking the pilots to do that

20     when you -- when the UTC asks no other companies to do

21     this, it doesn't seem fair or reasonable.

22  Q  The UTC doesn't ask any other company to do what?

23  A  Give up compensation for their owners, operators, or

24     management in order to cover regulatory lag.

25  Q  So regulatory lag affects no other company?
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 1  A  That's exactly not what I said.

 2  Q  I'm just trying to --

 3  A  Every other company experiences regulatory lag just

 4     like PSP.  But no other company is required to reduce

 5     their employer salaries, their manager salaries,

 6     owners' or operators' salaries in order to cover that

 7     regulatory lag.  Each company has a return to help

 8     manage regulatory lag, and that doesn't exist for PSP.

 9     And that's the point that we were trying to make.

10  Q  I'm confused.  Because, at the beginning, you told me

11     that PSP had no employees and paid no salary.

12          Is that not correct?

13  A  No.  I said PSP pilots are not employees.  PSP does

14     have employees.  They have dispatchers.  They have

15     accountants.  They have boatmen.

16  Q  Understood.

17  A  So I apologize if I misunderstood your question.

18  Q  So does PSP as an organization reduce those people's

19     pay based on fluctuations in income?

20  A  No.

21  Q  So the people that would be affected would be the

22     members, correct?

23  A  Correct.

24  Q  Okay.  A tracker mechanism with a forecast and true-up

25     would deal with the concerns that you just,
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 1     expressed -- right? -- which is the -- kind of the

 2     prepayment of expenses?

 3  A  Sure.  It's an option, I guess.

 4  Q  Okay.  If we could turn back to your opening testimony.

 5     Page 11, Lines 9 through 12.

 6          There you suggest that an operating margin will,

 7     quote, possibly reduce the need for frequent rate

 8     cases, correct?

 9  A  Yes.

10  Q  Did you run any kind of number or study that would

11     indicate how many rate cases would have been avoided

12     with something like what you're proposing with an

13     operating margin?

14  A  No.  What we are proposing in this case is to provide

15     PSP -- we have -- we have provided in this rate case a

16     normal representative year of expenses supported by the

17     record.  And we're asking for a return on that and for

18     pilot DNI, TDNI, to be benchmarked nationally.

19          If these were to prevail in this rate case, then

20     we would -- I feel like every single rate case, PSP is

21     simply trying to do what the Commission said last time:

22     Trying to do it right.  It's the wrong thing.  We'll

23     come back.  We'll do it this way.  We'll come back and

24     do it this way.

25          I think this time we got it right.  So with that,
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 1     with a return, and with a fair compensation for the

 2     pilots, I do think that the need to come in every three

 3     years, or however long it's been, two or three years,

 4     would not be as such an issue, especially with a COLA

 5     was granted for the DNI.  We would love to not have to

 6     come in so often.

 7                        MR. ROBERSON:  Fair enough.  I think

 8     that's all my questions.  Thank you.

 9                        JUDGE FUKANO:  Thank you.

10          PSP, any redirect at this time, or would you

11     prefer to wait till the conclusion of cross to address

12     collectively?

13                        MS. CARSON:  I'd prefer to wait till

14     the conclusion of cross.  Thank you.

15                        JUDGE FUKANO:  Very good.

16          PMSA indicated cross for this witness.  You may

17     proceed.

18                        MS. DeLAPPE:  Thank you.

19

20                        CROSS-EXAMINATION

21     BY MS. DeLAPPE:

22  Q  Good afternoon, Ms. LaRue.

23  A  Good afternoon.

24  Q  Let me start by seeing if we agree on some of the basic

25     facts in this case.
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 1          In the Test Year 2024, the Commission authorized a

 2     revenue requirement of 41,991,181.

 3          Do you need me to give you the order citation?

 4  A  No, I just -- I'll trust you.  The PSP did provide a

 5     compliance filing, and I don't know if that number's

 6     updated for the compliance filing.

 7  Q  This is from Order 08.

 8  A  Correct.

 9  Q  Attachment A.

10  A  Correct.

11  Q  Line 67.

12  A  I don't have the appendix.  No appendix.  It's fine.

13     It's very close.  We did file a compliance filing, and

14     it did move the number up a hair, but that's very

15     close.  About 42 million, I believe.

16  Q  And in the test year, 2024, PSP's actual revenues were

17     $43,650,014?

18  A  Okay.

19  Q  And if you wanted to check, that's in your

20     Exhibit AML-3.

21  A  Mm-hmm.

22  Q  Schedule 1.1.

23  A  43,690,945.

24  Q  I have that as 43,650,014?

25  A  That's fine.  It's close enough.
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 1  Q  So that means that the tariff generated $1.6 million,

 2     approximately, in excess of the Commission's authorized

 3     revenue requirement in 2024?

 4  A  Correct.

 5  Q  So the percentage over the authorized revenue

 6     requirement was 104 percent?  It generated 104 percent

 7     of the authorized revenue requirement during the test

 8     year?

 9  A  4 percent more than what was authorized.  Okay.

10  Q  And PSP is requesting a 52 percent rate increase based

11     on a test year when it was already generating 104

12     percent of its authorized revenue requirement?

13  A  Correct.

14  Q  The Commission affirmed a specific revenue requirement

15     formula for maritime pilotage in both the prior

16     dockets, correct?

17  A  Yes.  Yes.

18  Q  And PSP now proposes to replace that formula with a new

19     formula that introduces a fixed 12 percent operating

20     margin that generates approximately $2.7 million in

21     revenue above what the approved formula would generate,

22     correct?

23  A  Yes, I believe that's true.  I'm not checking the

24     calculations.

25  Q  In Exhibit AML-10, your spreadsheet, Schedule 1.2.
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 1  A  I'm there.

 2  Q  You have your results -- your revised schedule --

 3     excuse me -- your results of operations, correct?

 4  A  Correct.

 5  Q  And if you look at Cell O10 -- excuse me -- O17, you

 6     list your proposed DNI per pilot at 729,467?

 7  A  Correct.

 8  Q  This figure does not reflect the actual total

 9     distributable net income that PSP is proposing, does

10     it?

11  A  The DNI?

12  Q  The actual total distributable net income per pilot.

13  A  Yes.

14  Q  So isn't PSP actually proposing a net income per pilot

15     of 774,869 in this schedule of operations?

16  A  No.  Not to my knowledge.

17  Q  Please go to Column N, and scroll down to Lines 98

18     through 101.

19  A  Which column?

20  Q  Column N.

21          And you'll see down there a little table.  The

22     Column N has a heading, "Total RR," on Line 97.

23  A  Okay.  Okay.

24  Q  And so there you see that you are proposing a total

25     revenue requirement of $66,775,584?
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 1  A  Correct.  Correct.

 2  Q  And total operating expenses, a couple lines down, on

 3     Line 101, of 20,283,422?

 4  A  Correct.

 5  Q  So now if you take 66.7 million, roughly, of total

 6     revenue less 20.3 million, approximately, of expenses,

 7     you get net revenue of 46,492,162?

 8  A  Yes.  But you're including the calculated operating

 9     margin in DNI.

10  Q  Right.

11          I'm asking you just to subtract operating expenses

12     from revenue.  Right?

13  A  Okay.

14  Q  Since you're proposing 60 pilots, if you divide that

15     46.5 million, roughly, among the 60 pilots, then that

16     would give you, per pilot, income of 774,869, right?

17  A  If that's how you want to do that calculation, that's

18     fine.  But that is not how we are calculating DNI.

19     That is an operating margin.  It is a return to cover

20     regulatory lag and unexpected costs.  And over the last

21     four years --

22  Q  Ms. LaRue.

23  A  -- a 12 percent margin would never have gone to DNI.

24  Q  Ms. LaRue, my question was never about DNI, was it?

25  A  You brought -- yes.  You actually asked me about DNI.
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 1  Q  You're listing --

 2  A  And then you asked me that we were requesting more than

 3     what was in my worksheet.

 4  Q  Your --

 5  A  So that's all.

 6  Q  Yeah.

 7  A  I was just trying to clarify here.

 8  Q  Okay.  So it's net income less operating expenses would

 9     provide that total distributed -- the amount that you

10     would distribute to pilots, right?

11  A  No.  If an operating margin was provided to the

12     pilots -- we currently are living in a world where the

13     pilots have no return, and revenues are distributed

14     like we talked about earlier.

15          But if the UTC were to grant an operating margin,

16     PSP would accommodate that, just like they've

17     accommodated every other directive from the Commission.

18     Things may change.  Bylaws may change.  Tax may change.

19     There's parties to discuss things with.  But PSP is not

20     going to sit back and do the same thing they've always

21     been doing.  They haven't done that yet.  They pivot at

22     every turn, and they're committed to doing that here.

23  Q  Ms. LaRue.

24  A  So they can be treated fairly.

25  Q  This is not responsive to my question.  Would you
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 1     please -- I'll move to a new question for you.

 2  A  Okay.

 3  Q  There is no evidence submitted in this case or in the

 4     testimony otherwise that supports an actual net income

 5     per pilot of 774,869; is that correct?

 6  A  No.  That's not what we're requesting.

 7  Q  That's not what I asked.

 8  A  Mm-hmm.

 9  Q  I asked whether there is any evidence --

10  A  And I said --

11  Q  -- supporting that --

12  A  -- no, there isn't, because that's not what we're

13     requesting.

14  Q  Okay.  Thank you for answering that there is none.

15                        JUDGE FUKANO:  Beg your pardon.  For

16     the benefit of the court reporter, please, we should

17     not be talking over each other --

18                        THE WITNESS:  Okay.

19                        JUDGE FUKANO:  -- during questions

20     and answers.

21                        MS. DeLAPPE:  Thank you.

22  Q  (By Ms. DeLappe)  Ms. LaRue, if you could, please turn

23     to Exhibit JR-10.  And this is the BPC 2024 annual

24     report.  JR-10.

25  A  10.
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 1  Q  If you could please turn to Page 33.

 2  A  I'm there.

 3  Q  Thank you.

 4          At the bottom of the table that's in the top half

 5     of that page, you see where it says "Annual Earnings

 6     After Deductions for Distribution to Pilots"?

 7  A  Yes.

 8  Q  And then the per pilot, at 56.5, you see that it says

 9     449,591 in the second column?

10  A  Yes.

11  Q  And that figure is drawn directly from PSP's 2024

12     audited financial statements, right?

13  A  Yes.

14  Q  Captain Carlson's direct testimony uses that same

15     figure as PSP's 2024 actual DNI, correct?

16  A  Yes.

17  Q  And he uses that to compare against other pilotage

18     districts in the pilot compensation study, correct?

19  A  Okay.

20  Q  Is that an affirmative, or would you like me to direct

21     you to the record?

22  A  Well, I'm assuming that it's correct since you're

23     telling me it's correct.  But I do not recall.  If

24     you'd like me to go read the testimony now, I can...

25  Q  That is IC-01 T.
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 1  A  All right.

 2          Page?

 3  Q  And that's at Page 11.  And start at Line 18.  It goes

 4     through 21.

 5  A  Okay.

 6  Q  So would you agree with me that he uses that number,

 7     which is at Line 21, as the basis for comparing against

 8     other pilotage districts in the pilot compensation

 9     study?

10  A  Yes.

11  Q  That figure is not actually the appropriate pilot DNI

12     to use for the test year in this case, is it?

13  A  Did you say it's not the DNI we used in the case?

14  Q  It's not the appropriate DNI to use for the test year

15     in this case, is it?

16  A  I would disagree.  This says -- so there's -- first,

17     let me -- let me clarify.  Audited financial statements

18     are not regulatory financial statements.  Okay?  And we

19     have to make adjustments -- every company does -- to

20     accommodate regulatory accounting standards when it

21     files a rate case with the Commission.  Therefore, the

22     numbers that are produced from your financial

23     statements may not match the numbers that we use in a

24     rate case for the UTC.

25          There are certain expenses that you can deduct in
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 1     your financial statements that the Commission

 2     disallows.  There are certain -- there are certain

 3     depreciation schemes you can use for financial

 4     accounting that you can't use for regulatory

 5     accounting.

 6          So we talk a lot about materiality because the

 7     numbers may not be exact, but they are precise.  They

 8     are accurate, I should say.

 9  Q  And I just want to test what I'm hearing.  But it

10     sounds to me like we agree that the number that Captain

11     Carlson used, that you said, testified just now is

12     drawn from PSP's 2024 audited financial statements, was

13     not the appropriate figure to use in this rate case for

14     the test year by Captain Carlson in his testimony?

15  A  The -- and this might be better for Captain Carlson or

16     Mr. Sisung, but I believe since they are doing their

17     compensation study based on audited financials, which

18     is what the Commission requested, I think it makes

19     sense to use that number comparing apples to apples.

20     But it doesn't negate the fact that we still have to

21     provide a regulatory format for the Commission to make

22     its decisions.

23  Q  It's not appropriate from a regulatory standpoint -- as

24     you, I think, were discussing earlier -- in part

25     because PSP's books are being calculated on a modified

0222

 1     cash basis, correct?

 2  A  The financial statements are modified accrual, yes.

 3  Q  And as you noted, they're not adjusted for regulatory

 4     disallowances that the Commission has applied in both

 5     prior cases, correct?

 6  A  Correct.

 7  Q  And so nowhere in your testimony do you provide the

 8     UTC-adjusted DNI, right?

 9  A  I removed actual DNI, TDNI, from pilotage fees earned,

10     restated it out of revenues, and then pro-formed in the

11     results from RLS-04, I believe, Mr. Sisung's exhibit

12     for the compensation study.

13  Q  So --

14  A  I removed TDNI in total.

15  Q  Is it correct that you did not provide or calculate

16     what the actual UTC-adjusted DNI should be in this

17     case?

18  A  No.  I don't think I did.

19  Q  Okay.

20  A  Should be -- I mean, we -- okay.  We're providing a pro

21     forma amount, but I don't think that's what you're

22     asking for.

23  Q  No.

24          In both the prior cases, the Commission required

25     that pilot medical insurance expenses be removed from
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 1     PSP's operating expenses and treated as pilot

 2     compensation, right?

 3  A  Correct.

 4  Q  And that increases the regulatory per-pilot DNI above

 5     PSP's book figure, doesn't it?

 6  A  I don't think I understand your question.

 7  Q  If you take the medical insurance expenses that are

 8     being treated as expenses in the audited financials and

 9     you follow the Commission's orders to include that as

10     part of DNI, doesn't that increase regulatory DNI?

11  A  No.  The pilots -- because of the order that said that

12     they couldn't recover medical anymore, that is paid

13     per -- by the pilots.  It's -- their DNI is distributed

14     to them, and then -- and they're required to pay for

15     pilot medical, to my knowledge.

16          So it is a reduction or -- it's included in what

17     they're requesting is their medical insurance, 'cause

18     it's being paid by the pilot.

19  Q  So for the Test Year 2024 --

20  A  Mm-hmm.

21  Q  -- there was zero -- zero amount in the 2024 financials

22     that reflected anything paid for pilot medical

23     insurance premiums?  Zero?

24  A  Right.  Because the pilots are paying it after it's

25     distributed to the pilot, to my knowledge.  That's how
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 1     it's being handled.  PSP is not recording it, because

 2     PSP isn't paying it.  The pilot is.

 3  Q  And you said to your knowledge.

 4          Are you absolutely certain on that for 2024 test

 5     year?

 6  A  I'm pretty certain, and I believe there was a DR about

 7     this, so I could -- subject to check, yes, I'm pretty

 8     sure.

 9  Q  Let's turn to callback expenses.

10          Those are treated as a DNI item, not an

11     association operating expense.

12  A  Correct.

13  Q  That change, regulatory change, also increases the

14     regulatory per-pilot DNI, doesn't it?

15  A  Correct.

16  Q  You made the proper restating adjustments for callbacks

17     in your schedule of operations in the amount of

18     352,812, no?

19  A  Correct.

20  Q  But you never presented a schedule showing what PSP's

21     test year per-pilot DNI is after applying the

22     Commission's established regulatory adjustments?

23  A  That's what's presented here on -- in AML-10, on

24     Line 93, or Row 104, TDNI is listed there, net of the

25     expenses PS -- or the Commission has ordered come out
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 1     of TDNI.

 2  Q  Let me repeat the question.

 3          You never presented a schedule showing what PSP's

 4     test year per-pilot DNI is after applying the

 5     Commission's established regulatory adjustments?

 6  A  Correct.

 7  Q  It is nowhere in your direct testimony and nowhere in

 8     AML-03 or AML-10, right?

 9  A  Correct.

10  Q  So the Commission, reviewing your testimony and

11     exhibits, can't find a single line that states, after

12     applying Commission-approved regulatory adjustments,

13     test year per-pilot DNA [sic] is X dollars?

14  A  Correct.

15  Q  Ms. LaRue, the 12 percent operating margin you propose,

16     as we already discussed, generates a little over

17     $2.7 million in additional revenue above the

18     Commission's approved formula and what that would

19     produce, without any additional pilotage services being

20     provided to ratepayers, right?

21  A  Yes.

22  Q  And turning then to AML-01T, your direct testimony.  At

23     Page 22.

24  A  I'm there.

25  Q  So you cited in the footnote, Footnote 26, a document
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 1     titled "The History of the Operating Ratio."

 2          And it was filed in this case as Work Paper AML-02

 3     to support the operating margin methodology?

 4  A  To support some of the statements in this, yes.

 5  Q  So let's turn, then, to that work paper, AML-02.

 6          If you can look first at the title page.

 7                        JUDGE FUKANO:  And I'd like to just

 8     quickly clarify:  That's not referring to the one of

 9     the prefiled exhibits, but to a separately filed work

10     paper?

11                        THE WITNESS:  Yes.

12                        MS. DeLAPPE:  Correct.  Yes.  The

13     file name is WP-AML-02, et cetera.

14                        JUDGE FUKANO:  Thank you.

15  Q  (By Ms. DeLappe)   Are you with me, Ms. LaRue?

16  A  Yes.

17  Q  So that document, The History of the Operating Ratio,

18     was prepared by Edward Nikula, the former assistant

19     director of the water and transportation section of the

20     UTC?

21  A  Yes.

22  Q  So it was a document prepared by UTC staff explaining

23     the Commission's own approach to operating ratios?

24  A  Yes, some years ago.

25  Q  If you could turn to Page 2 of that document, the very
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 1     next page.

 2          This document really isn't very useful in

 3     establishing an operating ratio for PSP, is it?

 4  A  I thought it was useful.  It's why I cited it.

 5  Q  Okay.  So let's go to the bottom of that page.

 6          Do you see the paragraph at the bottom that says,

 7     "First, the purpose of the operating ratio is to allow

 8     you to recover your allowed operating expenses, to

 9     recover your federal income taxes, interest expense and

10     still give you a return on your equity investment"?

11          Is that -- you're there with me?

12  A  Yes.

13  Q  So those are the four purposes of the operating ratio.

14          PSP's gross revenues exceed its operating expenses

15     by, in the test year, over $43 million, correct?

16  A  What did you just say?

17  Q  PSP's gross revenues exceeded its operating expenses by

18     over $43 million in the test year, right?

19          Excuse me.

20  A  No.

21  Q  That's the total revenue.  But it exceeded it by a

22     healthy margin, no?

23          There was a sufficient -- there was millions of

24     dollars above the operating expenses.

25          Would you agree?
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 1  A  Correct.

 2  Q  All right.

 3  A  That accounts for pilot compensation.

 4  Q  Which is not an operating expense, correct?

 5  A  Correct.  Which is why we removed it from our operating

 6     margin calculation.

 7  Q  And PSP generally pays no federal income taxes, because

 8     it files as a pass-through partnership, correct?

 9  A  Correct.

10  Q  And PSP's interest expense, those interest expenses are

11     de minimis, aren't they?

12  A  Correct.

13  Q  And to the extent there are any, they're already

14     captured in the approved formulas expense component,

15     right?  Or in -- they're captured in the formula

16     already, aren't they?

17  A  Correct.  The only change to our formula is adding in

18     operating margin.

19  Q  I'm talking about the four purposes in this document

20     you submitted.

21  A  Oh.

22  Q  So I've walked through three of them.  And you've

23     agreed that none of those three apply to PSP.

24          So let's talk about the fourth one, which was a

25     return on your equity investment.
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 1          So PSP doesn't pay out a dividend to shareholders,

 2     right?

 3  A  Correct.

 4  Q  All right.  I think you testified earlier as to your

 5     role as a regulatory consultant for PSP, correct?

 6  A  Correct.

 7  Q  And you testified just a few minutes ago with staff,

 8     staff's counsel, that you are familiar with and

 9     reviewed the financial statements of PSP in preparing

10     for this case?

11  A  Yes.

12  Q  If you could please turn to Exhibit MM-07.  And

13     specifically to Page 12 of that exhibit, please.

14  A  Sorry.  What page?

15  Q  Page 12.

16          So, first of all, you recognize that these are

17     PSP's long-form financial statements for 2024 and 2023?

18  A  Correct.

19  Q  And on Page 12, if you look at the second paragraph

20     down, under "Pilot" -- the heading "Pilot Distributable

21     Revenue and Reimbursed Expenses."

22  A  Mm-hmm.

23  Q  The third sentence in states, "Puget Sound Pilots is

24     not in the business of retaining profits or providing a

25     return on investment to the individual members
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 1     (pilots)."

 2          Right?

 3  A  Correct.

 4  Q  Do you have any reason to disagree with that statement?

 5  A  No.

 6  Q  And Exhibit MM-08, which are the long-form financial

 7     statements for the prior year.

 8          At Page 11, if you look in the middle of the page,

 9     has the same exact statement, right?

10  A  Correct.

11  Q  Now, in PSP's last rate case, you served at that time

12     also as a regulatory consultant for PSP, correct?

13  A  In the last rate case?

14  Q  Yes.

15  A  I was not a witness in the last rate case.

16  Q  I asked you whether you served PSP as a regulatory

17     consultant.

18  A  Yes.

19  Q  And you sat here in the hearing.  It was virtual then.

20     But you attended the hearing, correct?

21  A  I did.

22  Q  Okay.  And if you -- you at that time, in your capacity

23     as the regulatory consultant, were familiar with the

24     financial statements?  You had looked at them?

25  A  Weldon Burton was the primary accounting -- regulatory
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 1     accounting witness in the last case, and I was simply

 2     supporting the case.  I was not -- I was not a witness,

 3     so I was not fully informed.  And I did not do the

 4     work, not nearly the work that I did in this case as a

 5     witness.

 6  Q  So in -- in looking at MM-07 and MM-08, the two

 7     financial statements we just looked at, you're looking

 8     at and you relied on in this case financial statements

 9     that Jessica Norris prepared for PSP, correct?

10  A  Correct.

11  Q  For purposes only of comparing with the prior years,

12     2021 and 2020, and to check that you're capable of -- I

13     believe you are capable of reading the same statement

14     in that one.  If you could please turn to

15     Exhibit AML-25X, Page 11.  And just confirm that the

16     same statement is in the financial statements for those

17     years, 2021 to 2020.

18  A  Found them.  Page 11 again.

19  Q  Thank you.

20          So again you see that same statement?

21  A  Under Note 1, yes.

22  Q  Yes.  Thank you.

23          And so the statement there, that Puget Sound

24     Pilots is not in the business of providing a return on

25     investment to the individual members, that's actually
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 1     consistent with your testimony to staff's counsel a few

 2     minutes ago that there was no return in the first case

 3     for the pilots, no?

 4  A  Correct.  There's been no return in any of the cases.

 5  Q  And it's also -- Puget Sound business is not in that

 6     business of providing a return, right?

 7  A  To its member pilots as it states, yes.

 8  Q  So based on the analysis we just discussed, PSP does

 9     not meet any of the four stated purposes for an

10     operating ratio as described in your Work Paper AML-02,

11     does it?

12  A  One second.

13          So, no, I wouldn't agree with how you are

14     summarizing this.  For one, Mr. Nikula is one person.

15     And we are absolutely requesting that expenses, taxes,

16     and interest be recovered.  And we are not asking for a

17     return on an investment or a return on equity.  PSP is

18     asking for an operating margin, which is consistent

19     with other transportation companies.

20  Q  So just to go back, then, through what you just

21     testified about.

22          You agree that PSP earns -- they recover operating

23     expenses by wide margins, correct?

24  A  They cover operating expense --

25  Q  They recover -- PSP recovers its operating expenses by

0233

 1     wide margins?

 2                        MS. CARSON:  Objection.  What --

 3     it's not clear what time period we're talking about

 4     here.

 5                        MS. DeLAPPE:  Let's talk about the

 6     test year, Ms. LaRue.

 7                        JUDGE FUKANO:  Sustained.  And

 8     subject to clarification.

 9                        MS. DeLAPPE:  Thank you.

10                        THE WITNESS:  I'm sorry.  I don't

11     know where we're at.  Can you ask me what you want to

12     know again.

13  Q  (By Ms. DeLappe)  PSP recovered its operating expenses

14     by a wide margin -- correct? --

15                        MS. CARSON:  Objection.

16  Q  (Continuing by Ms. DeLappe)  -- during the test year?

17  A  The way that rates are set at the Commission, certain

18     revenues are -- certain expenses are authorized, and

19     pilot DNI -- TDNI is authorized.  For you to say that

20     they are covering their expenses by a wide margin, I

21     believe, would be inaccurate.

22          PSP has seen a very reasonable increase in

23     operating expenses over the years, and I think that

24     they're reasonably controlled.  They are paying the

25     necessary operating expenses in lieu of pilot
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 1     compensation.  That's what we're trying to remedy here.

 2          So when you say that they're providing a wide

 3     margin, millions of dollars more than the expenses,

 4     that means that pilot DNI is being reduced every time

 5     there is more expenses than are authorized in rates.

 6  Q  Ms. LaRue, let's root ourselves in the numbers here.

 7          If you could turn back to Exhibit MM-07.  And turn

 8     to Page 8.

 9          Yeah.  Are you there?

10  A  I'm looking.

11          Consolidated Statement of Revenues, Expenses and

12     Changes.

13          Is that what you want?

14  Q  Yes.

15  A  Okay.  I'm there.

16  Q  Thank you.

17          So for 2024, on Line 6, total operating expenses,

18     it says, were 17,985,325.

19          PSP brought in more revenue than its operating

20     expenses in 2024, correct?

21  A  Correct.

22  Q  Thank you.

23          Let's turn to Page 11 of the operating margin,

24     your document there about -- on Work Paper AML-2.

25          And so there you see --
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 1                      COMMISSIONER RENDAHL:  I'm sorry.

 2                      MS. DeLAPPE:  Yes.

 3                      COMMISSIONER RENDAHL:  Can you-all

 4   hear me?  This is Commissioner Rendahl.

 5                      MS. DeLAPPE:  Yes.

 6                      COMMISSIONER RENDAHL:  I don't have

 7   a copy of the work papers.  They're not admitted in

 8   evidence.  They're not offered as an exhibit.  So if

 9   you are trying to rely on this for the record, it is

10   not in evidence.  It's not an exhibit to witness

11   LaRue's testimony, and it was not a cross exhibit.

12                      JUDGE FUKANO:  Would there be any

13   objection from the parties to adding AML Work Paper 2

14   as a bench exhibit, Bench Exhibit 1?

15                      MS. DeLAPPE:  I think that would be

16   great.

17                      MS. CARSON:  No objection.

18                      JUDGE FUKANO:  Staff?

19                      MR. ROBERSON:  No objection.

20                      JUDGE FUKANO:  And PMSA?

21                      MS. DeLAPPE:  No objection.

22                      JUDGE FUKANO:  Then we will admit

23   the referred-to work paper containing the discussion of

24   the operating ratio methodology filed as AML Work

25   Paper 2 as Bench Exhibit 1, BE 1.
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 1                             (Bench Exhibit BE-1

 2                              admitted.)

 3

 4                      COMMISSIONER RENDAHL:  And it would

 5   be helpful for someone to send us a copy of that,

 6   please.

 7                      JUDGE FUKANO:  And just to confirm,

 8   Commissioner Rendahl, did you receive the copy that I

 9   sent to you recently?

10                      COMMISSIONER RENDAHL:  Yes.  Thank

11   you.

12                      JUDGE FUKANO:  Thank you.

13                      THE WITNESS:  Michelle, there's no

14   Page 11.  I mean, I went to the end, and it's 6.  So

15   can you -- is it PDF Page 11, or -- I'm not sure which

16   page --

17                      MS. DeLAPPE:  Yes.

18                      THE WITNESS:  -- you want me to look

19   at.  Okay.

20                      MS. DeLAPPE:  It's -- also states

21   it's Attachment 1, and the heading at the top --

22                      THE WITNESS:  Okay.  Yeah.

23                      MS. DeLAPPE:  -- is Lurito- --

24                      THE WITNESS:  I got it.

25                      MS. DeLAPPE:  -- Gallagher curve.
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 1                        THE WITNESS:  Okay.  Thank you.

 2                        JUDGE FUKANO:  And apologies.  Which

 3     exhibit were you just referring to?

 4                        MS. DeLAPPE:  Bench Exhibit 1.

 5                        JUDGE FUKANO:  Thank you.

 6                        MS. DeLAPPE:  Ready to go?

 7                        JUDGE FUKANO:  Yes.  Please proceed.

 8                        MS. DeLAPPE:  Okay.

 9  Q  (By Ms. DeLappe)  So this page shows, with the

10     Lurito-Gallagher curve, the relationship between a

11     company's average net investment intensity and the

12     appropriate operating margin, right?

13  A  Mm-hmm.  Operating ratio.  Mm-hmm.

14  Q  So the companies with a high debt, high equity, and

15     significant tax burdens fall at the high end of the

16     curve, supporting higher margins, right?

17          Isn't that how this curve works, Ms. LaRue?

18  A  I didn't create this, but I guess that's what it's

19     saying.  Again, though, this is a Lurito-Gallagher

20     curve.

21  Q  And you do discuss the Lurito-Gallagher curve --

22  A  I do.

23  Q  -- in your testimony.

24  A  It's used by solid waste companies, but it's not being

25     proposed in this case.

0238

 1  Q  And you do understand how it works, don't you?

 2  A  The Lurito-Gallagher?  Yes.  It's a very complicated

 3     model, though.

 4  Q  But in the big picture, high debt, high equity, and

 5     significant tax burdens means that you fall at the high

 6     end of the curve, with higher margins, right?

 7  A  Okay.

 8  Q  I'll take that as indicating agreement.

 9          So you see here that the illustrative example

10     here, the hypothetical company statistics, you have 12

11     percent.

12          So it's -- has a business here with 40 percent

13     debt, 60 percent equity, and 34 percent federal tax

14     rate, right?

15  A  Correct.  In this example, yes.

16  Q  Mm-hmm.

17          And do you agree that if we apply this curve to

18     PSP, so you have PSP has approximately zero percent

19     debt, right?  Approximately?  Since the interest

20     expense is de minimis?

21  A  It is, but they still have some debt, yes.

22  Q  But according to your prior testimony --

23  A  Mm-hmm.

24  Q  -- it is de minimis, no?

25  A  Mm-hmm.
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 1  Q  And there are no outside equity investors, right?

 2  A  Correct.

 3  Q  And PSP has zero percent -- pays zero percent federal

 4     income tax, right?

 5  A  I don't know that for a fact, but I'm going to -- I

 6     know that's how they plan it, but that is sometimes not

 7     always the case.  I believe with the required accrual

 8     of comp day expenses, that may be an issue nowadays, so

 9     I would want to confirm that.

10  Q  Okay.  And so earlier, you said PSP generally pays no

11     federal income taxes --

12  A  Correct.

13  Q  -- because it files as a pass-through partnership?

14  A  Mm-hmm.

15  Q  So generally it pays no federal income tax, right?

16          And so doesn't that place PSP at the opposite end

17     of this curve from the 12 percent margin?

18  A  I guess if that's how you want to view it.  But I don't

19     like this chart.  I don't understand it.  I didn't

20     review it.  I don't -- I mean, I didn't build it.  And

21     it seems very simplistic to try and take PSP and stick

22     it into this one model.  So...

23  Q  But your earlier testimony was that you relied on this

24     document for your operating margin --

25  A  To provide some context around operating ratio and
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 1     operating margin.  There just isn't a lot of

 2     documentation at the Commission that's available.  And

 3     I stated that in my testimony as well.

 4  Q  So --

 5  A  I used some parts of this, but not all of it was

 6     applicable to PSP.

 7  Q  So you have not identified any factor specific to PSP

 8     and its capital structure or investment intensity that

 9     would place PSP at or near the 12 percent end of that

10     curve, much less the 15 percent that you testify about

11     today, right?

12  A  Can you repeat what you said.

13  Q  You have not identified any factor specific to PSP's

14     capital structure or investment intensity that would

15     place PSP at or near the 12 percent end of that curve?

16  A  Yes.  But like I said, this is a -- this is a

17     Lurito-Gallagher curve.  So when we use the operating

18     margin, it's on companies that often don't have a

19     stable capital structure or no assets or very few

20     assets to speak of or investments.  So that is why we

21     feel that when you bifurcate the TDNI, what remains are

22     PSP's operating expenses for which the Commission can

23     base an operating margin.

24          We're not asking for return on investment.  We're

25     not asking for a return on equity.  We're asking for a
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 1     return -- an operating margin on the authorized

 2     expenses as is provided for every other transportation

 3     industry here.

 4  Q  So earlier you testified regarding Exhibit -- let's

 5     see.

 6          We talked about Exhibit 25X, which were the

 7     long-form financials?

 8  A  Mm-hmm.

 9  Q  And in Note 12 -- so earlier we looked at Note 1.

10          Note 12 is on Page 18 of that same document.  And

11     I'm not asking you to testify regarding the contents

12     but just based on your ability to read these based on

13     your other experience with PSP's financial statements.

14          So have you reviewed this Note 12 before?

15  A  This is from 2020 and 2021.  So I'm sure I've looked at

16     it, but it was a while ago.

17  Q  Let me turn, then, to Exhibit 27X.

18          And so you testified earlier that you are familiar

19     with Ms. Norris's work in preparing the financial

20     statements for PSP, correct?

21  A  Yes, Ms. Norris prepares financial statements for PSP.

22  Q  And you reviewed those financial statements, the more

23     recent ones, in preparation for --

24  A  Correct.

25  Q  -- the case?
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 1          So if you can -- on -- in Exhibit AML-27X, if you

 2     could turn, please, to Page 8.

 3  A  Is that the presentation to the --

 4  Q  Yes.

 5  A  I don't have the new numbers.  I have the original

 6     numbers.

 7  Q  So that was Exhibit JJN-03 in the last rate case.

 8  A  I'm there.

 9  Q  Okay.  And so there you see that she said that,

10     unrecorded liabilities, that Note 12 that we were

11     looking at just a moment ago, creates a negative equity

12     balance.  And if PSP were to cease operations, each

13     pilot would be responsible for a portion of the

14     negative equity to satisfy liabilities in excess of

15     assets.

16          Is that your understanding as well, as a CPA?

17  A  Yes.

18  Q  In that case, that situation continues today?

19  A  What's that?

20  Q  That situation of unrecorded liabilities and negative

21     equity continues for PSP today, doesn't it?

22  A  Yes.

23  Q  And you testified earlier in response to questions from

24     staff's counsel that you served on the first PSP rate

25     case team on behalf of staff?
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 1  A  I did.

 2  Q  And you included in your own testimony for this rate

 3     case some information about equity, including the work

 4     paper that we just discussed, correct?

 5  A  You want to point me to where?

 6  Q  Sure.

 7          If you can look at Bench Exhibit 1, Page 2, at the

 8     bottom of the page.

 9          It's now called Bench Exhibit 1.  It's a work

10     paper that you filed.  Work Paper AML-2.

11  A  Okay.  What page?

12  Q  Page 2.  It's right after the title page.  At the

13     bottom of the page.  The paragraph that starts,

14     "First."  It's the language we were just reviewing

15     together.

16          Do you see that it says, "First, the purpose of

17     the operating ratio is to allow you to recover your

18     allowed operating expenses, to recover your federal

19     income taxes, interest expense and still give you a

20     return on your equity investment"?

21  A  Yes.

22  Q  Okay.

23  A  But that's not how the operating margin is working.

24     We're not providing a return on equity.  We are

25     providing a return on operating expenses.
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 1  Q  So I just wanted you to turn to AML- -- Exhibit AML-23.

 2     That's a cross exhibit.  And I am asking you to look at

 3     this exhibit not to discuss the content of what Danny

 4     Kermode, your colleague on the staff team in the first

 5     PSP rate case, testified to as your own testimony, but

 6     rather -- because I believe it is in agreement with

 7     what you just testified about with respect to

 8     Ms. Norris's presentation.

 9          So if you can turn to Page 11.

10                        JUDGE FUKANO:  And is that 11 in the

11     testimony page or the exhibit page?

12                        MS. DeLAPPE:  Exhibit page.  In the

13     testimony page, it's Page 8.

14                        JUDGE FUKANO:  Thank you.

15                        MS. DeLAPPE:  Thank you for the

16     clarification.

17  Q  (By Ms. DeLappe)  And so on Lines 14 to 18 there -- are

18     you with me? -- where it says the current balance of

19     PSP's equity account, when adjusted for PSP's

20     unrecorded liabilities, is negative?

21  A  Correct.

22  Q  And that is the same as you just testified to with

23     respect to Jessica Norris's presentation, correct?

24  A  Correct.  But I believe if we can get these rates set

25     at a more appropriate level, we can start turning this
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 1     around.

 2  Q  And --

 3  A  And we are not asking for return on equity.

 4  Q  All right.  And so that, I think, is tied to the last

 5     sentence in that paragraph.  At Line 16, it says the

 6     absence of a positive equity balance equates to the

 7     absence of any recognition of a cost of equity since a

 8     negative equity balance cannot result in any

 9     recovery -- recoverable cost of capital.

10          Do you agree with that?

11  A  Yes.

12  Q  And that also do you recall that in Final Order 09, the

13     Commission, itself, had something to say about that

14     same topic?  If you like, I can point you to the

15     paragraph number.

16  A  Yes, please.

17  Q  It's Paragraph 67.

18  A  Where it says that PMSA also argues that the revenue

19     requirement formula should include a rate of return?

20  Q  Yes.  If you look halfway down that paragraph, after

21     Footnote 104, it says, Once these unrecorded

22     liabilities are appropriately accounted for, PSP has a

23     negative equity balance.

24          And then it later says, And this renders an ROR

25     variable in the formula irrelevant.
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 1          Do you agree with that?

 2  A  I do.  And in the same order, though, the UTC ordered

 3     the rate-of-return workshops to happen, though.  So

 4     while they may have said that, they also ordered the

 5     parties to look into rate-of-return methodologies for

 6     the pilots.

 7  Q  Let's look at your Exhibit AML-03.  And specifically

 8     like to look at Schedule 1.0.  Line --

 9  A  I'm there.

10  Q  Okay.  Great.  Line 25.

11  A  Pilot equity.

12  Q  Yeah.  So this shows the same issue identified by CPA

13     Norris, that there's a reported positive pilot equity

14     of 4.398 million here, but that figure does not include

15     the significant obligation for PSP's unfunded

16     retirement plan, correct?

17  A  Yes, I believe that's a component.

18  Q  So PSP is requesting $2,746,285 annually as a return

19     through an operating margin to an entity that has

20     carried negative true equity return in both prior rate

21     cases, that earns a zero-dollar return on equity shown

22     on its own balance sheet, and that has no outside

23     investors requiring any return, correct?

24  A  Yes.

25  Q  In your direct testimony, you describe the operating
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 1     margin as a return, correct?

 2  A  Correct.

 3  Q  And that it addresses PSP's capital needs, right?

 4                        MS. CARSON:  Is there a place in her

 5     testimony that you're referring to?

 6                        MS. DeLAPPE:  Certainly.

 7  Q  (By Ms. DeLappe)  If you turn to Exhibit AML-01T,

 8     Page 20 and 21.  I think the second part about the

 9     capital needs is on Page 21.

10  A  What lines?

11  Q  So for Page 20, look at Lines 13 through 15.  And

12     Page 21, 7 through 11, please.

13          Sorry.  On Page 21, that is on Line 11, capital

14     needs.

15  A  Yep.

16          I agree --

17  Q  Okay.

18  A  -- with your statement now.

19  Q  Okay.  Let's turn to Exhibit AML-20X, your cross

20     exhibit, please.

21          And specifically, if you could turn to Page 4 of

22     that exhibit, where you respond to PMSA's Data

23     Request 39.

24  A  Okay.

25  Q  And so you see there that PMSA asked for a clear
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 1     accounting of the individual equity position of each

 2     PSP member.  Yes?

 3  A  Yes.

 4  Q  And your response was that individual member equity

 5     positions in PSP were beyond the scope of this rate

 6     case, correct?

 7  A  Correct.  I believe Mr. Kermode stated that in his

 8     initial testimony in the first case.

 9  Q  Okay.  So you are familiar with Mr. Kermode's testimony

10     too?

11  A  He provided as a cross exhibit, so...

12  Q  Okay.  As a matter of ratemaking principles, is it

13     possible to include a return on equity without knowing

14     the equity amount on which the return is being based?

15  A  I would doubt that, but we are not requesting a return

16     on equity.

17  Q  You are aware that Mr. Sisung views DNI as not a return

18     on invested capital and not an operating margin; is

19     that right?

20  A  You would have to ask Mr. Sisung.

21  Q  You're not aware of his views on that subject?

22  A  I would -- I didn't -- no, I did not testify from --

23     with Mr. Sisung, and I would prefer his questions go to

24     him.

25  Q  So let me return to something you stated in response to
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 1     PMSA's Data Request 37.

 2          So, again, back to AML-20, but now Page 1.

 3  A  Page 1?

 4  Q  So on that data request, you were asked how pilotage

 5     revenues are allocated to individual pilots.  And at

 6     the bottom of the page, the last paragraph there, you

 7     responded, Pilotage revenues are allocated based on the

 8     number of days of service with a ratable charge for

 9     operating -- operating and other expenses which

10     determines annual earnings per pilot, correct?

11  A  Correct.

12  Q  So the formula by which individual pilots actually

13     receive their income is tied to the number of days they

14     work.  Their labor output.  Correct?

15  A  I believe so, yes.

16  Q  And it's not tied, then, to any equity stake or capital

17     contribution that they've made to the association?

18  A  Correct.

19  Q  So the only way a pilot gets paid is as a pilot, not as

20     an owner, right?

21  A  I believe so, yes.

22  Q  So that $2.7 million in additional revenue that you're

23     requesting based on the operating margin effectively

24     would increase what the pilots take home above the

25     Commission's approved formula what it would generate,
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 1     correct?

 2  A  I disagree.  We -- operating margin -- my analysis

 3     shows that a 12 percent operating margin would only

 4     help reduce regulatory lag, and none of it would have

 5     been distributed to DNI over the last four years.  So I

 6     believe that a 12 percent margin would provide PSP an

 7     opportunity to cover all expenses, regulatory lag, and

 8     things that aren't known, that every industry runs into

 9     between rate cases, and allow the pilots to earn a fair

10     and -- compensation.  That's what we're requesting.

11          We're not saying that -- we never anywhere said in

12     here we needed a return on equity or we want a return

13     on investment or that we were distributing it as DNI.

14  Q  And so that additional amount, if it did exceed

15     operating expenses, it would be an additional amount

16     that pilots get to take home in their pay, no?

17  A  I think that is yet to be seen.  Because currently we

18     operate in an environment that there is no return.

19     There is no operating margin.  So like I said earlier,

20     if the Commission were to grant an operating margin,

21     PSP is committing to having those conversations to

22     determine the best way to go forward with it.  Just

23     like they've done with every other directive from the

24     Commission.  They shift.  They pivot.  They change.

25     And they accommodate.

0251

 1  Q  Yes, you have testified to that.  Thank you --

 2  A  Yes.

 3  Q  -- Ms. LaRue.

 4  A  And they'll continue to do as much.

 5  Q  So when revenues exceed expenses, just generally at

 6     year end, the surplus flows to the pilots as net

 7     income, right?

 8  A  Currently, yes.  That is how it works.

 9  Q  And that is done under a formula determined by the days

10     of service by the -- each pilot, correct?

11  A  Correct.

12  Q  Okay.  So the operating margin as a practical matter

13     would increase potentially the amount that the pilots

14     take home, no?

15  A  Yes.  And I state in my direct testimony there is no

16     guarantee that it wouldn't go to pilot income, but that

17     is not our goal here.

18  Q  Let's turn to that, then.

19          So in your direct testimony, you justify the

20     operating margin in part by reference to, quote, the

21     risks associated with operating this compulsory

22     pilotage service, end quote.

23          Do you agree that you set the 12 percent margin to

24     quantify that risk premium?

25  A  Can you point me to where you're quoting?
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 1  Q  Certainly.  It's again at Exhibit AML-01T.  And this is

 2     at Page 20.

 3  A  Yes, for risks associated with operating a pilotage

 4     service and to lessen regulatory lag.

 5  Q  Right.

 6          So one of the reasons you stated was, as I said,

 7     for -- to justify it based on the risks, right?

 8  A  Correct.

 9  Q  And so you're quantifying the risk premium with that 12

10     percent margin, no?

11  A  I don't agree with how you're summarizing my statement.

12     Overall, I'm saying that a 12 percent operating margin

13     is reasonable given the risks.  But not all risk is

14     quantifiable.  So, I mean, there's a lot of unknowns

15     out there, and there's -- regulatory lag is real.  So I

16     just -- I did not quantify the risk and no, but I

17     quantify the operating margin, so...

18  Q  Right.

19          So you assigned a number to a theory that was

20     underpinning your operating margin, no?

21  A  Yes.  But risk was only one part of it.

22  Q  It's not a subjective feeling, is it, that led to your

23     12 percent?  It's quantified?

24  A  Like I -- like I said, I evaluated the expenses overrun

25     over the last several years to determine what was what
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 1     I believe to be fair.

 2  Q  So --

 3  A  As an operating margin return.

 4  Q  Please turn to Exhibit AML-20, your cross exhibit.  And

 5     this time, go to Page 14.

 6          And there, you were asked to identify which

 7     financial risks are expressed or captured in PSP's

 8     balance sheet, financial statements, or insurance

 9     policies, right?

10  A  Correct.

11  Q  And your response stated, much as you have today,

12     quote, Risks, financial or otherwise, are not always

13     quantifiable in a way that can be insured or captured

14     in the manner requested, right?

15  A  Correct.

16  Q  So your view is that the operating margin, quote,

17     should not be an arbitrary percentage but one that

18     reflects the individual company?

19  A  Correct.

20  Q  But the only document you've cited in your testimony as

21     authority for the operating margin, what's now Bench

22     Exhibit 1, states that when the Commission set an

23     operating ratio for a non-rate-based company, it

24     developed a formula based on a return of equity and a

25     cost of debt to avoid an arbitrary percentage, no?
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 1  A  That wasn't the only document I provided as support.  I

 2     also cited orders from the Commission from the

 3     operating margin, hearings, the Lurito-Gallagher.  So

 4     this was not the only document that I provided to

 5     support our operating margin proposal.

 6  Q  State for me which of those authorities develops a

 7     percentage operating margin that is not based on a

 8     return on equity and a cost of debt.

 9  A  Not on equity, but cost of debt?

10  Q  Neither.

11  A  Oh.

12  Q  The rate of return on equity or the cost of debt.

13     Neither of those as the basis for the operating margin

14     percentage.

15  A  Cause No. TG-2013.  Footnote 39, Page 34 of 84 of my

16     testimony.  That was the order for the operating

17     margin.  I cited that test- -- or I cited that order.

18  Q  And --

19  A  I can look for others.

20  Q  Do you know what the -- that order that you're citing

21     based its operating margin percentage on?

22  A  The percentage?

23  Q  Right.

24  A  No.  It was calculated on operating expenses, and it

25     was a 7 percent return.
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 1  Q  So like the document that you provided that is now

 2     Bench Exhibit 1, you do recognize that the analysis

 3     that led to the percentages had to do with a formula

 4     based on a return on equity and the cost of debt,

 5     right?

 6  A  Correct.

 7  Q  As a CPA, you're familiar with the Commission's

 8     directives and Final Order 09 and Final Order 08,

 9     including those related to PSP's accounting methods,

10     no?

11  A  Correct.

12  Q  Final Order 09 required PSP to use full accrual method

13     accounting for callback liability, correct?

14  A  Correct.

15  Q  And Final Order 09 also require PSP to initiate

16     workshops to develop a plan to transition to full

17     accrual accounting for its retirement program, no?

18  A  Yes.

19  Q  And in Final Order 08, the Commission found that PSP

20     had failed to conduct workshops on its retirement plan

21     as ordered in Final Order 09, right?

22  A  Correct.

23  Q  And Order 08 also warned, quote, the Commission may

24     choose to issue penalties or reject a rate case filings

25     for any further PSP noncompliance, right?
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 1  A  Correct.

 2  Q  How long have you now been providing regulatory CPA

 3     services to PSP?

 4  A  To a lesser degree for '22 and '23, and '24 I started

 5     working more for them.

 6  Q  So it's been over four years now?

 7  A  About.

 8  Q  And in all that time, or to your knowledge, in the five

 9     years since the issuance of Final Order 09, has PSP

10     proposed a plan to transition to full accrual

11     accounting for its retirement program?

12                        MS. CARSON:  Objection.  The

13     Commission in Order 08 authorized PSP to move forward

14     with its multiple employer-defined benefit plan.  I

15     think that's the relevant issue here.

16                        JUDGE FUKANO:  Response.

17                        MS. DeLAPPE:  Your Honor, whether --

18     if PSP would like to bring a legal argument that the

19     Commission has excused them from the requirement to

20     transition to full accrual accounting method, then I

21     believe that would be fine for them to bring in their

22     brief.  But I'm just asking Ms. LaRue to affirm what

23     has happened on that front.  That's where this last

24     line of questioning is.

25                        MS. CARSON:  And I'd like just to
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 1     further object:  This is not at all in Ms. LaRue's

 2     testimony.  This is outside the scope of her testimony.

 3     It's outside the scope of cross-examination for

 4     Ms. LaRue.

 5                        MS. DeLAPPE:  And I must state that

 6     she has testified that she reviewed the financial

 7     statements, and she has financial testimony in the

 8     record.

 9                        JUDGE FUKANO:  I will sustain the

10     objection as to outside the scope of testimony.  I

11     don't believe that this witness has testified to

12     compliance matters regarding the Commission's prior

13     orders in that respect.

14                        MS. DeLAPPE:  And just to clarify:

15     In that respect, is that with respect to the retirement

16     program only?  As I believe that was the context of the

17     objection.

18                        JUDGE FUKANO:  I understood the

19     objection to go to your question as far as the

20     transition to a different accounting method.

21  Q  (By Ms. DeLappe)  So, Ms. LaRue, you testified earlier

22     that the financial statements in this case for the test

23     year are being filed on the modified accrual basis,

24     correct?  That was your earlier testimony today?

25  A  The financials -- the ones in exhibits are filed,
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 1     the -- the model is put together as regulatory

 2     accounting standards.

 3  Q  Right.

 4          But PSP's financial statements that we reviewed?

 5  A  The audited financial statements, those are modified

 6     GAAP, yeah, modified accrual.

 7  Q  Modified accrual.  So not full GAAP accrual?

 8  A  Correct.

 9  Q  As a CPA, are you familiar with GAAP requirements?

10  A  Yes.  Anything specific?

11  Q  Specifically ASC 715?

12  A  I'd have to look it up.

13  Q  Do you believe that you might -- under ASC 715, a

14     sponsor of a defined benefit plan is required to

15     recognize the funded status of that plan on its balance

16     sheet.  Is that within your expertise at all?

17  A  No, I would prefer you question our witnesses, our

18     pension witnesses on that.

19  Q  You testified earlier that you reviewed PSP's financial

20     statements in preparation for this case, correct?

21  A  Correct.

22  Q  And are you familiar -- you also testified about Danny

23     Kermode's testimony in the first rate case?

24  A  Provided as a cross exhibit.

25  Q  And so in the Exhibit AML-23, the cross exhibit, which
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 1     is Mr. Kermode's Exhibit DPK-1T, if you turn to our

 2     Exhibit No. 26.  Page 26.

 3          Do you see there, around the middle of the page,

 4     that Mr. Kermode quantified the projected benefit

 5     obligation as of December 31st, 2019, as 124.4 million?

 6  A  I see that that's what he testified to, yes.

 7                        MS. CARSON:  Objection to this line

 8     of questioning.  While Ms. LaRue said that she's

 9     vaguely aware of this testimony, she should not be

10     asked specific questions about another witness's

11     testimony in a case five years ago.

12                        MS. DeLAPPE:  I actually have no

13     further questions about that exhibit.

14                        JUDGE FUKANO:  And so to clarify for

15     the record, are you objecting to further questioning,

16     then, or to...?

17                        MS. CARSON:  Yes.  Further

18     questioning.

19                        JUDGE FUKANO:  And since there is no

20     further questioning, objection will be sustained.

21                        MS. DeLAPPE:  Thank you.

22  Q  (By Ms. DeLappe)   If you could please turn to

23     Exhibit AML-26, the cross exhibit.

24  A  What is that?

25  Q  AML-26.
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 1  A  I know.  What is it?

 2  Q  That is an exhibit submitted by Christopher Wood.

 3          And I am not going to ask you any questions about

 4     or to subscribe to what Mr. Wood testified there.  But

 5     it is his Exhibit 6T in the last rate case.  And going

 6     to Page 6, please.  Starting at Line 20.

 7                        MS. CARSON:  Objection.  This is a

 8     witness from another rate case.  If counsel isn't going

 9     to ask her any questions about his testimony, it's not

10     clear why we're looking at his testimony or why it's an

11     exhibit.

12                        MS. DeLAPPE:  I misspoke.  I meant

13     to say I'm not going to dig into it.  It's just to

14     speak to one aspect of it, but not to subscribe to it

15     as her own testimony.

16                        JUDGE FUKANO:  And anything further

17     from the company?

18                        MS. CARSON:  Yeah.  Your Honor, this

19     is an actuary, I believe, from PSP's last rate case.

20     It's far afield from Ms. LaRue's area of expertise.

21                        JUDGE FUKANO:  And from PMSA, what

22     is the nature of your question?

23                        MS. DeLAPPE:  It is the same type of

24     question as with the exhibit that we just discussed,

25     Exhibit 23X.  That's all.  It's very quick.
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 1                        MS. CARSON:  Your Honor, quick or

 2     not, it's outside the scope of her knowledge.  It's

 3     outside the scope of her testimony.  It's an actuary.

 4                        MS. DeLAPPE:  And I would say she

 5     actually has already testified today regarding the

 6     unfunded retirement obligation in Note 12 of the PSP

 7     financials.

 8                        JUDGE FUKANO:  I will sustain the

 9     objection, 'cause I believe that those statements were

10     simply referring to the representations made by prior

11     actuaries.  The witness has not opined on the

12     unrecorded balance or the value of that account.  So I

13     will sustain the objection.

14                        MS. DeLAPPE:  Thank you.

15  Q  (By Ms. DeLappe)  Ms. LaRue, are you aware that there

16     was a projected benefit obligation updating that number

17     that you testified about just a moment ago from

18     Mr. Kermode to over half a billion dollars?

19          You're not aware of that?

20  A  No.  Sorry.

21  Q  But you did testify that there's a negative equity at

22     PSP; you're just not aware of the magnitude of it?

23  A  If the unrecorded liabilities are included in their

24     financials, yes.

25  Q  And we just discussed that they are not.
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 1          And you're not aware of the magnitude of that

 2     unrecorded liability?

 3  A  Not beyond what we've seen, no.

 4                        MS. DeLAPPE:  I have no further

 5     questions.  Thank you.

 6                        THE WITNESS:  You're welcome.

 7                        JUDGE FUKANO:  Thank you.

 8                        THE WITNESS:  Thank you.

 9                        JUDGE FUKANO:  Any redirect from the

10     company?

11                        MS. CARSON:  Yeah, just a few

12     questions.

13

14                       REDIRECT EXAMINATION

15     BY MS. CARSON:

16  Q  Ms. LaRue, I just wanted to confirm.  In your

17     testimony, are you proposing a return-on-equity

18     mechanism for the Puget Sound Pilots?

19  A  No.  We're proposing -- I'm proposing a operating

20     margin methodology consistent with other transportation

21     companies here, the Commission.

22  Q  And Ms. DeLappe showed you the Bench Exhibit 1, which

23     is a Lurito-Gallagher or the operating margin paper.

24     But it talks about the Lurito-Gallagher methodology.

25          Are you asking -- are we asking for a
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 1     Lurito-Gallagher methodology operating expense here?

 2  A  No.  The Lurito-Gallagher is mostly for asset-intensive

 3     companies.  These -- this is not that.  We are asking

 4     for an operating margin.

 5                        MS. CARSON:  Thank you.  No further

 6     questions.

 7                        JUDGE FUKANO:  Any questions from

 8     the bench for this witness?

 9                        COMMISSIONER RENDAHL:  Yes, Your

10     Honor.  I have a question or two.

11          Ms. LaRue, good afternoon.

12                        THE WITNESS:  Good afternoon,

13     Commissioner Rendahl.

14                        COMMISSIONER RENDAHL:  So this

15     question goes to the issue of the transportation

16     charge.  I'm just trying to clarify some information

17     about that.

18          And this is your Exhibit AML-03 at Schedule 2.02,

19     the price-out.  And let me know when you are there.

20                        THE WITNESS:  I'm in AML-10.  Will

21     that work?

22          Did you say AML-03?

23                        COMMISSIONER RENDAHL:  I did.

24                        THE WITNESS:  Okay.  Let me get

25     there.
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 1                      COMMISSIONER RENDAHL:  Should be

 2   Schedule 2.02, but 10 will also work.

 3                      THE WITNESS:  Yeah, I think 10 will

 4   work.

 5                      COMMISSIONER RENDAHL:  I think

 6   that's --

 7                      THE WITNESS:  I don't think I

 8   changed it.

 9                      COMMISSIONER RENDAHL:  -- more

10   up-to-date.  Okay.

11                      THE WITNESS:  Yes.

12                      COMMISSIONER RENDAHL:  I'm hoping

13   that the references to the cells are going to be

14   helpful here.

15        So for the Schedule 2.02.  2.02.

16                      THE WITNESS:  I'm there.

17                      COMMISSIONER RENDAHL:  Okay.  And

18   the cells I had for Schedule 2.02 were Cell 135 --

19   I35 -- excuse me -- I35 and Q35.

20                      THE WITNESS:  I35.  Okay.

21                      COMMISSIONER RENDAHL:  Okay.  And

22   they used -- they used 7,490 is the test year

23   occurrences.

24                      THE WITNESS:  Correct.

25                      COMMISSIONER RENDAHL:  And so --
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 1   okay.  Now, also looking at Schedule 2.1 -- 2.11.  The

 2   test year traffic.

 3                      THE WITNESS:  Okay.

 4                      COMMISSIONER RENDAHL:  That same

 5   exhibit, it shows 7,588 occurrences.  So the number

 6   from --

 7                      JUDGE FUKANO:  Pardon me,

 8   Commissioner Rendahl.  The court reporter is having

 9   trouble hearing your questioning.

10                      COMMISSIONER RENDAHL:  Okay.  Is

11   this any better?

12                      JUDGE FUKANO:  Substantially.

13                      COMMISSIONER RENDAHL:  All right.

14   It helps to speak into the mike.

15        So Schedule 2.11, the test year traffic of the

16   same exhibit shows 7,588 occurrences.

17        The number 7,490 doesn't appear anywhere else in

18   the testimony or the exhibit.

19        What is the correct number here that we should be

20   looking at?

21                      THE WITNESS:  I'm not sure that the

22   7,490 isn't correct if there was assignments that

23   didn't have a separate transportation charge, but I'm

24   happy to look into that difference and provide the

25   information to you-all.
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 1                      COMMISSIONER RENDAHL:  Okay.  So

 2   that should be probably Bench Request 2.  For that we

 3   will send out a question and get the clarification for

 4   that.  So thank you.

 5        I have other questions, but I'll defer to my

 6   colleagues.  They may have some other questions.

 7                      COMMISSIONER DOUMIT:  Thank you.  I

 8   have a question.

 9        Did you hear Captain Carlson's testimony responses

10   to some of the questions I had for him?

11                      THE WITNESS:  Yes, sir, I did.

12                      COMMISSIONER DOUMIT:  He was sort of

13   running out of steam, I think, and referred to you.

14        So looking at your rebuttal testimony, AML --

15   actually, he said his nerves were going, I think, to be

16   more accurate -- AML-09T.  And that's at Page 19,

17   Lines 4 through 20.  I'm trying to get this

18   distinction, comp day expense and callback days.

19                      THE WITNESS:  Mm-hmm.

20                      COMMISSIONER DOUMIT:  So can you

21   please clarify.  Is there a distinction between the

22   terms "callback days" and "comp day expense"?

23                      THE WITNESS:  Yes.

24                      COMMISSIONER DOUMIT:  Okay.  Can you

25   explain that to us, please.
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 1                      THE WITNESS:  Yes.  I -- I hate to

 2   speak for the pilots, but comp day expense -- so in the

 3   order, in the first order, the Commission required that

 4   the -- that PSP adopt full accrual accounting for their

 5   comp day expenses.  So when they -- a comp day is when

 6   a pilot is off watch, goes and works while they're off

 7   watch, for whatever reason.  And the comp day expense

 8   is the monetary value that they've placed on that.

 9        In the original case, if I remember, there was

10   some discussion around this.  So this is how it's been

11   resolved to the Commission's satisfaction, is to record

12   the callback is when an off watch pilot goes to work,

13   and then the comp day expense is the related expense

14   related to that and then is released back into the

15   general pool once it's satisfied.

16                      COMMISSIONER DOUMIT:  Okay.  So are

17   there any other expenses, other than that callback, any

18   other expenses in that category of comp day expense

19   aside from --

20                      THE WITNESS:  No.

21                      COMMISSIONER DOUMIT:  That's it.

22   Okay.

23                      THE WITNESS:  That is the only

24   thing, yes.

25                      COMMISSIONER DOUMIT:  That's what I
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 1   needed to know.  Thank you very much.  Thanks.

 2                      THE WITNESS:  You're very welcome.

 3                      CHAIR RYBARIK:  Just hoping you can

 4   clarify something for me.

 5                      THE WITNESS:  Sure.

 6                      CHAIR RYBARIK:  You had a fairly

 7   extensive discussion with counsel for PMSA regarding

 8   the operating margin today.

 9        Just to give an opportunity for clarification

10   here.  If the Commission were to adopt the operating

11   margin approach that you propose and the additional

12   revenue did exceed operating expenses for any year,

13   what would happen to that additional revenue?

14                      THE WITNESS:  As everything is set

15   up at PSP at this time, that money would be distributed

16   as DNI.  But as I mentioned, if the Commission is to

17   authorize an operating margin, PSP is willing to make

18   adjustments to accommodate how the Commission would

19   like to see those monies managed.

20                      CHAIR RYBARIK:  But under the

21   proposal as it stands in your testimony, that would be

22   distributed as DNI to the pilots?

23                      THE WITNESS:  Correct.  Even though

24   a 12 percent operating margin would have only gone to

25   expenses over the last four years, if they'd had one.
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 1                      CHAIR RYBARIK:  Very good.  Thank

 2   you.

 3                      JUDGE FUKANO:  Anything further

 4   from --

 5                      COMMISSIONER RENDAHL:  Yes.  I have

 6   an additional question.

 7        So do you have staff witness Van Meter's response

 8   testimony?

 9                      THE WITNESS:  I can get it.

10                      COMMISSIONER RENDAHL:  Okay.  And I

11   believe that is -- let me look at my exhibit list.

12                      THE WITNESS:  In your cross

13   answering.  7T?

14                      COMMISSIONER RENDAHL:  That would be

15   it.  I believe it's 7T.  The response testimony.  I

16   believe it's at Page 18, starting at Line 16.  And this

17   has to do with the dispute about -- between your

18   testimony and witness Van Meter's testimony about

19   tariff language that might result in overcharging of

20   customers the pilot boat costs when customers are

21   charged directly for third-party launch service in

22   addition to the Port Angeles expense charge.

23                      THE WITNESS:  Mm-hmm.

24                      MS. CARSON:  Excuse me.

25                      COMMISSIONER RENDAHL:  Do you recall
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 1   that?

 2                      MS. CARSON:  Excuse me.  Could we

 3   just verify whether it's response testimony or a cross

 4   answering?

 5                      COMMISSIONER RENDAHL:  It might be

 6   initial -- it might be --

 7                      MS. CARSON:  Response testimony

 8   would be her initial 1T.

 9                      COMMISSIONER RENDAHL:  Yes.  So that

10   would be 01T.

11                      MS. CARSON:  Okay.

12                      COMMISSIONER RENDAHL:  My apologies.

13                      THE WITNESS:  That's okay.

14                      COMMISSIONER RENDAHL:  At Page 18.

15                      THE WITNESS:  I should have it,

16   then, guys.  I found it, I think.

17                      COMMISSIONER RENDAHL:  TVM-01T, at

18   18.

19                      THE WITNESS:  Mm-hmm.

20                      COMMISSIONER RENDAHL:  Starting at

21   Line 16.  And this is about the difference of opinion

22   about whether the charge for the third-party launch

23   service in addition to the Port Angeles expense charge

24   would result in double charging essentially.

25                      THE WITNESS:  Yes.  Yes.
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 1                      COMMISSIONER RENDAHL:  So can you

 2   explain how there would be no duplication of charges to

 3   customers when charged both for the Port Angeles

 4   expense charge and for the third-party launch service.

 5                      THE WITNESS:  Both would be charged

 6   to the ratepayer.  But the reason is, the way that --

 7   there's no way to anticipate when a pilot boat will go

 8   down or when a third-party launch may be needed in Port

 9   Angeles.  So we can't very well make an adjustment for

10   that.

11        So what we've done is take all of the embarkations

12   and disembarkations in Port Angeles and determined the

13   total expenses for Port Angeles, and this -- so we've

14   divided the total Port Angeles expenses by total

15   embarkations and disembarkations for the test year to

16   determine our rate.

17        Those expenses need to be recovered every time an

18   embarkation or disembarkation is done, is -- is --

19   occurs because that is how this rate is calculated to

20   recover those costs.

21        This is how the rate was originally created back

22   in the day, as I understand it.  We're just updating it

23   because it's currently underrecovering those costs.

24        The third-party launch issue.  Every port in

25   Washington that PSP serves, the third-party launch is
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 1   invoiced directly to the ratepayer.  We -- and that is

 2   how it was -- it was done in Port Angeles prior to UTC

 3   regulation.  Third-party launch gets billed directly to

 4   the ratepayer.  PSP does not get bills for third-party

 5   launch.

 6        In Port Angeles, they don't -- ratepayers don't

 7   normally get third-party launch invoices because

 8   there's pilot boats available at the pilot station.

 9   But that is not always the case.  Things happen outside

10   our control.

11        PSP is simply asking that they continue to recover

12   their costs for every embarkation/disembarkation and

13   that the third-party launch service be billed directly

14   to the ratepayer just like in every other port, just

15   like it's always been done until recently.

16        So if we want to change the way the rate is set up

17   to recover those expenses, we would need to consider

18   that.  Otherwise, they would be underrecovering those

19   expenses by not charging that.

20                      COMMISSIONER RENDAHL:  Okay.  So but

21   part of what PSP is asking for in this case is to

22   specifically identify the PSP -- that the Port Angeles

23   expenses -- which include the cost of operating pilot

24   boats, correct?

25                      THE WITNESS:  Yes, that's one piece
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 1   of it, yes.

 2                      COMMISSIONER RENDAHL:  Right.

 3   That's one piece of it.

 4        So if a pilot boat is not operating, you don't

 5   have those operating expenses for that pilot boat, so

 6   that is the question, I think, of why this would not be

 7   double recovering those operating expenses by

 8   charging --

 9                      THE WITNESS:  So PS- --

10                      COMMISSIONER RENDAHL:  --

11   additionally for the -- for the third-party launch.

12                      THE WITNESS:  Mm-hmm.  PSP only ever

13   operates one pilot boat at a time.  They have two for

14   redundancy.  So basically, like I said, the way we have

15   set it up, these expenses to be recovered over a

16   certain number of embarkations and dis- -- pilot

17   transfers, was what we can call them, so for every

18   pilot transfer, we need to recover $700 or whatever it

19   is to recover all of the expenses for Port Angeles,

20   which includes the station, the employee salaries, and

21   everything else.  It's all identified in the exhibit.

22        But those expenses still have to be recovered even

23   though a pilot boat isn't being used, because it's

24   still embar- -- embar- -- a pilot transfer.  So -- and

25   it's normal operating procedures at PSP to not be
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 1   invoiced for third-party service.  The ratepayers

 2   invoice for third-party services.

 3        There was some issues previously.  That's part of

 4   the why we wanted to change the update, the name of

 5   this charge, to the Port Angeles expense charge from

 6   the pilot boat charge, because it isn't specific to a

 7   pilot boat.  It's just a single charge that is

 8   recovering Port Angeles expenses, some of which are

 9   pilot boat expenses, regardless of whether or not a

10   third-party launch is used.

11                      COMMISSIONER RENDAHL:  Thank you.  I

12   have no further questions, but my colleagues may have

13   other questions.

14                      CHAIR RYBARIK:  Got one more

15   question for you.  You might not want to dispense with

16   that Van Meter testimony just quite yet, though I don't

17   think you'll need it.  It relates to the portable pilot

18   unit purchases.

19                      THE WITNESS:  Okay.

20                      CHAIR RYBARIK:  So I don't think

21   we've gotten into this subject matter quite yet today.

22   But want to just kind of make sure I understand.  In

23   your rebuttal testimony -- this is 9T.

24                      THE WITNESS:  Mm-hmm.

25                      CHAIR RYBARIK:  AML-9T, Pages 35
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 1   through 37.  You provide some feedback on staff's

 2   proposed depreciation expense.

 3        Can you just outline for me kind of what's the --

 4   what's the dispute here regarding staff's adjustment,

 5   meaning how their depreciation expense adjustment

 6   relates to lease payments contained in other accounts.

 7                      THE WITNESS:  Mm-hmm.

 8                      MS. CARSON:  If I could just

 9   interrupt for a moment.  We do have a settlement now on

10   the capital expenditures, and the PPUs are included in

11   that settlement.

12                      CHAIR RYBARIK:  I've got some

13   questions on that as well.  I recognize there's a

14   settlement panel, but I do want to get witness LaRue's

15   take on this specific issue just to make sure I

16   understand if there is any dispute remaining.

17                      MS. CARSON:  Okay.  And I guess my

18   only point is that technically the position is now the

19   settlement position, not the rebuttal position, for the

20   record, once there's a settlement.

21                      CHAIR RYBARIK:  My next questions

22   are going to make even more sense when we get there.

23                      THE WITNESS:  Okay.

24                      CHAIR RYBARIK:  So is there any

25   dispute at this point between staff's position on the
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 1   depreciation expense and the lease payments?

 2                      THE WITNESS:  Ms. Van Meter

 3   disallowed the inclusion of the 2027 PPU expenses,

 4   which meant purchasing of them, financing of them, the

 5   depreciation of those.  But when the adjustment was

 6   made, she removed all expenses related to PPUs, even

 7   previously authorized expenses for the 2023 PPUs.  That

 8   was my biggest dispute.

 9        We -- we are including the 2027 PPUs in the

10   settlement, but that was my remaining issue, was that

11   the 531,000, I believe, about, for the 2023 PPU should

12   be fully recoverable for PSP.

13                      CHAIR RYBARIK:  And so good segue

14   into the next question, which was:  Does the inclusion

15   of the 2027 PPUs in the capital plan as part of the

16   settlement affect that position of PSP at all?

17                      THE WITNESS:  No.  Because since the

18   2023 PPU expense was authorized, these are not leases

19   anymore.  These -- in the first case, PPUs were handled

20   as leases, and that has stopped, so they are purchased.

21   And they should be allowed to fully recover the

22   expenses for the 2023 PPUs.  The 2027 PP- -- which will

23   be fully recovered next year.

24        The 2027 PPUs will be covered through the

25   surcharges in the settlement.  And so that's partly why
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 1   we're in agreement of the 2027 PPUs coming out of the

 2   case.

 3                      CHAIR RYBARIK:  And then I think I

 4   know the answer to this given that context, but you did

 5   file some revisions on the adjustments.  It was P18r

 6   and P24r in your rebuttal testimony.

 7        Are any further adjustments needed considering the

 8   settlement, or do those adjustments remain as they were

 9   stated?

10                      THE WITNESS:  No, I think Ms. Van

11   Meter went from, you know, the beginning straight to

12   the end.  And I felt like she missed a few steps in

13   between.  Adjusting test year amounts is what's normal,

14   and I just wanted to make that clear since we weren't

15   disputing the entire adjustment and just part of it.

16   So that's -- I wanted to make sure that the adjustments

17   were clear in what we were doing.  No further

18   adjustments should be needed.

19                      CHAIR RYBARIK:  Post-settlement, no

20   adjustments are needed to those?

21                      THE WITNESS:  Correct.

22                      CHAIR RYBARIK:  Very good.  Thank

23   you.

24                      JUDGE FUKANO:  Any further questions

25   from the bench for this witness?
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 1        Thank you.

 2                      COMMISSIONER RENDAHL:  No.

 3                      JUDGE FUKANO:  You are excused.

 4                             (Witness excused.)

 5

 6                      JUDGE FUKANO:  Our next witness

 7   would be Captain Klapperich.  But I see that the

 8   estimated cross for this witness is about an hour, and

 9   we are currently at 4:45.  So this appears to be a

10   reasonable place to pause and adjourn for today.

11        Are there any other matters that we should address

12   from any of the parties before we adjourn today?

13        And for the record, I know that there were several

14   exhibits that were reserved on for purpose of ruling at

15   the time that they were at the beginning of today's

16   hearing.  I understand that they have been referred to

17   in the course of cross-examination, but I did not hear

18   any motion to admit those exhibits, and I wanted to

19   clarify that is the understanding of all parties.

20                      MS. DeLAPPE:  That they are

21   admitted -- I'm so sorry.  So I apologize for missing

22   that step.  But my understanding is that, of all the

23   exhibits that were objected to, the two that were

24   deemed excluded on objections were IC-41 and IC-43 at

25   the end of the day, with the rest deemed admitted.
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 1                      MS. CARSON:  If I might respond to

 2   that.  That is not our interpretation of it.  They were

 3   never asked to be admitted into the record.  They were

 4   referred to, but that doesn't make them admissible into

 5   the record.  So I think that's an important step.

 6                      JUDGE FUKANO:  That was also my

 7   understanding at this point, that there was no motion,

 8   that they were referred to for purpose of illustration,

 9   so I wanted to offer an opportunity to clarify that.

10                      MS. DeLAPPE:  Thank you.

11        I would at this time like to make a motion, then,

12   to admit Exhibit 40X and -- excuse me.  Let me look at

13   the full list.  And I apologize.  I'm often practicing

14   before another State agency where the procedures are a

15   little different.

16        So Exhibit 40X, Exhibit AML-23X, Exhibit 24 --

17   AML-24X, Exhibit AML-25X, and Exhibit --

18   Exhibits AML-26X and AML-27X, as I laid foundation for

19   each of those with the witnesses, and their testimony

20   about those exhibits are now in the transcript.

21                      JUDGE FUKANO:  And response from

22   PSP?

23                      MS. CARSON:  We renew our

24   objections.  The fact that they were referred to does

25   not mean that she established foundation for them.  And
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 1   at this point in time it's -- seems late to try to

 2   reargue these.  I mean, we can go back and have the

 3   argument again, but the time to do that was when the

 4   witness was on the stand.

 5                      JUDGE FUKANO:  I think since we are

 6   addressing it now, it's reasonable to address the

 7   remaining exhibits.  I do agree that two of the

 8   exhibits were rejected in their use at the time, but

 9   let's proceed with the individual exhibits.

10        I believe IC-41X and IC-30 -- 43X were -- had

11   sustained objections to their use, so those will be

12   deemed excluded.

13                             (Exhibit Nos. IC-41X and

14                              IC-43X rejected.)

15

16                      JUDGE FUKANO:  Regarding IC-40X, I

17   believe that the witness did discuss the fact that he

18   reviewed the data request and was able to adequately

19   explain the calculations, so I will admit IC-40X to the

20   record.

21                             (Exhibit No. IC-40X

22                              admitted.)

23

24                      JUDGE FUKANO:  For -- turning to

25   AML-23X, this was testimony from staff Witness
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 1   Ms. Kermode.  I do believe that there was an objection

 2   during this reference or to further questioning.  So I

 3   will sustain the objection to the statements that were

 4   made or to the -- to the admission of this exhibit.

 5                      MS. DeLAPPE:  May I just interject

 6   on that.  This exhibit was referred to in two -- sorry.

 7                      JUDGE FUKANO:  Ah.

 8                      MS. DeLAPPE:  It's a lot to do at

 9   once.

10        This exhibit was used in two places.  And while I

11   agree that there was an objection in the second place

12   with respect to the amount of unfunded retirement

13   obligations, it was also discussed with the witness

14   with respect to the negative equity balance that PSP

15   has.

16                      JUDGE FUKANO:  And do you have

17   citations to where the witness's testimony refers to

18   this material?

19                      MS. DeLAPPE:  Yes.

20        So that was -- the citation was -- let's see.  The

21   page number.  Let's see.  23X.  It was with regards to

22   the equity.  And I'll have to pull -- I just closed my

23   exhibit, so I'll have to pull that up, but it should

24   just take me a moment, because I highlighted the

25   relevant passage.
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 1                      MR. STARKEY:  Your Honor, if we can

 2   make a point in terms of our objection here.  I think

 3   the objection is that it's being used in particular to

 4   establish the amount in question here.  That's what was

 5   objected to, is that witness -- the witnesses that were

 6   questioned did not have the background.  They didn't

 7   have the data behind it.  And that's what they're

 8   trying to get it in for.

 9        I think using it for just referencing it is

10   different than establishing foundation, which we don't

11   believe was done.

12                      MS. DeLAPPE:  Exhibit AML-23X,

13   Page 11 of the exhibit numbering, which we clarified

14   during testimony was Page 8 of the original Exhibit

15   DPK-1T numbering that discussed at Lines 14 through 18

16   the current balance of PSP's equity account being

17   negative and the absence of positive equity balance.

18                      JUDGE FUKANO:  And do you have the

19   citations -- you said that the witness LaRue referred

20   to this material in her testimony?

21                      MS. DeLAPPE:  I'm sorry.  I'm saying

22   that Ms. LaRue did discuss equity as we established in

23   our cross-examination with respect to Bench Request --

24   Bench Exhibit 1, and she agreed with the statements

25   that Mr. Kermode made in this exhibit at Lines 14 and
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 1   the second statement starts at Line 16 of Page 11 of

 2   this exhibit.

 3                      MR. STARKEY:  We would object to the

 4   characterization that she agreed with it.  I think she

 5   agreed that the words were there.  But I don't think

 6   she agreed.

 7                      MS. DeLAPPE:  I would let the

 8   transcript speak for itself on that.

 9                      JUDGE FUKANO:  My recollection is

10   that the witness did agree about the negative equity

11   balances on the adjusted -- regulatory adjusted

12   accounts for PSP.  And so that does appear to be within

13   the witness's scope of testimony, and I will admit

14   AML-23X but acknowledge PSP's objection that, you know,

15   the relative weight to the numbers will be afforded the

16   weight it is due based on the foundation that has been

17   laid on this record.

18                             (Exhibit No. AML-23X

19                              admitted.)

20

21                      JUDGE FUKANO:  Turning to AML-24X.

22   I don't recall.  Was this referred to in cross with

23   this witness?

24                      MS. DeLAPPE:  It was with respect

25   to -- my recollection is that it was.  It should have
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 1   been.  I think I might have accidentally missed it.  So

 2   I will have to cede this one.  Thank you.

 3                      JUDGE FUKANO:  And this one will not

 4   be admitted to the record, so that one is rejected.

 5                             (Exhibit No. AML-24X

 6                              rejected.)

 7

 8                      JUDGE FUKANO:  Turning to AML-25X.

 9   There was an objection to this reference at the time

10   that it was used, that I believe was sustained.  So I

11   will maintain that rejection at this time.

12        Now to AML-26X.  I believe this one was also

13   objected to.  Am I correct in that recollection?

14                      MR. STARKEY:  And, Your Honor, I

15   believe -- and I apologize.  I think I mistook argument

16   on 23 with 26.  So I do apologize on that.

17        But I think that our objection still stands for

18   26, which dealt with an actuarial accountant here, and

19   Ms. LaRue is not an actuary, and it is outside the

20   scope of her direct and rebuttal.

21                      JUDGE FUKANO:  And any response from

22   PMSA?

23                      MS. DeLAPPE:  I apologize.  I'm a

24   little -- I'm a little confused about which exhibit

25   we're on now.  Sorry.
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 1                      JUDGE FUKANO:  I believe we're

 2   referring to AML-26X.

 3                      MS. DeLAPPE:  So, yes, the testimony

 4   of Mr. Wood.  That does -- that's fine.  I understand

 5   that that was objected to.

 6                      JUDGE FUKANO:  Very good.  And that

 7   will also be rejected.

 8                             (Exhibit No. AML-26X

 9                              rejected.)

10

11                      JUDGE FUKANO:  And I suppose just to

12   clarify the record on my prior question, referring to

13   AML-25X, I believe that was also objected to at the

14   time it was used?

15                      MS. DeLAPPE:  I do not believe it

16   was.  And we discussed three long-form financial

17   exhibits.  That was the -- and foundation was

18   thoroughly laid that she is familiar with Ms. Norris's

19   work for the financial statements, and it was not used

20   for any purpose except for comparing a specific

21   statement that was in all three.

22                      JUDGE FUKANO:  Okay.  I apologize.

23   I believe I may have mixed up 25X and 26X in my

24   recollection, so...

25                      MS. DeLAPPE:  Understood.
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 1                      JUDGE FUKANO:  One moment, please.

 2                      MR. STARKEY:  We would agree with

 3   that characterization, Your Honor.

 4                      JUDGE FUKANO:  In which case 25X

 5   will be deemed admitted, subject to weight based on the

 6   foundation.

 7                             (Exhibit No. AML-25X

 8                              admitted.)

 9

10                      JUDGE FUKANO:  And apologies for the

11   confusion, but I'm glad we're able to clarify this now.

12        And then last is AML-27X.

13                      MS. DeLAPPE:  And that was the

14   presentation that was for Ms. Norris.

15                      JUDGE FUKANO:  And any response from

16   PSP?

17                      MR. STARKEY:  I think there was a

18   very limited Q&A on it.  To the extent it's admitted,

19   we would ask that it be admitted on that limited

20   purpose.  But I don't believe there was an objection to

21   that one Q&A, or maybe two.

22                      JUDGE FUKANO:  I don't believe there

23   was either.  So, yes, for the limited purpose that it

24   was introduced, then we will -- it will be deemed

25   admitted.
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 1                             (Exhibit No. AML-27X

 2                              admitted.)

 3

 4                      JUDGE FUKANO:  And so then for

 5   clarity, I'd just like to go through these to make sure

 6   that I've properly transcribed these.

 7        IC-40X is admitted.  IC-41X was rejected.  IC-43X

 8   was rejected.  AML-23X was admitted.  AML-24X was

 9   rejected.  AML-25X was admitted.  AML-26X was rejected.

10   And AML-27X is admitted.

11        I'm seeing nods in agreement, so I believe we have

12   a clear record on this matter.

13        Is there anything else to address before we

14   adjourn today from any of the parties?

15        Hearing nothing.  Then thank you for your

16   participation today.  We are adjourned for today.  We

17   will resume tomorrow at 9 a.m.

18        We are off the record.

19                             (Proceedings adjourned at

20                              4:59 p.m.)

21

22

23

24

25
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     and was transcribed to the best of my ability;

 7

          That I am not a relative, employee, attorney or counsel

 8   of any party to this action or relative or employee of any

     such attorney or counsel and that I am not financially

 9   interested in the said action or the outcome thereof;

10        IN WITNESS WHEREOF, I have hereunto set my hand

     this 30th day of March, 2026.
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16                             _________________________________

                               /s/John M. S. Botelho, CCR, RPR

17                             Certified Court Reporter No. 2976

                               (Certification expires 5/26/2026.)
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		1396						LN		35		10		false		          10          It is Monday, March 16th, 2026.  The time is				false

		1397						LN		35		11		false		          11      approximately 9:01 a.m.  My name is Harry Fukano.				false

		1398						LN		35		12		false		          12      I'm an administrative law judge with the Washington				false

		1399						LN		35		13		false		          13      Utilities and Transportation Commission, and I'm				false

		1400						LN		35		14		false		          14      presiding in this matter along with the				false

		1401						LN		35		15		false		          15      Commissioners.				false

		1402						LN		35		16		false		          16          We are here today for the evidentiary hearing in				false

		1403						LN		35		17		false		          17      Docket TP-250574, which is captioned Washington				false

		1404						LN		35		18		false		          18      Utilities and Transportation Commission versus Puget				false

		1405						LN		35		19		false		          19      Sound Pilots.				false

		1406						LN		35		20		false		          20          Let's take short appearances, starting with the				false

		1407						LN		35		21		false		          21      company.				false

		1408						LN		35		22		false		          22                        MS. CARSON:  Good morning, Your				false

		1409						LN		35		23		false		          23      Honor, Commissioners.  I'm Sheree Strom Carson with				false

		1410						LN		35		24		false		          24      Perkins Coie representing the Puget Sound Pilots.				false

		1411						LN		35		25		false		          25                        JUDGE FUKANO:  And for Commission				false

		1412						PG		36		0		false		page 36				false

		1413						LN		36		1		false		            1     staff.				false

		1414						LN		36		2		false		            2                        MR. ROBERSON:  Good morning, Judge				false

		1415						LN		36		3		false		            3     Fukano and Commissioners.  I'm Jeff Roberson, AAG.  I				false

		1416						LN		36		4		false		            4     represent Commission staff.  And with me at counsel				false

		1417						LN		36		5		false		            5     table is my colleague, Cassie Jones.				false

		1418						LN		36		6		false		            6                        JUDGE FUKANO:  And for PMSA.				false

		1419						LN		36		7		false		            7                        MS. DeLAPPE:  Good morning.  My name				false

		1420						LN		36		8		false		            8     is Michelle DeLappe, Fox Rothschild, and I represent				false

		1421						LN		36		9		false		            9     Pacific Merchant Shipping Association.  Thank you.				false

		1422						LN		36		10		false		           10                        MS. CARSON:  And, Your Honor, if I				false

		1423						LN		36		11		false		           11     could, Byron Starkey is also here at counsel table				false

		1424						LN		36		12		false		           12     representing Puget Sound Pilots.				false

		1425						LN		36		13		false		           13                        JUDGE FUKANO:  Thank you.				false

		1426						LN		36		14		false		           14          Let's talk about our road map for this hearing.				false

		1427						LN		36		15		false		           15     First, we will turn to evidentiary issues, including				false

		1428						LN		36		16		false		           16     the pending motions to revise and the admission of				false

		1429						LN		36		17		false		           17     prefiled exhibits and testimony.  We'll then allow for				false

		1430						LN		36		18		false		           18     brief opening statements, limited to ten minutes per				false

		1431						LN		36		19		false		           19     party, before we turn to the cross-examination of				false

		1432						LN		36		20		false		           20     witnesses.  We will plan to take a mid-morning break, a				false

		1433						LN		36		21		false		           21     lunch break from 12 to 1, and a midafternoon break.				false

		1434						LN		36		22		false		           22          I would like to remind the parties to keep their				false

		1435						LN		36		23		false		           23     microphones muted unless they are speaking and also to				false

		1436						LN		36		24		false		           24     only use video for those portions of the hearing when				false

		1437						LN		36		25		false		           25     they have a speaking role.  If you intend to speak,				false

		1438						PG		37		0		false		page 37				false

		1439						LN		37		1		false		            1     please also remember to activate your camera for the				false

		1440						LN		37		2		false		            2     benefit of those participating or observing virtually.				false

		1441						LN		37		3		false		            3          In addition, please refrain from speaking over one				false

		1442						LN		37		4		false		            4     another, as this makes it difficult for the court				false

		1443						LN		37		5		false		            5     reporter to transcribe what is being said.  In the				false

		1444						LN		37		6		false		            6     event of an objection, the witness should stop their				false

		1445						LN		37		7		false		            7     response and allow the Commission to make a ruling on				false

		1446						LN		37		8		false		            8     the objection.				false

		1447						LN		37		9		false		            9          If you have any technical issues or you observe				false

		1448						LN		37		10		false		           10     that a party or representative has dropped off of the				false

		1449						LN		37		11		false		           11     online meeting, please mention this in the Zoom chat.				false

		1450						LN		37		12		false		           12     The Zoom chat should only be used for technical issues				false

		1451						LN		37		13		false		           13     and requests for breaks only.				false

		1452						LN		37		14		false		           14          The Commission will plan to proceed with				false

		1453						LN		37		15		false		           15     cross-examination of PSP's witnesses, followed by				false

		1454						LN		37		16		false		           16     staff, then PMSA, and concluding with the panel in				false

		1455						LN		37		17		false		           17     support of the multiparty partial settlement.				false

		1456						LN		37		18		false		           18          Do any of the parties have any objections to this				false

		1457						LN		37		19		false		           19     witness order?  Seeing none, we will proceed.				false

		1458						LN		37		20		false		           20          Are there any issues or questions before we turn				false

		1459						LN		37		21		false		           21     to the evidentiary issues and admission of exhibits?				false

		1460						LN		37		22		false		           22          All right.  I'd like to next turn to exhibits.				false

		1461						LN		37		23		false		           23     There are currently three motions to revise exhibits				false

		1462						LN		37		24		false		           24     before the Commission, one from each party.  The				false

		1463						LN		37		25		false		           25     Commission will address these motions before turning to				false

		1464						PG		38		0		false		page 38				false

		1465						LN		38		1		false		            1     the admission of prefiled testimony and exhibits.				false

		1466						LN		38		2		false		            2          As a general matter, the Commission will authorize				false

		1467						LN		38		3		false		            3     a party to request -- a party's request to revise				false

		1468						LN		38		4		false		            4     testimony when the request is made as soon as				false

		1469						LN		38		5		false		            5     practicable after discovering the need to do so and				false

		1470						LN		38		6		false		            6     that the revision does not prejudice other parties.				false

		1471						LN		38		7		false		            7     The Commission may authorize revisions requested after				false

		1472						LN		38		8		false		            8     the deadline to submit errata sheets at the time of the				false

		1473						LN		38		9		false		            9     hearing upon a showing of good cause.				false

		1474						LN		38		10		false		           10          Let's start with PSP's motion for revision.  I				false

		1475						LN		38		11		false		           11     have reviewed PSP's motion and would like to confirm if				false

		1476						LN		38		12		false		           12     either staff or PMSA intend to take a position on PSP's				false

		1477						LN		38		13		false		           13     motion.				false

		1478						LN		38		14		false		           14                        MR. ROBERSON:  Staff has no				false

		1479						LN		38		15		false		           15     objection to the motion to revise the opening and				false

		1480						LN		38		16		false		           16     rebuttal testimonies.  There is, as I understand it, a				false

		1481						LN		38		17		false		           17     second motion out there to revise the surrebuttal				false

		1482						LN		38		18		false		           18     testimony.  I believe that's mooted with the assumption				false

		1483						LN		38		19		false		           19     that that's not going to be granted.  Staff has no				false

		1484						LN		38		20		false		           20     objection.				false

		1485						LN		38		21		false		           21                        JUDGE FUKANO:  And for PMSA.				false

		1486						LN		38		22		false		           22                        MS. DeLAPPE:  My apologies.  The				false

		1487						LN		38		23		false		           23     microphone takes a little time.				false

		1488						LN		38		24		false		           24          PMSA has no objection.  I would, however, like to				false

		1489						LN		38		25		false		           25     point out that that is -- the revision, I believe, is				false

		1490						PG		39		0		false		page 39				false

		1491						LN		39		1		false		            1     in the same nature as the revisions that PMSA has				false

		1492						LN		39		2		false		            2     requested, so it would be incongruent to grant one and				false

		1493						LN		39		3		false		            3     not the other.  Thank you.				false

		1494						LN		39		4		false		            4                        JUDGE FUKANO:  Thank you.				false

		1495						LN		39		5		false		            5          And counsel for staff mentioned that there were				false

		1496						LN		39		6		false		            6     two motions.  I understood there just to be a single				false

		1497						LN		39		7		false		            7     motion affecting exhibits related to Carlson and LaRue.				false

		1498						LN		39		8		false		            8                        MR. STARKEY:  My understanding is				false

		1499						LN		39		9		false		            9     the only motion pending was the one for Carlson in				false

		1500						LN		39		10		false		           10     review and LaRue, yes.				false

		1501						LN		39		11		false		           11                        MR. ROBERSON:  Apologies.				false

		1502						LN		39		12		false		           12     Misunderstanding.  I was served with something this				false

		1503						LN		39		13		false		           13     weekend that's motion to revise the surrebuttal				false

		1504						LN		39		14		false		           14     testimony.  So my mistake.				false

		1505						LN		39		15		false		           15                        JUDGE FUKANO:  Understood.				false

		1506						LN		39		16		false		           16                        MR. STARKEY:  I can clar- -- that				false

		1507						LN		39		17		false		           17     was a typographical error in the heading of the e-mail.				false

		1508						LN		39		18		false		           18                        JUDGE FUKANO:  Thank you for that				false

		1509						LN		39		19		false		           19     clarification.				false

		1510						LN		39		20		false		           20          I understand PSP's motion to concern revision to				false

		1511						LN		39		21		false		           21     Exhibit IC-32, which according to PSP, did not properly				false

		1512						LN		39		22		false		           22     incorporate data that was originally included in				false

		1513						LN		39		23		false		           23     Exhibit IC-14 that removed assignments associated with				false

		1514						LN		39		24		false		           24     Sea Reliance articulated tug barge from PSP's				false

		1515						LN		39		25		false		           25     assignment projections.  The revisions then flow				false

		1516						PG		40		0		false		page 40				false

		1517						LN		40		1		false		            1     through to other exhibits and testimony that reference				false

		1518						LN		40		2		false		            2     IC-32 and results in a revised PSP vessel traffic				false

		1519						LN		40		3		false		            3     calculation of 7,114 down from 7,186 by removing 72				false

		1520						LN		40		4		false		            4     instances of assignments associated with Sea Reliance.				false

		1521						LN		40		5		false		            5          Having reviewed these exhibits and PSP's motion				false

		1522						LN		40		6		false		            6     and the lack of objection from other parties, the				false

		1523						LN		40		7		false		            7     Commission will grant this motion.  It appears as				false

		1524						LN		40		8		false		            8     though that this information was originally provided or				false

		1525						LN		40		9		false		            9     at least identified in PSP's initial testimony, and				false

		1526						LN		40		10		false		           10     this represents a correction to make this subsequent				false

		1527						LN		40		11		false		           11     exhibit align with information originally provided with				false

		1528						LN		40		12		false		           12     associated flow-through corrections.  So the Commission				false

		1529						LN		40		13		false		           13     finds that these revisions would be reasonable and are				false

		1530						LN		40		14		false		           14     unlikely to prejudice any party and therefore grants				false

		1531						LN		40		15		false		           15     this motion.				false

		1532						LN		40		16		false		           16          I have reviewed staff's motion.  Turning to				false

		1533						LN		40		17		false		           17     staff's motion, I have reviewed staff's motion and				false

		1534						LN		40		18		false		           18     would like to confirm if PMSA or PSP intends to take				false

		1535						LN		40		19		false		           19     any position on staff's motion.  I do note that Order 4				false

		1536						LN		40		20		false		           20     issued at the end of last week affected some of the				false

		1537						LN		40		21		false		           21     exhibits that staff proposes to revise in this motion				false

		1538						LN		40		22		false		           22     and wanted to clarify that any ruling today would be				false

		1539						LN		40		23		false		           23     subject to the determinations in Order 04.				false

		1540						LN		40		24		false		           24                        MS. DeLAPPE:  PMSA has no objection.				false

		1541						LN		40		25		false		           25                        MR. STARKEY:  PSP has no objection.				false

		1542						PG		41		0		false		page 41				false

		1543						LN		41		1		false		            1                        JUDGE FUKANO:  Given the lack of				false

		1544						LN		41		2		false		            2     objection from other parties and having reviewed				false

		1545						LN		41		3		false		            3     staff's motion, the Commission -- the Commission				false

		1546						LN		41		4		false		            4     intends to grant staff's motion.  Staff identified				false

		1547						LN		41		5		false		            5     three categories of revisions that it seeks to				false

		1548						LN		41		6		false		            6     incorporate into its testimony and exhibits.  One is				false

		1549						LN		41		7		false		            7     based on a CPI error revision.  The second concerns				false

		1550						LN		41		8		false		            8     attorney fees.  And the third concerns a matter				false

		1551						LN		41		9		false		            9     regarding expenses related to the San Francisco Bar				false

		1552						LN		41		10		false		           10     Pilots.				false

		1553						LN		41		11		false		           11          I should clarify that while the Commission intends				false

		1554						LN		41		12		false		           12     to grant this motion, the Commission's ruling in				false

		1555						LN		41		13		false		           13     Order 4 largely moots the revision concerning the San				false

		1556						LN		41		14		false		           14     Francisco Bar Pilots, as I believe that is a revision				false

		1557						LN		41		15		false		           15     to Exhibit SS-11, which has since been struck.  And so				false

		1558						LN		41		16		false		           16     the revisions that would have flowed through from SS-11				false

		1559						LN		41		17		false		           17     will not be revised, and the related exhibits will not				false

		1560						LN		41		18		false		           18     be revised, because those matters -- those exhibits and				false

		1561						LN		41		19		false		           19     materials have been struck.  So subject to the				false

		1562						LN		41		20		false		           20     determination of Order 4, the Commission grants staff				false

		1563						LN		41		21		false		           21     's motion.				false

		1564						LN		41		22		false		           22          Turning to PMSA's motion, I have reviewed PMSA's				false

		1565						LN		41		23		false		           23     motion and PSP's opposition to specific proposed				false

		1566						LN		41		24		false		           24     revisions and would like to confirm if staff intends to				false

		1567						LN		41		25		false		           25     take any position on PMSA's motion.				false

		1568						PG		42		0		false		page 42				false

		1569						LN		42		1		false		            1                        MR. ROBERSON:  Staff has no				false

		1570						LN		42		2		false		            2     objection.				false

		1571						LN		42		3		false		            3                        JUDGE FUKANO:  Apologies.				false

		1572						LN		42		4		false		            4                        COMMISSIONER RENDAHL:  Judge Fukano,				false

		1573						LN		42		5		false		            5     I have a question for you.				false

		1574						LN		42		6		false		            6                        JUDGE FUKANO:  Yes.				false

		1575						LN		42		7		false		            7                        COMMISSIONER RENDAHL:  In the				false

		1576						LN		42		8		false		            8     Commission's Order 04, I think we recognize that some				false

		1577						LN		42		9		false		            9     of the exhibits that were subject to the motion to				false

		1578						LN		42		10		false		           10     strike included other information besides the				false

		1579						LN		42		11		false		           11     information that was of concern.  And so I just wanted				false

		1580						LN		42		12		false		           12     to make sure that what we're doing this morning -- and				false

		1581						LN		42		13		false		           13     I realize that was on Friday, so there's not much				false

		1582						LN		42		14		false		           14     time -- allowed staff to remove the information from				false

		1583						LN		42		15		false		           15     those exhibits that needed to be removed but not				false

		1584						LN		42		16		false		           16     completely strike some of them.  And so I just wanted				false

		1585						LN		42		17		false		           17     to raise that and make sure that that's clear on the				false

		1586						LN		42		18		false		           18     record that that's what the order did.				false

		1587						LN		42		19		false		           19                        JUDGE FUKANO:  Yes, Commissioner				false

		1588						LN		42		20		false		           20     Rendahl.  And I believe that Order 4 struck				false

		1589						LN		42		21		false		           21     Exhibit SS-11 in its entirety and allowed for some				false

		1590						LN		42		22		false		           22     revision of Exhibits SS-9 and SS-8.  So those could				false

		1591						LN		42		23		false		           23     still be updated consistent with the ruling on the				false

		1592						LN		42		24		false		           24     motion this morning.				false

		1593						LN		42		25		false		           25                        COMMISSIONER RENDAHL:  Excellent.				false

		1594						PG		43		0		false		page 43				false

		1595						LN		43		1		false		            1     Thank you.				false

		1596						LN		43		2		false		            2                        MR. ROBERSON:  And if I may, Judge				false

		1597						LN		43		3		false		            3     Fukano, staff intends to take the Commission up on its				false

		1598						LN		43		4		false		            4     invitation.  I believe it is actually already filed,				false

		1599						LN		43		5		false		            5     revised exhibits.  It would have been in the last				false

		1600						LN		43		6		false		            6     minutes before this hearing began.  So those exhibits,				false

		1601						LN		43		7		false		            7     I think, are in now.				false

		1602						LN		43		8		false		            8                        JUDGE FUKANO:  Thank you.  Then I				false

		1603						LN		43		9		false		            9     will review those either in a break today or following				false

		1604						LN		43		10		false		           10     the conclusion of the hearing today and recirculate a				false

		1605						LN		43		11		false		           11     revised exhibit list that incorporates those revisions.				false

		1606						LN		43		12		false		           12          Turning to PMSA's motion, or returning to PMSA's				false

		1607						LN		43		13		false		           13     motion, I will start by addressing the specific -- and				false

		1608						LN		43		14		false		           14     I suppose just in the interest of clarifying the				false

		1609						LN		43		15		false		           15     record, I acknowledge that PSP has submitted a written				false

		1610						LN		43		16		false		           16     opposition to PMSA's motion to revise.				false

		1611						LN		43		17		false		           17          Was there anything further from PSP with respect				false

		1612						LN		43		18		false		           18     to that motion?				false

		1613						LN		43		19		false		           19                        MR. STARKEY:  Your Honor, we stand				false

		1614						LN		43		20		false		           20     on the pleadings for that motion.  I think the one				false

		1615						LN		43		21		false		           21     thing I would highlight is MM-14, which we believe is a				false

		1616						LN		43		22		false		           22     quintessential example of an exhibit that it appears to				false

		1617						LN		43		23		false		           23     be an entirely new exhibit with new data that was				false

		1618						LN		43		24		false		           24     added.  At least based on our understanding and quick				false

		1619						LN		43		25		false		           25     review of the exhibit.				false

		1620						PG		44		0		false		page 44				false

		1621						LN		44		1		false		            1                        JUDGE FUKANO:  Thank you.				false

		1622						LN		44		2		false		            2          I intend to proceed by addressing the supporting				false

		1623						LN		44		3		false		            3     exhibits and then the references to testimony, as some				false

		1624						LN		44		4		false		            4     of the testimony references our flow-through				false

		1625						LN		44		5		false		            5     corrections to exhibit revisions.				false

		1626						LN		44		6		false		            6          The first exhibit is MM-14.  The Commission agrees				false

		1627						LN		44		7		false		            7     with PSP with respect to MM-14, that while				false

		1628						LN		44		8		false		            8     acknowledging that the table now coincides or matches				false

		1629						LN		44		9		false		            9     material that was included in Captain Carlson's -- or				false

		1630						LN		44		10		false		           10     excuse me -- Captain Moore's original testimony, the				false

		1631						LN		44		11		false		           11     exhibit has been substantially revised and now refers				false

		1632						LN		44		12		false		           12     to different supporting exhibits and includes a				false

		1633						LN		44		13		false		           13     modified table with modified years.  The revisions do				false

		1634						LN		44		14		false		           14     appear to be substantive and are substantially				false

		1635						LN		44		15		false		           15     different from the original supporting MM-14, and				false

		1636						LN		44		16		false		           16     therefore the Commission will deny revision of MM-14.				false

		1637						LN		44		17		false		           17          Turning to MM-32, this information appears to				false

		1638						LN		44		18		false		           18     reflect the actual data that was listed above.  While				false

		1639						LN		44		19		false		           19     PMSA has included a ten-year trend correlation ratio, I				false

		1640						LN		44		20		false		           20     believe, that was identified in rebuttal testimony from				false

		1641						LN		44		21		false		           21     PSP, that data does not appear to -- that the inclusion				false

		1642						LN		44		22		false		           22     of that data does not appear to alter the analysis that				false

		1643						LN		44		23		false		           23     was presented in MM-23.  It merely reflects the				false

		1644						LN		44		24		false		           24     calculation of that average trend, which was identified				false

		1645						LN		44		25		false		           25     by PSP.  So this does not appear to the Commission to				false

		1646						PG		45		0		false		page 45				false

		1647						LN		45		1		false		            1     be surrebuttal and was otherwise calculable from the				false

		1648						LN		45		2		false		            2     information included, so the Commission will grant				false

		1649						LN		45		3		false		            3     revision of MM-32 -- excuse me -- MM-23.				false

		1650						LN		45		4		false		            4          Similarly, for Exhibits MM-25 and MM-26, these				false

		1651						LN		45		5		false		            5     exhibits appear to have been updated to reflect vessel				false

		1652						LN		45		6		false		            6     arrivals for 2025 that were properly originally				false

		1653						LN		45		7		false		            7     included in Exhibit JEV-5, and the updated correlation				false

		1654						LN		45		8		false		            8     ratio was originally provided in the original MM-23.				false

		1655						LN		45		9		false		            9     As this appears to make corrections to reflect data				false

		1656						LN		45		10		false		           10     that was originally provided and does not alter PMSA's				false

		1657						LN		45		11		false		           11     methodology, the Commission will grant revision of				false

		1658						LN		45		12		false		           12     MM-25 and MM-26.				false

		1659						LN		45		13		false		           13          Regarding MM-40, the input value for the Excel				false

		1660						LN		45		14		false		           14     sheet has been changed, so the calculation is running				false

		1661						LN		45		15		false		           15     from the revenue per assignment listed in the initial				false

		1662						LN		45		16		false		           16     cell.  I believe it's Cell F11.  So a percent change				false

		1663						LN		45		17		false		           17     appears relative to the revenue per assignment in 2021				false

		1664						LN		45		18		false		           18     rather than a year-to-year change.  This change appears				false

		1665						LN		45		19		false		           19     to reflect an update or a correction to what was				false

		1666						LN		45		20		false		           20     originally included in testimony that revenue per				false

		1667						LN		45		21		false		           21     assignment grew 25 percent from 2021 to 2025 included				false

		1668						LN		45		22		false		           22     in PMSA's testimony, which is now revised and				false

		1669						LN		45		23		false		           23     incorporated into MM-40.				false

		1670						LN		45		24		false		           24          As this was originally indicated in PMSA's				false

		1671						LN		45		25		false		           25     testimony and is supported by the underlying data,				false

		1672						PG		46		0		false		page 46				false

		1673						LN		46		1		false		            1     reflecting no change in methodology, this suggests that				false

		1674						LN		46		2		false		            2     there is no prejudice and that it is reasonable.				false

		1675						LN		46		3		false		            3     Therefore, the Commission will grant revision of MM-40.				false

		1676						LN		46		4		false		            4          For MM-50 -- one moment.				false

		1677						LN		46		5		false		            5          The revision to MM-50 appears to update an input				false

		1678						LN		46		6		false		            6     cell to reflect PMSA's 2026 vessel projection that is				false

		1679						LN		46		7		false		            7     otherwise supported by its other exhibits.  PMSA				false

		1680						LN		46		8		false		            8     originally recommended that the Commission adopt a				false

		1681						LN		46		9		false		            9     ten-year trend analysis based on the calculation				false

		1682						LN		46		10		false		           10     originally provided in MM-25.  The change to MM-50				false

		1683						LN		46		11		false		           11     updates the figure in Cell D21 to the revised output				false

		1684						LN		46		12		false		           12     from MM-25.  It therefore appears reasonable and				false

		1685						LN		46		13		false		           13     unlikely to cause prejudice to any other parties, and				false

		1686						LN		46		14		false		           14     the Commission will grant revision of MM-50.				false

		1687						LN		46		15		false		           15          Turning to the specific challenged portions of				false

		1688						LN		46		16		false		           16     Captain Moore's testimony.  Regarding the revisions at				false

		1689						LN		46		17		false		           17     Pages, I believe, 89 and 90, the updated language or				false

		1690						LN		46		18		false		           18     the revised language appears to more accurately track				false

		1691						LN		46		19		false		           19     information originally presented in Exhibit MM-11,				false

		1692						LN		46		20		false		           20     which stated that there were 31 total applicants, 26				false

		1693						LN		46		21		false		           21     qualified applicants, 13 individuals that passed the				false

		1694						LN		46		22		false		           22     exam, and 10 that entered training.  Insofar as these				false

		1695						LN		46		23		false		           23     changes are meant to present a more accurate reflection				false

		1696						LN		46		24		false		           24     of the supporting exhibit, the revisions appear				false

		1697						LN		46		25		false		           25     reasonable and unlikely to cause prejudice.  Therefore,				false

		1698						PG		47		0		false		page 47				false

		1699						LN		47		1		false		            1     the Commission will grant revision of that segment of				false

		1700						LN		47		2		false		            2     testimony.				false

		1701						LN		47		3		false		            3          Regarding revisions at Page 113, the updated				false

		1702						LN		47		4		false		            4     language appears to -- refers to attributions of a				false

		1703						LN		47		5		false		            5     statement previously attributed to PSP witness McNeil				false

		1704						LN		47		6		false		            6     to PMSA witness Hoffman citing SKH-05.  The statement				false

		1705						LN		47		7		false		            7     which was previously attributed to McNeil appears to be				false

		1706						LN		47		8		false		            8     quoting a statement from Hoffman in her testimony at				false

		1707						LN		47		9		false		            9     SKH-1T at Page 16 that in turn cites the e-mail				false

		1708						LN		47		10		false		           10     referred to in SKH-05.				false

		1709						LN		47		11		false		           11          Similar to the corrections at Pages 89 and 90,				false

		1710						LN		47		12		false		           12     this revision appears to correct the references to the				false

		1711						LN		47		13		false		           13     testimony to the supporting exhibit which were provided				false

		1712						LN		47		14		false		           14     in their correct form at the original time of filing.				false

		1713						LN		47		15		false		           15     Consequently, this revision appears reasonable and				false

		1714						LN		47		16		false		           16     unlikely to result in prejudice and corrects the record				false

		1715						LN		47		17		false		           17     to appropriately attribute statements to their				false

		1716						LN		47		18		false		           18     speakers.  The Commission will therefore grant revision				false

		1717						LN		47		19		false		           19     of Page -- the proposed revisions for Page 113.				false

		1718						LN		47		20		false		           20          For the revisions at Page 141 and 142, these				false

		1719						LN		47		21		false		           21     contain revisions to the 10 -- 5-, 10-, and 20-year				false

		1720						LN		47		22		false		           22     vessel projection trends.  These projection trends				false

		1721						LN		47		23		false		           23     appear to be driven by an update to the correlation				false

		1722						LN		47		24		false		           24     ratio used by PMSA, which is contained in MM-24, which				false

		1723						LN		47		25		false		           25     in turn refers to MM-23 as the basis for the				false

		1724						PG		48		0		false		page 48				false

		1725						LN		48		1		false		            1     correlation ratio and provides the correct 20-year				false

		1726						LN		48		2		false		            2     correlation ratio of 2.8764, such that the change to				false

		1727						LN		48		3		false		            3     the 20-year projection in testimony at Page 140, MM-1T,				false

		1728						LN		48		4		false		            4     corrects the calculation to match the underlying data				false

		1729						LN		48		5		false		            5     originally provided in support of the calculation.				false

		1730						LN		48		6		false		            6          Because the underlying data was correctly				false

		1731						LN		48		7		false		            7     identified and provided and the revision is unlikely to				false

		1732						LN		48		8		false		            8     result in prejudice, the Commission will grant the				false

		1733						LN		48		9		false		            9     revisions at Pages 141 and 142 of MM-1T.				false

		1734						LN		48		10		false		           10          For the revisions at 144 to 146, these revisions				false

		1735						LN		48		11		false		           11     appear to reflect the corrections to MM-25 concerning				false

		1736						LN		48		12		false		           12     the 10-year vessel traffic projection as well as				false

		1737						LN		48		13		false		           13     revisions to the 20-year assignment arrival -- the				false

		1738						LN		48		14		false		           14     correlation factor.  As discussed elsewhere, the				false

		1739						LN		48		15		false		           15     revisions to -- the Commission finds that the revisions				false

		1740						LN		48		16		false		           16     to MM-25 are reasonable because they correct analysis				false

		1741						LN		48		17		false		           17     to properly track the supporting data that was provided				false

		1742						LN		48		18		false		           18     at the same time as the original analysis and are				false

		1743						LN		48		19		false		           19     therefore unlikely to result in prejudice.  And the				false

		1744						LN		48		20		false		           20     Commission will grant the revisions proposed at 144 to				false

		1745						LN		48		21		false		           21     146.				false

		1746						LN		48		22		false		           22          For the revisions at Page 151, these revisions				false

		1747						LN		48		23		false		           23     also incorporate revisions to MM-25 concerning the				false

		1748						LN		48		24		false		           24     10-year trend vessel traffic projection.  For similar				false

		1749						LN		48		25		false		           25     reasons stated, the Commissions find that the revisions				false

		1750						PG		49		0		false		page 49				false

		1751						LN		49		1		false		            1     to MM-25 are reasonable and unlikely to result in				false

		1752						LN		49		2		false		            2     prejudice and that the flow-through revisions to update				false

		1753						LN		49		3		false		            3     the statements that previously relied on the				false

		1754						LN		49		4		false		            4     calculation in MM-25 are reasonable and unlikely to				false

		1755						LN		49		5		false		            5     result in prejudice.  And, therefore, the Commission				false

		1756						LN		49		6		false		            6     will grant the revision at Page 151.				false

		1757						LN		49		7		false		            7          On Page -- concerning revisions at Page 153, these				false

		1758						LN		49		8		false		            8     revisions also appear to incorporate revisions to MM-25				false

		1759						LN		49		9		false		            9     concerning the 10-year vessel traffic projection.  For				false

		1760						LN		49		10		false		           10     similar reasons stated, the Commission finds that the				false

		1761						LN		49		11		false		           11     revisions to MM-25 are reasonable and unlikely to				false

		1762						LN		49		12		false		           12     result in prejudice and that the flow-through revisions				false

		1763						LN		49		13		false		           13     to the updated statements that previously relied on the				false

		1764						LN		49		14		false		           14     calculation in MM-25 are reasonable and unlikely to				false

		1765						LN		49		15		false		           15     result in prejudice.  Therefore, the Commission will				false

		1766						LN		49		16		false		           16     grant the revision proposed at 153.				false

		1767						LN		49		17		false		           17          For the revisions at Page 216, these revisions				false

		1768						LN		49		18		false		           18     concern alleged representations from PSP regarding the				false

		1769						LN		49		19		false		           19     number of pilots as compared to the actual number of				false

		1770						LN		49		20		false		           20     pilots that were licensed at particular points in time.				false

		1771						LN		49		21		false		           21     Having reviewed this proposed revision, unlike other				false

		1772						LN		49		22		false		           22     proposed revisions, this revision adds an entirely new				false

		1773						LN		49		23		false		           23     citation that was not included in the original				false

		1774						LN		49		24		false		           24     reference or as a supporting exhibit, and the revisions				false

		1775						LN		49		25		false		           25     add new points with respect to the timing of certain				false

		1776						PG		50		0		false		page 50				false

		1777						LN		50		1		false		            1     statements.				false

		1778						LN		50		2		false		            2          Unlike the revisions concerning Hoffman's				false

		1779						LN		50		3		false		            3     characterization of McNeil's statements, the revisions				false

		1780						LN		50		4		false		            4     here change the substance of PMSA's argument by making				false

		1781						LN		50		5		false		            5     material changes to the timing of certain facts and				false

		1782						LN		50		6		false		            6     representations.  And the Commission also notes that,				false

		1783						LN		50		7		false		            7     as pointed out by Captain Carlson in rebuttal				false

		1784						LN		50		8		false		            8     testimony, IC-16, the Commission made a finding of fact				false

		1785						LN		50		9		false		            9     that PSP was projecting 52 pilots to being licensed in				false

		1786						LN		50		10		false		           10     2021 such that the proposed revision does not appear to				false

		1787						LN		50		11		false		           11     reasonably correct the record.				false

		1788						LN		50		12		false		           12          Consequently, the Commission will deny revision of				false

		1789						LN		50		13		false		           13     the testimony at Page 216.  And in all other respects,				false

		1790						LN		50		14		false		           14     the Commission will grant PMSA's motion to revise.				false

		1791						LN		50		15		false		           15          Before we turn to the admission of exhibits, is				false

		1792						LN		50		16		false		           16     there anything that should be raised or discussed?				false

		1793						LN		50		17		false		           17                        MR. STARKEY:  Just a procedure				false

		1794						LN		50		18		false		           18     question, Your Honor.  For cross exhibits, we e-mailed				false

		1795						LN		50		19		false		           19     around a list of exhibits that we intend to object to.				false

		1796						LN		50		20		false		           20     Do we want to handle those now prior to the discussion				false

		1797						LN		50		21		false		           21     of prefiled exhibits, or is that something that you				false

		1798						LN		50		22		false		           22     intend on handling when the exhibits are raised with				false

		1799						LN		50		23		false		           23     the witness?				false

		1800						LN		50		24		false		           24                        JUDGE FUKANO:  I think it would be				false

		1801						LN		50		25		false		           25     reasonable to address them now.  So we can begin there.				false

		1802						PG		51		0		false		page 51				false

		1803						LN		51		1		false		            1          Is that the extent of PSP's objections to prefiled				false

		1804						LN		51		2		false		            2     exhibits and testimony?				false

		1805						LN		51		3		false		            3                        MR. STARKEY:  Yes, Your Honor.				false

		1806						LN		51		4		false		            4     Yeah.				false

		1807						LN		51		5		false		            5                        JUDGE FUKANO:  Okay.  Then we will				false

		1808						LN		51		6		false		            6     address those first.				false

		1809						LN		51		7		false		            7          Did the other parties receive a copy of PSP's				false

		1810						LN		51		8		false		            8     communication concerning those exhibits?				false

		1811						LN		51		9		false		            9                        MS. DeLAPPE:  Yes, Your Honor.				false

		1812						LN		51		10		false		           10                        MR. ROBERSON:  Yes.				false

		1813						LN		51		11		false		           11                        JUDGE FUKANO:  Any response from				false

		1814						LN		51		12		false		           12     Commission staff on any of the individual exhibits?				false

		1815						LN		51		13		false		           13                        MR. ROBERSON:  Staff has no				false

		1816						LN		51		14		false		           14     objection to any prefiled exhibits or the cross				false

		1817						LN		51		15		false		           15     exhibits, so...				false

		1818						LN		51		16		false		           16                        JUDGE FUKANO:  And to PMSA?				false

		1819						LN		51		17		false		           17                        MS. DeLAPPE:  We have responses to				false

		1820						LN		51		18		false		           18     the objections, of course.  And I can take those one by				false

		1821						LN		51		19		false		           19     one, if you like.				false

		1822						LN		51		20		false		           20                        JUDGE FUKANO:  Certainly.				false

		1823						LN		51		21		false		           21                        MS. DeLAPPE:  So with respect to				false

		1824						LN		51		22		false		           22     Exhibit IC-40X, that will be in Captain Carlson's				false

		1825						LN		51		23		false		           23     cross-examination.  We will establish foundation in				false

		1826						LN		51		24		false		           24     that cross-examination.  And if for any reason we are				false

		1827						LN		51		25		false		           25     not able to establish foundation as it is a data				false

		1828						PG		52		0		false		page 52				false

		1829						LN		52		1		false		            1     request that was responded to by Mr. Sevall, we would				false

		1830						LN		52		2		false		            2     like to use it instead for Mr. Sevall's				false

		1831						LN		52		3		false		            3     cross-examination.				false

		1832						LN		52		4		false		            4          I'll proceed, then.  For IC-41X, that is testimony				false

		1833						LN		52		5		false		            5     by -- rebuttal testimony by Christopher Wood, the				false

		1834						LN		52		6		false		            6     actuarial expert that PSP engaged for the last rate				false

		1835						LN		52		7		false		            7     case.  And I will be addressing that in				false

		1836						LN		52		8		false		            8     cross-examination of Captain Carlson, as he was the				false

		1837						LN		52		9		false		            9     lead witness in that case.  I believe we won't have any				false

		1838						LN		52		10		false		           10     trouble establishing foundation of the part of it at				false

		1839						LN		52		11		false		           11     least that we would like to address in his				false

		1840						LN		52		12		false		           12     cross-examination.				false

		1841						LN		52		13		false		           13                        JUDGE FUKANO:  Okay.  And, actually,				false

		1842						LN		52		14		false		           14     my apologies.  Since you had mentioned that you may				false

		1843						LN		52		15		false		           15     essentially redirect use of what has been labeled				false

		1844						LN		52		16		false		           16     IC-40X to Commission staff, I'd like to just confirm:				false

		1845						LN		52		17		false		           17     Does Commission staff have any concern or response with				false

		1846						LN		52		18		false		           18     that proposed usage?				false

		1847						LN		52		19		false		           19                        MR. ROBERSON:  No.				false

		1848						LN		52		20		false		           20                        JUDGE FUKANO:  And let's take them				false

		1849						LN		52		21		false		           21     one at a time, then.				false

		1850						LN		52		22		false		           22          So any further response from PSP concerning				false

		1851						LN		52		23		false		           23     IC-40X?				false

		1852						LN		52		24		false		           24                        MR. STARKEY:  Yes, Your Honor.  And				false

		1853						LN		52		25		false		           25     I understand that foundation will have to be				false

		1854						PG		53		0		false		page 53				false

		1855						LN		53		1		false		            1     established, but we want to point out here that, for				false

		1856						LN		53		2		false		            2     No. 40, when having it directed to Captain Carlson, he				false

		1857						LN		53		3		false		            3     did not answer this data request.  It's the data				false

		1858						LN		53		4		false		            4     request from staff.  He has no knowledge of why				false

		1859						LN		53		5		false		            5     Mr. Sevall answered in a particular manner.  So that's				false

		1860						LN		53		6		false		            6     40.				false

		1861						LN		53		7		false		            7          Do you want me to go through the other ones as				false

		1862						LN		53		8		false		            8     well, Your Honor?				false

		1863						LN		53		9		false		            9                        JUDGE FUKANO:  Let's take them one				false

		1864						LN		53		10		false		           10     at a time just for clarity's sake.				false

		1865						LN		53		11		false		           11          Then at this time, the Commission will reserve				false

		1866						LN		53		12		false		           12     ruling on the use of IC-40X, subject to foundation and				false

		1867						LN		53		13		false		           13     how it is used with a particular witness.				false

		1868						LN		53		14		false		           14          Oh.  Thank you for that.  And if all parties could				false

		1869						LN		53		15		false		           15     kind of lean into the mike and make sure that you're				false

		1870						LN		53		16		false		           16     clearly heard for the benefit of those observing				false

		1871						LN		53		17		false		           17     online.  That would be much appreciated.				false

		1872						LN		53		18		false		           18          Then turning to IC-41X.  Sorry.  One moment,				false

		1873						LN		53		19		false		           19     please.				false

		1874						LN		53		20		false		           20          And my apologies.  Could you please restate your				false

		1875						LN		53		21		false		           21     response to IC-41.				false

		1876						LN		53		22		false		           22                        MS. DeLAPPE:  Certainly.  That is				false

		1877						LN		53		23		false		           23     rebuttal testimony by Christopher Wood, who was PSP's				false

		1878						LN		53		24		false		           24     actuarial expert in the last rate case.  And I will				false

		1879						LN		53		25		false		           25     be -- Captain Carlson, I'll be using it in his				false

		1880						PG		54		0		false		page 54				false

		1881						LN		54		1		false		            1     cross-examination.  He was PSP's lead witness in that				false

		1882						LN		54		2		false		            2     case.  And I believe I will be able to establish				false

		1883						LN		54		3		false		            3     foundation that he is aware of the aspect of that				false

		1884						LN		54		4		false		            4     rebuttal testimony that will be part of the evidence in				false

		1885						LN		54		5		false		            5     this case.				false

		1886						LN		54		6		false		            6                        JUDGE FUKANO:  Any response from				false

		1887						LN		54		7		false		            7     PSP?				false

		1888						LN		54		8		false		            8                        MR. STARKEY:  Yes, Your Honor.  One,				false

		1889						LN		54		9		false		            9     Captain Carlson did not prepare the testimony.  As				false

		1890						LN		54		10		false		           10     Ms. DeLappe mentioned, this is from an actuary.				false

		1891						LN		54		11		false		           11     Captain Carlson is not an actuary.  We also believe				false

		1892						LN		54		12		false		           12     that this is outside the scope of Captain Carlson's				false

		1893						LN		54		13		false		           13     direct and rebuttal.  We'll also note this is an				false

		1894						LN		54		14		false		           14     incomplete exhibit.  Although I do acknowledge that				false

		1895						LN		54		15		false		           15     it's a portion of an exhibit that was addressed for				false

		1896						LN		54		16		false		           16     Ms. LaRue, but we'll get to that when we get to				false

		1897						LN		54		17		false		           17     Ms. LaRue as well.				false

		1898						LN		54		18		false		           18                        JUDGE FUKANO:  And for this exhibit,				false

		1899						LN		54		19		false		           19     the Commission will again reserve ruling on this				false

		1900						LN		54		20		false		           20     exhibit pending its -- the establishment of foundation				false

		1901						LN		54		21		false		           21     and the use proposed at the time of cross.				false

		1902						LN		54		22		false		           22                        MS. DeLAPPE:  If you're ready for me				false

		1903						LN		54		23		false		           23     to proceed.				false

		1904						LN		54		24		false		           24                        JUDGE FUKANO:  Just one moment.				false

		1905						LN		54		25		false		           25                        MS. DeLAPPE:  Okay.				false

		1906						PG		55		0		false		page 55				false

		1907						LN		55		1		false		            1                        JUDGE FUKANO:  I want to make sure				false

		1908						LN		55		2		false		            2     I'm properly noting.				false

		1909						LN		55		3		false		            3          And related to the comment about microphones, if				false

		1910						LN		55		4		false		            4     you are speaking, please do activate your cameras also				false

		1911						LN		55		5		false		            5     for the benefit of those on Zoom.				false

		1912						LN		55		6		false		            6          Please proceed to IC-43.				false

		1913						LN		55		7		false		            7                        MS. DeLAPPE:  Thank you.				false

		1914						LN		55		8		false		            8          IC-43X is Captain Carlson's own testimony in the				false

		1915						LN		55		9		false		            9     last case in -- it's an excerpt.  And I believe it will				false

		1916						LN		55		10		false		           10     be very clear in the cross-examination testimony what				false

		1917						LN		55		11		false		           11     that short excerpt is about.  It's just a very small				false

		1918						LN		55		12		false		           12     point.				false

		1919						LN		55		13		false		           13                        JUDGE FUKANO:  Response from PSP?				false

		1920						LN		55		14		false		           14                        MR. STARKEY:  I just want to				false

		1921						LN		55		15		false		           15     clarify.  So IC-33, my understanding is that this is a				false

		1922						LN		55		16		false		           16     question and answer, a transcript from the 2023				false

		1923						LN		55		17		false		           17     hearing.  One thing that we would like to note is that				false

		1924						LN		55		18		false		           18     that question and answer was objected to by Ms. DeLappe				false

		1925						LN		55		19		false		           19     and that objection was sustained, meaning that line of				false

		1926						LN		55		20		false		           20     questioning was effectively stricken from the record.				false

		1927						LN		55		21		false		           21     And we believe that it would be inappropriate to use a				false

		1928						LN		55		22		false		           22     transcript from a prior hearing for question and answer				false

		1929						LN		55		23		false		           23     that -- where the objection was sustained.				false

		1930						LN		55		24		false		           24                        JUDGE FUKANO:  The Commission agrees				false

		1931						LN		55		25		false		           25     with PSP that the objection to the question was				false

		1932						PG		56		0		false		page 56				false

		1933						LN		56		1		false		            1     sustained, and so the -- it would be improper to use				false

		1934						LN		56		2		false		            2     the answer to an objection and sustained question for				false

		1935						LN		56		3		false		            3     purposes of cross in this case.  So we'll sustain				false

		1936						LN		56		4		false		            4     objection to IC-43X.				false

		1937						LN		56		5		false		            5          Then turning to AML-23X.				false

		1938						LN		56		6		false		            6                        MS. DeLAPPE:  For that exhibit,				false

		1939						LN		56		7		false		            7     which is testimony from one of the staff witnesses in				false

		1940						LN		56		8		false		            8     the first case that PSP brought, it's specifically				false

		1941						LN		56		9		false		            9     being presented for a point regarding PSP's equity				false

		1942						LN		56		10		false		           10     situation.				false

		1943						LN		56		11		false		           11          Ms. LaRue was a participant on staff in that case,				false

		1944						LN		56		12		false		           12     and she has presented evidence in this case regarding				false

		1945						LN		56		13		false		           13     equity.  And so we would like the opportunity to				false

		1946						LN		56		14		false		           14     establish foundation and to present it for that				false

		1947						LN		56		15		false		           15     purpose.				false

		1948						LN		56		16		false		           16                        JUDGE FUKANO:  Response from PSP?				false

		1949						LN		56		17		false		           17                        MR. STARKEY:  Yes, Your Honor.  Two				false

		1950						LN		56		18		false		           18     items.  One, as mentioned by Ms. DeLappe, this was				false

		1951						LN		56		19		false		           19     testimony from a -- not Ms. -- Ms. LaRue.  It was from				false

		1952						LN		56		20		false		           20     a staff witness in the 2019 case.  So we believe that				false

		1953						LN		56		21		false		           21     foundation is an issue.  We also have an issue with the				false

		1954						LN		56		22		false		           22     potential relevance here.  It is unclear what the				false

		1955						LN		56		23		false		           23     relevance would be, but I understand that they need to				false

		1956						LN		56		24		false		           24     establish foundation.				false

		1957						LN		56		25		false		           25                        JUDGE FUKANO:  Very good.				false

		1958						PG		57		0		false		page 57				false

		1959						LN		57		1		false		            1          Then the Commission will reserve ruling on this				false

		1960						LN		57		2		false		            2     exhibit pending foundation and establishment of				false

		1961						LN		57		3		false		            3     relevance.				false

		1962						LN		57		4		false		            4          Turning to AML 24X.				false

		1963						LN		57		5		false		            5                        MS. DeLAPPE:  That exhibit is also				false

		1964						LN		57		6		false		            6     in the similar situation as the exhibit we just				false

		1965						LN		57		7		false		            7     discussed.  It is also testimony from the same				false

		1966						LN		57		8		false		            8     individual in the same case.				false

		1967						LN		57		9		false		            9                        JUDGE FUKANO:  And I assume similar				false

		1968						LN		57		10		false		           10     objection from PSP?  Same grounds?				false

		1969						LN		57		11		false		           11                        MR. STARKEY:  Yes, Your Honor.				false

		1970						LN		57		12		false		           12                        JUDGE FUKANO:  Okay.  Then as with				false

		1971						LN		57		13		false		           13     the previous exhibit, the Commission will reserve				false

		1972						LN		57		14		false		           14     ruling on Exhibit AML-24X pending establishment of				false

		1973						LN		57		15		false		           15     foundation and relevancy as used in cross.				false

		1974						LN		57		16		false		           16          Now turning to AML-25X.				false

		1975						LN		57		17		false		           17                        MS. DeLAPPE:  That exhibit, those				false

		1976						LN		57		18		false		           18     are the long-form financial statements from PSP filed				false

		1977						LN		57		19		false		           19     by PSP's CPA witness in the last PSP case.  Ms. LaRue				false

		1978						LN		57		20		false		           20     is the person who is now the CPA witness in the current				false

		1979						LN		57		21		false		           21     case.  And we have presented that not as financial				false

		1980						LN		57		22		false		           22     statements that she prepared but as for a specific				false

		1981						LN		57		23		false		           23     point that's within those statements that she, I				false

		1982						LN		57		24		false		           24     believe, is aware of.  So we will establish foundation.				false

		1983						LN		57		25		false		           25                        JUDGE FUKANO:  Response from PSP.				false

		1984						PG		58		0		false		page 58				false

		1985						LN		58		1		false		            1                        MR. STARKEY:  Thank you, Your Honor.				false

		1986						LN		58		2		false		            2     This is from the 2021 pilot financial statements, so				false

		1987						LN		58		3		false		            3     they're particularly old.  They were not prepared by				false

		1988						LN		58		4		false		            4     Ms. LaRue, and her testimony primarily focuses on rate				false

		1989						LN		58		5		false		            5     methodology.  So we do have foundation.  We also have				false

		1990						LN		58		6		false		            6     relevance concerns as well.				false

		1991						LN		58		7		false		            7                        JUDGE FUKANO:  Thank you.				false

		1992						LN		58		8		false		            8          As with the first two, the Commission will reserve				false

		1993						LN		58		9		false		            9     ruling, subject to additional foundation and relevancy				false

		1994						LN		58		10		false		           10     as determined through questioning.				false

		1995						LN		58		11		false		           11          Turning to AML-26X.				false

		1996						LN		58		12		false		           12                        MS. DeLAPPE:  That exhibit is				false

		1997						LN		58		13		false		           13     similar to the prior one that we just spoke of.  It was				false

		1998						LN		58		14		false		           14     Exhibit JJN-03 in the last rate case, presented by the				false

		1999						LN		58		15		false		           15     same CPA witness.  And there's a specific point that				false

		2000						LN		58		16		false		           16     we'd like to address that's in that exhibit that we				false

		2001						LN		58		17		false		           17     would establish foundation during testimony to address				false

		2002						LN		58		18		false		           18     with her.				false

		2003						LN		58		19		false		           19                        JUDGE FUKANO:  And so I believe that				false

		2004						LN		58		20		false		           20     that is addressing AML-27X, but we will --				false

		2005						LN		58		21		false		           21                        MS. DeLAPPE:  Excuse me.  Thank you.				false

		2006						LN		58		22		false		           22                        JUDGE FUKANO:  But we will proceed				false

		2007						LN		58		23		false		           23     with that --				false

		2008						LN		58		24		false		           24                        MS. DeLAPPE:  Thank you.				false

		2009						LN		58		25		false		           25                        JUDGE FUKANO:  -- now.				false

		2010						PG		59		0		false		page 59				false

		2011						LN		59		1		false		            1          Response from PSP.				false

		2012						LN		59		2		false		            2                        MR. STARKEY:  Just to clarify, we're				false

		2013						LN		59		3		false		            3     talking about the financial statement presentation?				false

		2014						LN		59		4		false		            4                        MS. DeLAPPE:  Yes.				false

		2015						LN		59		5		false		            5                        MR. STARKEY:  Yes, Your Honor.  So				false

		2016						LN		59		6		false		            6     with that one, Ms. LaRue was not involved in creating				false

		2017						LN		59		7		false		            7     these.  She was not even a witness in the case.  And				false

		2018						LN		59		8		false		            8     she did not prepare these.				false

		2019						LN		59		9		false		            9                        JUDGE FUKANO:  Thank you.				false

		2020						LN		59		10		false		           10          As with the other exhibits, we will reserve ruling				false

		2021						LN		59		11		false		           11     on that, subject to laying of additional foundation and				false

		2022						LN		59		12		false		           12     relevancy.				false

		2023						LN		59		13		false		           13          Then turning to AML-26X.				false

		2024						LN		59		14		false		           14                        MS. DeLAPPE:  Yes.  Now, that one is				false

		2025						LN		59		15		false		           15     a fuller portion, as Mr. Starkey observed, of IC-41X,				false

		2026						LN		59		16		false		           16     so it is the same actuarial testimony, and we are				false

		2027						LN		59		17		false		           17     presenting it for a very finite issue.  We are not				false

		2028						LN		59		18		false		           18     assuming that Ms. LaRue is an actuary, but we do				false

		2029						LN		59		19		false		           19     believe that she is aware of the specific point that we				false

		2030						LN		59		20		false		           20     are presenting that exhibit for.				false

		2031						LN		59		21		false		           21                        JUDGE FUKANO:  Response from PSP.				false

		2032						LN		59		22		false		           22                        MR. STARKEY:  Similar to what we				false

		2033						LN		59		23		false		           23     said before, she was not a witness in the proceeding,				false

		2034						LN		59		24		false		           24     and we believe that there are foundation and relevancy				false

		2035						LN		59		25		false		           25     issues.				false

		2036						PG		60		0		false		page 60				false

		2037						LN		60		1		false		            1                        JUDGE FUKANO:  Thank you.				false

		2038						LN		60		2		false		            2          As with the other exhibits, the Commission will				false

		2039						LN		60		3		false		            3     reserve ruling on that, subject to the laying of				false

		2040						LN		60		4		false		            4     additional foundation and establishment of relevancy.				false

		2041						LN		60		5		false		            5          And with the exception of the seven exhibits that				false

		2042						LN		60		6		false		            6     the Commission has reserved ruling on and the one				false

		2043						LN		60		7		false		            7     exhibit that the Commission has rejected, the				false

		2044						LN		60		8		false		            8     Commission will admit all other prefiled testimony and				false

		2045						LN		60		9		false		            9     exhibits in this matter.				false

		2046						LN		60		10		false		           10                               (Pertinent exhibits				false

		2047						LN		60		11		false		           11                                admitted.)				false

		2048						LN		60		12		false		           12				false

		2049						LN		60		13		false		           13                        JUDGE FUKANO:  Are there any other				false

		2050						LN		60		14		false		           14     matters to address prior to proceeding to opening				false

		2051						LN		60		15		false		           15     statements?				false

		2052						LN		60		16		false		           16          Hearing nothing, then we shall proceed.				false

		2053						LN		60		17		false		           17          PSP, would you like to make an opening statement?				false

		2054						LN		60		18		false		           18                        MS. CARSON:  Yes, Your Honor.  Thank				false

		2055						LN		60		19		false		           19     you.  Just one moment.				false

		2056						LN		60		20		false		           20          Good morning, Commissioners.  Thank you for the				false

		2057						LN		60		21		false		           21     opportunity to provide this opening statement.  I'm				false

		2058						LN		60		22		false		           22     going to address three issues:  First, the brief				false

		2059						LN		60		23		false		           23     history of regulation of Puget Sound Pilots by the				false

		2060						LN		60		24		false		           24     Commission; second, key Puget Sound Pilot requests,				false

		2061						LN		60		25		false		           25     including total distributed net income, or TDNI, and				false

		2062						PG		61		0		false		page 61				false

		2063						LN		61		1		false		            1     pension status and funding; and, third, the weight of				false

		2064						LN		61		2		false		            2     the evidence.				false

		2065						LN		61		3		false		            3          First, regarding the brief history of regulation.				false

		2066						LN		61		4		false		            4     This is only the third rate case of Puget Sound Pilots				false

		2067						LN		61		5		false		            5     before this Commission.  As compared to other				false

		2068						LN		61		6		false		            6     industries that have been regulated by the Commission				false

		2069						LN		61		7		false		            7     for decades, pilotage is still in its infancy in terms				false

		2070						LN		61		8		false		            8     of regulation by the Commission.  We're all still				false

		2071						LN		61		9		false		            9     trying to figure out what methodologies are appropriate				false

		2072						LN		61		10		false		           10     for this industry.				false

		2073						LN		61		11		false		           11          There have been three ratemaking workshops since				false

		2074						LN		61		12		false		           12     the final order in Docket 220513 where topics like DNI,				false

		2075						LN		61		13		false		           13     rate of return, methodology, operating margin,				false

		2076						LN		61		14		false		           14     transportation charge were addressed.				false

		2077						LN		61		15		false		           15          PSP has taken care in this case to comply with				false

		2078						LN		61		16		false		           16     terms and Commission directives in prior orders.  PSP's				false

		2079						LN		61		17		false		           17     GRC filing is more narrowly tailored to address issues				false

		2080						LN		61		18		false		           18     properly before the Commission.  PSP complied with				false

		2081						LN		61		19		false		           19     requirements between rate cases; for example, keeping				false

		2082						LN		61		20		false		           20     the Commission apprised of progress on its multiple				false

		2083						LN		61		21		false		           21     employer-defined benefit plan and filing status updates				false

		2084						LN		61		22		false		           22     every 60 days.				false

		2085						LN		61		23		false		           23          PSP participated in the ratemaking workshops and,				false

		2086						LN		61		24		false		           24     in fact, in this case, is proposing an operating margin				false

		2087						LN		61		25		false		           25     that was presented at the workshop.				false

		2088						PG		62		0		false		page 62				false

		2089						LN		62		1		false		            1          And in this case, Puget Sound Pilots has provided				false

		2090						LN		62		2		false		            2     substantial evidence on topics that the Commission said				false

		2091						LN		62		3		false		            3     lacked evidentiary support in the past cases.  For				false

		2092						LN		62		4		false		            4     example, a robust pilot compensation study and support				false

		2093						LN		62		5		false		            5     for transportation charge and affiliate -- affiliated				false

		2094						LN		62		6		false		            6     interests.				false

		2095						LN		62		7		false		            7          Dual regulation can be thorny.  But the Commission				false

		2096						LN		62		8		false		            8     has set up guiding principles that should be followed				false

		2097						LN		62		9		false		            9     in this case and in pilotage in general.				false

		2098						LN		62		10		false		           10          In the 2022 Docket 220513, in Paragraph 158, the				false

		2099						LN		62		11		false		           11     Commission said, Although the facts and circumstances				false

		2100						LN		62		12		false		           12     may vary over time, rate-setting proceedings before the				false

		2101						LN		62		13		false		           13     Commission should support the provision of pilotage				false

		2102						LN		62		14		false		           14     services deemed necessary by the BPC, the Board of				false

		2103						LN		62		15		false		           15     Pilotage Commission.				false

		2104						LN		62		16		false		           16          And in Paragraph 49 of that order, the Commission				false

		2105						LN		62		17		false		           17     was even more direct:  We must respect and support the				false

		2106						LN		62		18		false		           18     BPC's jurisdiction as a safety regulator and licensing				false

		2107						LN		62		19		false		           19     authority.  The BPC must determine the number of				false

		2108						LN		62		20		false		           20     authorized pilots, any appropriate target assignment				false

		2109						LN		62		21		false		           21     levels, appropriate rest rules, and any other				false

		2110						LN		62		22		false		           22     safety-related obligations.  Rate cases before the				false

		2111						LN		62		23		false		           23     Commission are an opportunity for Puget Sound Pilots to				false

		2112						LN		62		24		false		           24     recover the cost of providing these pilotage services,				false

		2113						LN		62		25		false		           25     not what these services should be.				false

		2114						PG		63		0		false		page 63				false

		2115						LN		63		1		false		            1          So in this case, the BPC has spoken on several				false

		2116						LN		63		2		false		            2     issues that are relevant to this proceeding, including				false

		2117						LN		63		3		false		            3     a change to the target assignment level since the last				false

		2118						LN		63		4		false		            4     case and an increase in the number of authorized				false

		2119						LN		63		5		false		            5     pilots.  And PSP respectfully requests the Commission				false

		2120						LN		63		6		false		            6     support the provision of pilotage services deemed				false

		2121						LN		63		7		false		            7     necessary by the BPC.				false

		2122						LN		63		8		false		            8          So, second, I want to just briefly look at a				false
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		2363						LN		72		15		false		           15     is the pilot's own choice, but rather on limiting rates				false

		2364						LN		72		16		false		           16     to market-based -- a market-based contribution.				false

		2365						LN		72		17		false		           17          In Final Order 09, the Commission put an end to				false

		2366						LN		72		18		false		           18     intergenerational inequity with respect to callbacks.				false

		2367						LN		72		19		false		           19     The time has come for the Commission to put an end to				false

		2368						LN		72		20		false		           20     this same problem with respect to retirement.				false

		2369						LN		72		21		false		           21          On expenses, the parties are all in the same				false

		2370						LN		72		22		false		           22     ballpark once you take the retirement out of the				false

		2371						LN		72		23		false		           23     question.  PMSA asks the Commission to scrutinize PSP's				false

		2372						LN		72		24		false		           24     continued attempts to recover commuting costs and				false

		2373						LN		72		25		false		           25     callback expenses and also to deny excessive rate case				false

		2374						PG		73		0		false		page 73				false

		2375						LN		73		1		false		            1     fees driven by relitigating settled issues.  Now our				false

		2376						LN		73		2		false		            2     third time around, PSP's rate case expenses should be				false

		2377						LN		73		3		false		            3     going down, not up.				false

		2378						LN		73		4		false		            4          The established formulas work.  PMSA and staff are				false

		2379						LN		73		5		false		            5     closely aligned because both apply the Commission's				false

		2380						LN		73		6		false		            6     framework to the current evidence.  PSP's positions are				false

		2381						LN		73		7		false		            7     outliers precisely because they do not.  We ask the				false

		2382						LN		73		8		false		            8     Commission to stay the course and to continue to carry				false

		2383						LN		73		9		false		            9     forward the reasonable framework established in prior				false

		2384						LN		73		10		false		           10     cases.  The evidence will demonstrate that PMSA's				false

		2385						LN		73		11		false		           11     recommendations are fair, just, reasonable, and				false

		2386						LN		73		12		false		           12     sufficient for both the pilots and the customers they				false

		2387						LN		73		13		false		           13     serve.				false

		2388						LN		73		14		false		           14          Thank you for the opportunity to participate.				false

		2389						LN		73		15		false		           15                        JUDGE FUKANO:  Thank you.				false

		2390						LN		73		16		false		           16          Would it be a good time to just take a quick				false

		2391						LN		73		17		false		           17     five-minute break before turning to cross-examination				false

		2392						LN		73		18		false		           18     of witnesses?  Seeing some agreement.				false

		2393						LN		73		19		false		           19          We will be off the record for about five minutes,				false

		2394						LN		73		20		false		           20     returning at 10:06.				false

		2395						LN		73		21		false		           21                               (Pause in proceedings from				false

		2396						LN		73		22		false		           22                                10:01 a.m. to 10:12 a.m.)				false

		2397						LN		73		23		false		           23				false

		2398						LN		73		24		false		           24                        JUDGE FUKANO:  Let's be back on the				false

		2399						LN		73		25		false		           25     record.  It is approximately 10:12 a.m.				false

		2400						PG		74		0		false		page 74				false

		2401						LN		74		1		false		            1          And our first witness for this morning will be				false

		2402						LN		74		2		false		            2     captain Ivan Carlson.  I see you already have your				false

		2403						LN		74		3		false		            3     camera activated.				false

		2404						LN		74		4		false		            4          Please raise your hand, and I will swear you in.				false

		2405						LN		74		5		false		            5          Do you swear or affirm the testimony that you				false

		2406						LN		74		6		false		            6     provide today is the truth and nothing but the truth?				false

		2407						LN		74		7		false		            7                        THE WITNESS:  I do.				false

		2408						LN		74		8		false		            8                        JUDGE FUKANO:  And apologies.  Would				false

		2409						LN		74		9		false		            9     you speak into the microphone.				false

		2410						LN		74		10		false		           10                        THE WITNESS:  I do.				false

		2411						LN		74		11		false		           11          Can you hear me?				false

		2412						LN		74		12		false		           12                        JUDGE FUKANO:  I can't hear.  You				false

		2413						LN		74		13		false		           13     have to get pretty close to the...				false

		2414						LN		74		14		false		           14                        THE WITNESS:  I do.				false

		2415						LN		74		15		false		           15                        JUDGE FUKANO:  There we go.  Thank				false

		2416						LN		74		16		false		           16     you.				false

		2417						LN		74		17		false		           17          Would counsel please introduce the witness and				false

		2418						LN		74		18		false		           18     tender them for cross.  Please note if there are any				false

		2419						LN		74		19		false		           19     additional corrections to the prefiled testimony.				false

		2420						LN		74		20		false		           20				false

		2421						LN		74		21		false		           21				false

		2422						LN		74		22		false		           22     IVAN CARLSON, JR.,          having been first duly sworn				false

		2423						LN		74		23		false		           23                                 by Administrative Law Judge				false

		2424						LN		74		24		false		           24                                 Fukano, was examined and				false

		2425						LN		74		25		false		           25                                 testified as follows:				false

		2426						PG		75		0		false		page 75				false

		2427						LN		75		1		false		            1                        DIRECT EXAMINATION				false

		2428						LN		75		2		false		            2     BY MS. CARSON:				false

		2429						LN		75		3		false		            3  Q  Good morning, Captain Carlson.  Please state your name				false

		2430						LN		75		4		false		            4     and title, and spell your name for the court reporter.				false

		2431						LN		75		5		false		            5  A  Ivan Carlson -- that's I-v-a-n C-a-r-l-s-o-n -- Jr.				false

		2432						LN		75		6		false		            6     I'm the president of Puget Sound Pilots.				false

		2433						LN		75		7		false		            7  Q  Captain Carlson, do you have before you what have been				false

		2434						LN		75		8		false		            8     marked for identification as Exhibit Nos. IC-1T through				false

		2435						LN		75		9		false		            9     IC-36 in Docket 250574?				false

		2436						LN		75		10		false		           10  A  I do.				false

		2437						LN		75		11		false		           11  Q  These exhibits constitute your prefiled direct and				false

		2438						LN		75		12		false		           12     rebuttal testimony and related exhibits in this				false

		2439						LN		75		13		false		           13     proceeding?				false

		2440						LN		75		14		false		           14  A  It is.				false

		2441						LN		75		15		false		           15  Q  Were these exhibits prepared under your supervision and				false

		2442						LN		75		16		false		           16     direction?				false

		2443						LN		75		17		false		           17  A  Yes.				false

		2444						LN		75		18		false		           18  Q  Do you have any corrections to these exhibits?				false

		2445						LN		75		19		false		           19  A  Well, IC-32, which we discussed earlier.  Other than				false

		2446						LN		75		20		false		           20     that, no.				false

		2447						LN		75		21		false		           21                        MS. CARSON:  Thank you.				false

		2448						LN		75		22		false		           22          Your Honor, PSP offers exhibits -- well, the				false

		2449						LN		75		23		false		           23     exhibits have already been admitted into evidence, but				false

		2450						LN		75		24		false		           24     we offer Captain Carlson for cross-examination.				false

		2451						LN		75		25		false		           25                        JUDGE FUKANO:  Thank you.				false

		2452						PG		76		0		false		page 76				false

		2453						LN		76		1		false		            1          Staff indicated cross for this witness.  You may				false

		2454						LN		76		2		false		            2     proceed.				false

		2455						LN		76		3		false		            3                        MR. ROBERSON:  Staff has actually				false

		2456						LN		76		4		false		            4     determined it has no questions for Captain Carlson.				false

		2457						LN		76		5		false		            5     But if I could take a moment.  It appears I was				false

		2458						LN		76		6		false		            6     optimistic this morning when I said that we were				false

		2459						LN		76		7		false		            7     attempting to file the testimony and probably had done				false

		2460						LN		76		8		false		            8     so.  There was a hiccup.  We're trying to file it now.				false

		2461						LN		76		9		false		            9     So we will have it in soon.				false

		2462						LN		76		10		false		           10                        JUDGE FUKANO:  Understood.  Thank				false

		2463						LN		76		11		false		           11     you.				false

		2464						LN		76		12		false		           12          Then we will proceed with PMSA indicated cross for				false

		2465						LN		76		13		false		           13     this witness.  You may proceed.				false

		2466						LN		76		14		false		           14                        MS. DeLAPPE:  Thank you.				false

		2467						LN		76		15		false		           15				false

		2468						LN		76		16		false		           16                        CROSS-EXAMINATION				false

		2469						LN		76		17		false		           17     BY MS. DeLAPPE:				false

		2470						LN		76		18		false		           18  Q  Captain Carlson, the PSP is asking the Commission to				false

		2471						LN		76		19		false		           19     approve roughly a 52 percent revenue requirement				false

		2472						LN		76		20		false		           20     increase over the test year, correct?				false

		2473						LN		76		21		false		           21  A  Yes.				false

		2474						LN		76		22		false		           22  Q  And you're asking for a drop in total assignments?				false

		2475						LN		76		23		false		           23  A  Well, we would prefer to not have a drop in total				false

		2476						LN		76		24		false		           24     assignments.  So, no, we're not asking for one.				false

		2477						LN		76		25		false		           25  Q  Are you -- would you agree that you are asking for				false

		2478						PG		77		0		false		page 77				false

		2479						LN		77		1		false		            1     revenue based on what was, in 2024, you had 7,588				false

		2480						LN		77		2		false		            2     assignments, and in your amended exhibit, IC-32, it's				false

		2481						LN		77		3		false		            3     now 7,114?				false

		2482						LN		77		4		false		            4  A  Yes.				false

		2483						LN		77		5		false		            5  Q  And that's the same as asking the Commission to approve				false

		2484						LN		77		6		false		            6     a revenue requirement based on a decrease in total				false

		2485						LN		77		7		false		            7     pilot productivity, isn't it?				false

		2486						LN		77		8		false		            8  A  No.  It's not based on a decrease.  That's not the				false

		2487						LN		77		9		false		            9     reason we're asking for a revenue increase.				false

		2488						LN		77		10		false		           10  Q  It is, however, coinciding with a decrease?				false

		2489						LN		77		11		false		           11  A  It is coinciding with a decrease, yes.				false

		2490						LN		77		12		false		           12  Q  You're asking -- so you're asking for -- also for a				false

		2491						LN		77		13		false		           13     drop in average assignments from 138 in the test year				false

		2492						LN		77		14		false		           14     to 123 in the rate year?				false

		2493						LN		77		15		false		           15  A  No.  I want to be clear.  We're asking for the -- the				false

		2494						LN		77		16		false		           16     UTC Commissioners to fund the number of authorized				false

		2495						LN		77		17		false		           17     pilots.  Whatever that number is, that's what we want				false

		2496						LN		77		18		false		           18     funding for.				false

		2497						LN		77		19		false		           19  Q  And that is based on an assignment level of 123 instead				false

		2498						LN		77		20		false		           20     of the average assignment level of 138 in the test				false

		2499						LN		77		21		false		           21     year?				false

		2500						LN		77		22		false		           22  A  123 is a number that our safety regulator recommends,				false

		2501						LN		77		23		false		           23     and that's a number that got them to 60.				false

		2502						LN		77		24		false		           24  Q  Captain Carlson, you're not actually answering my				false

		2503						LN		77		25		false		           25     question.  So if -- I remember that we've had this				false

		2504						PG		78		0		false		page 78				false

		2505						LN		78		1		false		            1     issue in prior years.  If you could listen very				false

		2506						LN		78		2		false		            2     carefully to my question.				false

		2507						LN		78		3		false		            3          You are asking for funding that is based on an				false

		2508						LN		78		4		false		            4     assignment level of 123 assignments per pilot; is that				false

		2509						LN		78		5		false		            5     correct?				false

		2510						LN		78		6		false		            6  A  Currently, the pilot commission said the -- no --				false

		2511						LN		78		7		false		            7  Q  That is not the answer to my question.				false

		2512						LN		78		8		false		            8          You -- PSP is -- PSP is requesting funding from				false

		2513						LN		78		9		false		            9     this Commission based on an assignment level of 123; is				false

		2514						LN		78		10		false		           10     that correct?				false

		2515						LN		78		11		false		           11  A  No.				false

		2516						LN		78		12		false		           12  Q  So you want to proceed with an average assignment level				false

		2517						LN		78		13		false		           13     of 138 for rate-setting purposes?				false

		2518						LN		78		14		false		           14  A  Ms. DeLappe, we're asking for funding for -- for 60				false

		2519						LN		78		15		false		           15     pilots.  That's the number that our safety regulator				false

		2520						LN		78		16		false		           16     set it at.				false

		2521						LN		78		17		false		           17  Q  Captain Carlson, would you agree that the BPC set that				false

		2522						LN		78		18		false		           18     number of pilots based on 123 assignment per pilot per				false

		2523						LN		78		19		false		           19     year?				false

		2524						LN		78		20		false		           20  A  I would agree that they based it on 123 plus the				false

		2525						LN		78		21		false		           21     president plus an average of one pilot not fit for				false

		2526						LN		78		22		false		           22     duty.				false

		2527						LN		78		23		false		           23  Q  Wonderful.  We'll cover that later in your testimony.				false

		2528						LN		78		24		false		           24          Captain Carlson, you have participated as PSP's				false

		2529						LN		78		25		false		           25     lead witness in all three pilotage rate cases before				false

		2530						PG		79		0		false		page 79				false

		2531						LN		79		1		false		            1     this Commission, correct?				false

		2532						LN		79		2		false		            2  A  Yes.				false

		2533						LN		79		3		false		            3  Q  And you've been president of PSP for all three?				false

		2534						LN		79		4		false		            4  A  No.  I was president --				false

		2535						LN		79		5		false		            5  Q  Vice president.				false

		2536						LN		79		6		false		            6  A  -- for the last one, yes.				false

		2537						LN		79		7		false		            7  Q  Okay.  You were vice president for the first one.				false

		2538						LN		79		8		false		            8  A  Yes.				false

		2539						LN		79		9		false		            9  Q  And you're familiar with Final Order 09 issued in the				false

		2540						LN		79		10		false		           10     first pilot rate case?				false

		2541						LN		79		11		false		           11  A  I am.				false

		2542						LN		79		12		false		           12  Q  In Final Order 09, the Commission adopted what it				false

		2543						LN		79		13		false		           13     called the average assignment level, or what we will				false

		2544						LN		79		14		false		           14     call AAL, for purposes of rate setting, correct?				false

		2545						LN		79		15		false		           15  A  I'm familiar that is what the Commission did then, yes.				false

		2546						LN		79		16		false		           16  Q  And in Order 09, the Commission specifically said it				false

		2547						LN		79		17		false		           17     was using AAL to determine the number of funded pilots				false

		2548						LN		79		18		false		           18     to make clear that it was not using the BPC-adopted				false

		2549						LN		79		19		false		           19     targeted assignment level, or TAL, correct?				false

		2550						LN		79		20		false		           20  A  At that time, the BPC maintained that there wasn't a				false

		2551						LN		79		21		false		           21     TAL.				false

		2552						LN		79		22		false		           22  Q  Did your attorney not just state in opening that there				false

		2553						LN		79		23		false		           23     was a TAL of 144 at that time?				false

		2554						LN		79		24		false		           24  A  That she did.  And that's because the pilots said there				false

		2555						LN		79		25		false		           25     was a TAL of 145.  But if you look at the record, they				false

		2556						PG		80		0		false		page 80				false

		2557						LN		80		1		false		            1     said, We're not setting it -- we're not adjusting the				false

		2558						LN		80		2		false		            2     TAL.				false

		2559						LN		80		3		false		            3          And so PMSA and staff, they both thought that they				false

		2560						LN		80		4		false		            4     can go with an AAL, and that's what the -- that's what				false

		2561						LN		80		5		false		            5     the Commissioners did, and that was appropriate at that				false

		2562						LN		80		6		false		            6     time.				false

		2563						LN		80		7		false		            7  Q  Captain Carlson, I think you've established what I				false

		2564						LN		80		8		false		            8     wanted to get, which is that the TAL at that time was				false

		2565						LN		80		9		false		            9     145.				false

		2566						LN		80		10		false		           10          And the Commission specifically distinguished its				false

		2567						LN		80		11		false		           11     role in Final Order 09 as economic regulator distinct				false

		2568						LN		80		12		false		           12     from the BPC's role as the safety and licensing				false

		2569						LN		80		13		false		           13     authority, correct?				false

		2570						LN		80		14		false		           14  A  That's correct.				false

		2571						LN		80		15		false		           15  Q  And in the second PSP rate case, in Final Order 08, the				false

		2572						LN		80		16		false		           16     Commission reaffirmed its limited role as economic				false

		2573						LN		80		17		false		           17     regulator and again used an AAL methodology to				false

		2574						LN		80		18		false		           18     determine the number of funded pilots, right?				false

		2575						LN		80		19		false		           19  A  They said it was consistent with the AAL, but they also				false

		2576						LN		80		20		false		           20     said some other things too.  And I think our attorney				false

		2577						LN		80		21		false		           21     also read Paragraph 49 too.				false

		2578						LN		80		22		false		           22  Q  And I'm looking at Final Order 08, Paragraphs 157 and				false

		2579						LN		80		23		false		           23     158, since I see that you're searching in your binder.				false

		2580						LN		80		24		false		           24          If you could turn to those pages of Final				false

		2581						LN		80		25		false		           25     Order 08.				false

		2582						PG		81		0		false		page 81				false

		2583						LN		81		1		false		            1          Do you see --				false

		2584						LN		81		2		false		            2  A  I'm at Paragraph 157.				false

		2585						LN		81		3		false		            3  Q  Paragraph 157.				false

		2586						LN		81		4		false		            4          Do you see where it says, "By determining the				false

		2587						LN		81		5		false		            5     number of funded pilots based on an averaging of recent				false

		2588						LN		81		6		false		            6     pilot assignments, the Commission determines PSP's				false

		2589						LN		81		7		false		            7     additional annual revenue requirement and provides				false

		2590						LN		81		8		false		            8     reasonable compensation to pilots without intruding				false

		2591						LN		81		9		false		            9     into areas properly reserved for the BPC"?				false

		2592						LN		81		10		false		           10          Do you see that?				false

		2593						LN		81		11		false		           11  A  Can you read that for me again, please.				false

		2594						LN		81		12		false		           12  Q  You're in Final Order 08?				false

		2595						LN		81		13		false		           13  A  I'm in Final Order 08, at Paragraph 157.				false

		2596						LN		81		14		false		           14  Q  So in 157 and 158, you should see where it says, "By				false

		2597						LN		81		15		false		           15     determining the number of funded pilots based on an				false

		2598						LN		81		16		false		           16     averaging of recent pilot assignments, the Commission				false

		2599						LN		81		17		false		           17     determines PSP's additional annual revenue requirement				false

		2600						LN		81		18		false		           18     and provides reasonable compensation to pilots without				false

		2601						LN		81		19		false		           19     intruding into areas properly reserved for BPC."				false

		2602						LN		81		20		false		           20  A  That's not what -- that's not what I read.  I read,				false

		2603						LN		81		21		false		           21     "The Commission adopted staff's Proposal 4 determining				false

		2604						LN		81		22		false		           22     an AAL based on a five-year average of pilot				false

		2605						LN		81		23		false		           23     assignments."				false

		2606						LN		81		24		false		           24  Q  Can you look at the last half of Paragraph 158.				false

		2607						LN		81		25		false		           25                        COMMISSIONER RENDAHL:  Ms. DeLappe --				false

		2608						PG		82		0		false		page 82				false

		2609						LN		82		1		false		            1                        MS. DeLAPPE:  And I'm sorry.  I				false

		2610						LN		82		2		false		            2     didn't have --				false

		2611						LN		82		3		false		            3                        THE WITNESS:  You said 157.  I'm				false

		2612						LN		82		4		false		            4     sorry.				false

		2613						LN		82		5		false		            5                        MS. DeLAPPE:  Yes.  There were the				false

		2614						LN		82		6		false		            6     two paragraphs.				false

		2615						LN		82		7		false		            7  Q  (By Ms. DeLappe)  If you could look at the last half of				false

		2616						LN		82		8		false		            8     the Paragraph 158.				false

		2617						LN		82		9		false		            9          Do you see there the language that I stated?				false

		2618						LN		82		10		false		           10  A  Yes.				false

		2619						LN		82		11		false		           11  Q  Thank you.				false

		2620						LN		82		12		false		           12                        COMMISSIONER RENDAHL:  Ms. DeLappe,				false

		2621						LN		82		13		false		           13     before you go further, what exhibit number --				false

		2622						LN		82		14		false		           14                        JUDGE FUKANO:  One moment.				false

		2623						LN		82		15		false		           15                        COMMISSIONER RENDAHL:  -- are we				false

		2624						LN		82		16		false		           16     referring to?  This is Commissioner Rendahl.  Sorry I'm				false

		2625						LN		82		17		false		           17     not there in the hearing room.				false

		2626						LN		82		18		false		           18          What exhibit number is the final order?  Is it				false

		2627						LN		82		19		false		           19     included in the exhibits, or are we just referring				false

		2628						LN		82		20		false		           20     to --				false

		2629						LN		82		21		false		           21                        CHAIR RYBARIK:  Commissioner				false

		2630						LN		82		22		false		           22     Rendahl, we're having a really hard time hearing you.				false

		2631						LN		82		23		false		           23     It's quiet.				false

		2632						LN		82		24		false		           24                        MS. DeLAPPE:  I believe I did hear				false

		2633						LN		82		25		false		           25     enough to say that Final Order 08 is not an exhibit.				false

		2634						PG		83		0		false		page 83				false

		2635						LN		83		1		false		            1     We're citing it as authority.				false

		2636						LN		83		2		false		            2                        COMMISSIONER RENDAHL:  Thank you.				false

		2637						LN		83		3		false		            3     I'll try to --				false

		2638						LN		83		4		false		            4                        MS. DeLAPPE:  Thank you.				false

		2639						LN		83		5		false		            5                        COMMISSIONER RENDAHL:  -- work on				false

		2640						LN		83		6		false		            6     the microphone here.				false

		2641						LN		83		7		false		            7                        JUDGE FUKANO:  We should -- let's				false

		2642						LN		83		8		false		            8     take a brief recess to see if we can resolve the				false

		2643						LN		83		9		false		            9     technical issue with Commissioner Rendahl's output.				false

		2644						LN		83		10		false		           10     The court reporter is unable to hear her statements,				false

		2645						LN		83		11		false		           11     and so we will take a five-minute recess and be off the				false

		2646						LN		83		12		false		           12     record to resolve this technical issue.  Thank you.				false

		2647						LN		83		13		false		           13     Thank you for your patience.				false

		2648						LN		83		14		false		           14                               (Pause in proceedings from				false

		2649						LN		83		15		false		           15                                10:24 a.m. to 10:26 a.m.)				false

		2650						LN		83		16		false		           16				false

		2651						LN		83		17		false		           17                        JUDGE FUKANO:  We will be back on				false

		2652						LN		83		18		false		           18     the record.  It is approximately 10:26 a.m.				false

		2653						LN		83		19		false		           19          We are in the midst of the cross of Captain				false

		2654						LN		83		20		false		           20     Carlson by PMSA.  Commissioner Rendahl had a question				false

		2655						LN		83		21		false		           21     that was not captured by the court reporter, so we will				false

		2656						LN		83		22		false		           22     begin by repeating the question that Commissioner				false

		2657						LN		83		23		false		           23     Rendahl had.				false

		2658						LN		83		24		false		           24                        COMMISSIONER RENDAHL:  Thank you for				false

		2659						LN		83		25		false		           25     your patience.  Technical difficulties.				false

		2660						PG		84		0		false		page 84				false

		2661						LN		84		1		false		            1          My question to Ms. DeLappe was what exhibit number				false

		2662						LN		84		2		false		            2     this -- was the Commission's Order 08, or were we				false

		2663						LN		84		3		false		            3     referring to it merely as a -- referring to the				false

		2664						LN		84		4		false		            4     citation for, you know, taking official notice of that.				false

		2665						LN		84		5		false		            5                        JUDGE FUKANO:  Thank you.  And we				false

		2666						LN		84		6		false		            6     have that now properly transcribed, and we can proceed.				false

		2667						LN		84		7		false		            7                        MS. DeLAPPE:  Thank you.				false

		2668						LN		84		8		false		            8  Q  (By Ms. DeLappe)  Captain Carlson, you recognize, then,				false

		2669						LN		84		9		false		            9     that in these two past orders, the Commission has				false

		2670						LN		84		10		false		           10     stated that AAL is important?				false

		2671						LN		84		11		false		           11  A  I rec- -- excuse me.				false

		2672						LN		84		12		false		           12          I recognize that the Commission said that they				false

		2673						LN		84		13		false		           13     used both.  They did both.  They also put a premium in				false

		2674						LN		84		14		false		           14     the rates, recognizing the extra work, if you look at				false

		2675						LN		84		15		false		           15     Paragraph 164.				false

		2676						LN		84		16		false		           16  Q  Captain Carlson, I didn't ask for all the things that				false

		2677						LN		84		17		false		           17     the Commission said were important.  I asked simply for				false

		2678						LN		84		18		false		           18     you to acknowledge that the Commission stated that AAL				false

		2679						LN		84		19		false		           19     is important.				false

		2680						LN		84		20		false		           20  A  They stated that, among other things, yes.				false

		2681						LN		84		21		false		           21  Q  Thank you.				false

		2682						LN		84		22		false		           22          In this proceeding, you did not provide the				false

		2683						LN		84		23		false		           23     Commission with an AAL calculation, did you?				false

		2684						LN		84		24		false		           24  A  No.				false

		2685						LN		84		25		false		           25  Q  And, in fact, your direct testimony states that you				false

		2686						PG		85		0		false		page 85				false

		2687						LN		85		1		false		            1     see, quote, no role for average assignment level in				false

		2688						LN		85		2		false		            2     assisting the Commission to determine the number of				false

		2689						LN		85		3		false		            3     pilots that should be funded in the tariff, correct?				false

		2690						LN		85		4		false		            4  A  That's correct.  I see no role in looking backward, no.				false

		2691						LN		85		5		false		            5  Q  And the reason you gave for that position was that the				false

		2692						LN		85		6		false		            6     BPC has now adopted a TAL that authorized 60 pilots,				false

		2693						LN		85		7		false		            7     correct?				false

		2694						LN		85		8		false		            8  A  Yes.				false

		2695						LN		85		9		false		            9  Q  And your position now is that the Commission should				false

		2696						LN		85		10		false		           10     abandon its independent AAL analysis and adopt the TAL,				false

		2697						LN		85		11		false		           11     isn't it?				false

		2698						LN		85		12		false		           12  A  But we're looking at Paragraph 49, and it seems the				false

		2699						LN		85		13		false		           13     Commission's willing to too.				false

		2700						LN		85		14		false		           14  Q  Could you answer my question.				false

		2701						LN		85		15		false		           15  A  Yes.				false

		2702						LN		85		16		false		           16  Q  Your position now is that the Commission should abandon				false

		2703						LN		85		17		false		           17     its independent AAL analysis and adopt the TAL.				false

		2704						LN		85		18		false		           18          Can you just answer that question.				false

		2705						LN		85		19		false		           19  A  I can say my position is I would like the Commission to				false

		2706						LN		85		20		false		           20     abandon the AAL methodology and adopt the number of				false

		2707						LN		85		21		false		           21     authorized pilots by the Commission.				false

		2708						LN		85		22		false		           22  Q  And when you refer to the Commission in that last				false

		2709						LN		85		23		false		           23     instant, you're referring to the Board of Pilots				false

		2710						LN		85		24		false		           24     Commission there?				false

		2711						LN		85		25		false		           25  A  I'm sorry.  Yes, I am.  Pilot Commission.				false

		2712						PG		86		0		false		page 86				false

		2713						LN		86		1		false		            1  Q  Thank you.				false

		2714						LN		86		2		false		            2          All right.  So this position is not the same				false

		2715						LN		86		3		false		            3     position you brought on behalf of PSP in the two prior				false

		2716						LN		86		4		false		            4     cases, is it?				false

		2717						LN		86		5		false		            5  A  Can you enlighten me a little bit.  I know in the first				false

		2718						LN		86		6		false		            6     case, we sought 61.  We learned our lesson.  We sought				false

		2719						LN		86		7		false		            7     61.  The Commission then said, You're not authorized				false

		2720						LN		86		8		false		            8     for that many pilots.  We learned our lesson.				false

		2721						LN		86		9		false		            9  Q  So let's talk -- rather than talking about the number				false

		2722						LN		86		10		false		           10     of pilots, I'm talking about the assignment level,				false

		2723						LN		86		11		false		           11     Captain Carlson.				false

		2724						LN		86		12		false		           12          So in the 2019 rate case, PSP proposed an average				false

		2725						LN		86		13		false		           13     assignment level of 118, correct?				false

		2726						LN		86		14		false		           14  A  That's correct.				false

		2727						LN		86		15		false		           15  Q  And in 2019, PSP did not want the Commission to adopt				false

		2728						LN		86		16		false		           16     that TAL of 145, right?				false

		2729						LN		86		17		false		           17  A  That is correct.  We wanted 118.				false

		2730						LN		86		18		false		           18  Q  Okay.  And so in the next PSP rate case, you				false

		2731						LN		86		19		false		           19     specifically highlighted PSP's efficiency metrics,				false

		2732						LN		86		20		false		           20     right?				false

		2733						LN		86		21		false		           21  A  Yes.				false

		2734						LN		86		22		false		           22  Q  And you testified that you personally maintained those				false

		2735						LN		86		23		false		           23     metrics, right?				false

		2736						LN		86		24		false		           24  A  At that time, yes.				false

		2737						LN		86		25		false		           25  Q  You measured efficiency by comparing average assignment				false

		2738						PG		87		0		false		page 87				false

		2739						LN		87		1		false		            1     levels per pilot specifically showing efficiency				false

		2740						LN		87		2		false		            2     through an increase from 122.28 on-watch assignments				false

		2741						LN		87		3		false		            3     per pilot in 2019 to 128.86 on-watch assignments in				false

		2742						LN		87		4		false		            4     2022.				false

		2743						LN		87		5		false		            5          Does that sound right?				false

		2744						LN		87		6		false		            6  A  That is correct.				false

		2745						LN		87		7		false		            7  Q  And PSP used average assignment levels to argue it had				false

		2746						LN		87		8		false		            8     become more efficient and therefore deserved higher				false

		2747						LN		87		9		false		            9     compensation, right?				false

		2748						LN		87		10		false		           10  A  Yes.				false

		2749						LN		87		11		false		           11  Q  You testified that average assignment levels were --				false

		2750						LN		87		12		false		           12     I'm quoting you here -- the most significant metric to				false

		2751						LN		87		13		false		           13     track to assess the effects of PSP's efficiency				false

		2752						LN		87		14		false		           14     measures.				false

		2753						LN		87		15		false		           15          Does that sound right?				false

		2754						LN		87		16		false		           16  A  Yes, it does.				false

		2755						LN		87		17		false		           17  Q  All right.  In the 2022 case, PSP recommended use of				false

		2756						LN		87		18		false		           18     the AAL and not use of the TAL, as you've just				false

		2757						LN		87		19		false		           19     testified, right?				false

		2758						LN		87		20		false		           20  A  Can you say that question -- that again.				false

		2759						LN		87		21		false		           21  Q  Yeah.				false

		2760						LN		87		22		false		           22          So in the last rate case --				false

		2761						LN		87		23		false		           23  A  Yes.				false

		2762						LN		87		24		false		           24  Q  -- PSP recommended that the Commission use the average				false

		2763						LN		87		25		false		           25     assignment level, not the targeted assignment level,				false

		2764						PG		88		0		false		page 88				false

		2765						LN		88		1		false		            1     right?				false

		2766						LN		88		2		false		            2  A  I -- can you point to somewhere where I say that?				false

		2767						LN		88		3		false		            3  Q  If you look at your -- let me pull up your exhibit,				false

		2768						LN		88		4		false		            4     IC-08T, from the last rate case.  And I'm just asking				false

		2769						LN		88		5		false		            5     you to confirm that you were not -- let's go a simpler				false

		2770						LN		88		6		false		            6     way on this.				false

		2771						LN		88		7		false		            7          You were not asking this Commission to use the				false

		2772						LN		88		8		false		            8     targeted assignment level of 145, were you?				false

		2773						LN		88		9		false		            9  A  We were asking this Commission to fund the number of				false

		2774						LN		88		10		false		           10     authorized pilots at 56.				false

		2775						LN		88		11		false		           11  Q  And that was based on an assignment level that was not				false

		2776						LN		88		12		false		           12     145, right?				false

		2777						LN		88		13		false		           13  A  It really -- the Commission -- I got to tell you, if				false

		2778						LN		88		14		false		           14     you -- in history, the Commission, when they set the				false

		2779						LN		88		15		false		           15     number of authorized pilots in 2019 at one --				false

		2780						LN		88		16		false		           16  Q  When you refer to the Commission --				false

		2781						LN		88		17		false		           17  A  No.  The number of authorized pilots.  I'm sorry.  I				false

		2782						LN		88		18		false		           18     keep saying the Commission.  When the Pilot Commission				false

		2783						LN		88		19		false		           19     set the number of authorized pilots in July of 2019,				false

		2784						LN		88		20		false		           20     they set that number based upon just "it feels good"				false

		2785						LN		88		21		false		           21     number, and that number --				false

		2786						LN		88		22		false		           22  Q  Captain Carlson.				false

		2787						LN		88		23		false		           23  A  -- reflected 127 assignments, but they refused to set a				false

		2788						LN		88		24		false		           24     TAL.				false

		2789						LN		88		25		false		           25  Q  From 2010 until 2014, the TAL in place was 124, right?				false

		2790						PG		89		0		false		page 89				false

		2791						LN		89		1		false		            1     I mean 145.  Excuse me.				false

		2792						LN		89		2		false		            2  A  Actually until 2019, yes.				false

		2793						LN		89		3		false		            3  Q  So from 2010 to 2019, it was 145?				false

		2794						LN		89		4		false		            4  A  Yes.				false

		2795						LN		89		5		false		            5  Q  And earlier today, you testified -- in your very first				false

		2796						LN		89		6		false		            6     testimony today, you testified it was 145 at the time				false

		2797						LN		89		7		false		            7     of the first rate case?				false

		2798						LN		89		8		false		            8  A  So that is because, if you look at the record, the				false

		2799						LN		89		9		false		            9     Pilot Commission did not set a TAL.  They were kind of				false

		2800						LN		89		10		false		           10     new at this, and they just elevated the number of				false

		2801						LN		89		11		false		           11     pilots, but they refused to set a TAL.  But that				false

		2802						LN		89		12		false		           12     number, if you did the math, equalled out to 127				false

		2803						LN		89		13		false		           13     assignments per pilot.				false

		2804						LN		89		14		false		           14  Q  Do you have someplace in your testimony or exhibits				false

		2805						LN		89		15		false		           15     where you explain that or have any evidence of that?				false

		2806						LN		89		16		false		           16  A  I didn't think it would be required.				false

		2807						LN		89		17		false		           17  Q  So during the entire period where the TAL was higher				false

		2808						LN		89		18		false		           18     than it is -- was in 2024 when it changed to 123, there				false

		2809						LN		89		19		false		           19     were no safety incidents attributed to pilot workload				false

		2810						LN		89		20		false		           20     or fatigue, correct?				false

		2811						LN		89		21		false		           21  A  That's correct.				false

		2812						LN		89		22		false		           22  Q  And in the Final Order 09, the Commission found that,				false

		2813						LN		89		23		false		           23     in 2018, the most productive PSP pilots completed 222,				false

		2814						LN		89		24		false		           24     191, and 183 assignments each that year.				false

		2815						LN		89		25		false		           25          Do you recall that?				false

		2816						PG		90		0		false		page 90				false

		2817						LN		90		1		false		            1  A  I do.				false

		2818						LN		90		2		false		            2  Q  And the Commission further found that PSP does not				false

		2819						LN		90		3		false		            3     contend that there is no evidence in the record that				false

		2820						LN		90		4		false		            4     these pilots -- there was nothing that said that these				false

		2821						LN		90		5		false		            5     pilots had violated rest rules, right?				false

		2822						LN		90		6		false		            6  A  We did not.				false

		2823						LN		90		7		false		            7  Q  And in 2018, with the TAL of 145, at least three PSP				false

		2824						LN		90		8		false		            8     pilots safely completed between 183 and 222 assignments				false

		2825						LN		90		9		false		            9     in a single year, correct?				false

		2826						LN		90		10		false		           10  A  That's correct.				false

		2827						LN		90		11		false		           11  Q  Could you please turn to Exhibit MM-42.  And you may				false

		2828						LN		90		12		false		           12     recall that that's a copy of PSP's response to PMSA's				false

		2829						LN		90		13		false		           13     Data Request 118.				false

		2830						LN		90		14		false		           14                        MS. CARSON:  Excuse me.  Was that				false

		2831						LN		90		15		false		           15     Exhibit MM- --				false

		2832						LN		90		16		false		           16                        MS. DeLAPPE:  Yes.				false

		2833						LN		90		17		false		           17                        MS. CARSON:  -- 42?				false

		2834						LN		90		18		false		           18                        MS. DeLAPPE:  MM-42.				false

		2835						LN		90		19		false		           19                        THE WITNESS:  I got 41 and 43.				false

		2836						LN		90		20		false		           20  Q  (By Ms. DeLappe)  And it's not that you have to refer				false

		2837						LN		90		21		false		           21     to it.  You can look at 41, if you would prefer.				false

		2838						LN		90		22		false		           22     MM-41.				false

		2839						LN		90		23		false		           23          MM-41 is entitled "Summary of PSP 2024 Assignment				false

		2840						LN		90		24		false		           24     Data."  And it's based on PSP's response to PMSA Data				false

		2841						LN		90		25		false		           25     Request 118.  So it's based on the same data as is in				false

		2842						PG		91		0		false		page 91				false

		2843						LN		91		1		false		            1     MM-42.				false

		2844						LN		91		2		false		            2  A  Excuse me.  I need to zoom a couple here.  I just can't				false

		2845						LN		91		3		false		            3     read it.				false

		2846						LN		91		4		false		            4  Q  And I'm not going to ask you anything about MM-42				false

		2847						LN		91		5		false		            5     except to just help you see that it's summarized in 41.				false

		2848						LN		91		6		false		            6  A  Okay.  Anyway, I've got it.				false

		2849						LN		91		7		false		            7  Q  All right.  So what we are going to talk about, so you				false

		2850						LN		91		8		false		            8     recognize the data in Exhibit MM-42 is your data?				false

		2851						LN		91		9		false		            9  A  Yes, I do.				false

		2852						LN		91		10		false		           10  Q  Okay.				false

		2853						LN		91		11		false		           11  A  Yes, I do.				false

		2854						LN		91		12		false		           12  Q  And that data shows the individual pilot assignments in				false

		2855						LN		91		13		false		           13     2024 organized by pilots, right?				false

		2856						LN		91		14		false		           14  A  Yes.				false

		2857						LN		91		15		false		           15  Q  All right.  Thank you.				false

		2858						LN		91		16		false		           16          So MM-41 is -- summarizes that same data for the				false

		2859						LN		91		17		false		           17     range of individual assignments per pilot in the test				false

		2860						LN		91		18		false		           18     year, right?				false

		2861						LN		91		19		false		           19  A  Yes.				false

		2862						LN		91		20		false		           20  Q  Okay.  And do you see in Exhibit MM-41 that it shows in				false

		2863						LN		91		21		false		           21     the table minimum and maximum?  So it shows the total				false

		2864						LN		91		22		false		           22     individual jobs done by one pilot for minimum of 42				false

		2865						LN		91		23		false		           23     assignments?				false

		2866						LN		91		24		false		           24  A  Yes.				false

		2867						LN		91		25		false		           25  Q  And the maximum completed by an individual pilot was				false

		2868						PG		92		0		false		page 92				false

		2869						LN		92		1		false		            1     176?				false

		2870						LN		92		2		false		            2  A  Yes.				false

		2871						LN		92		3		false		            3  Q  Okay.  And that pilot who operated 176 assignments				false

		2872						LN		92		4		false		            4     operated safely for all of those assignments, correct?				false

		2873						LN		92		5		false		            5  A  In 2024?				false

		2874						LN		92		6		false		            6  Q  Yes.				false

		2875						LN		92		7		false		            7  A  Yes.				false

		2876						LN		92		8		false		            8  Q  Okay.  And you see the list of pilots down below that				false

		2877						LN		92		9		false		            9     summary table.				false

		2878						LN		92		10		false		           10          And the second-ranked pilot on the list completed				false

		2879						LN		92		11		false		           11     172 assignments?				false

		2880						LN		92		12		false		           12  A  Yes.				false

		2881						LN		92		13		false		           13  Q  Also operated those safely, correct?				false

		2882						LN		92		14		false		           14  A  Yes.				false

		2883						LN		92		15		false		           15  Q  And the third highest completed 169 assignments also				false

		2884						LN		92		16		false		           16     safely?				false

		2885						LN		92		17		false		           17  A  I'll say yes all the way to the bottom if you want.				false

		2886						LN		92		18		false		           18  Q  Very good.				false

		2887						LN		92		19		false		           19          So PSP's own dispatch data shows 30 pilots				false

		2888						LN		92		20		false		           20     completed 135 or more assignments in 2024, correct?				false

		2889						LN		92		21		false		           21  A  That's correct.				false

		2890						LN		92		22		false		           22  Q  And all safely?				false

		2891						LN		92		23		false		           23  A  I assume.				false

		2892						LN		92		24		false		           24  Q  Is there any --				false

		2893						LN		92		25		false		           25  A  No incidents.				false

		2894						PG		93		0		false		page 93				false

		2895						LN		93		1		false		            1  Q  No reason to believe that they were operated unsafely				false

		2896						LN		93		2		false		            2     or in violation of rest rules?				false

		2897						LN		93		3		false		            3  A  No.				false

		2898						LN		93		4		false		            4  Q  All right.  Let's turn to Exhibit 40 -- IC-42X.				false

		2899						LN		93		5		false		            5  A  I -- cross exhibit?				false

		2900						LN		93		6		false		            6  Q  That's right.  Cross Exhibit IC-42.				false

		2901						LN		93		7		false		            7  A  Okay.  Just a minute.				false

		2902						LN		93		8		false		            8          Okay.  Whoops.  I'm there.				false

		2903						LN		93		9		false		            9  Q  Okay.  That exhibit is an excerpt from your				false

		2904						LN		93		10		false		           10     cross-examination in the last case, right?				false

		2905						LN		93		11		false		           11  A  Yes.				false

		2906						LN		93		12		false		           12  Q  And you were asked, "Would PSP ever knowingly dispatch				false

		2907						LN		93		13		false		           13     pilots to jobs in violation of the state's rest rules				false

		2908						LN		93		14		false		           14     or any other safety regulations"?				false

		2909						LN		93		15		false		           15  A  That's correct.				false

		2910						LN		93		16		false		           16  Q  And you answered, under oath, "No"?				false

		2911						LN		93		17		false		           17  A  Yes.				false

		2912						LN		93		18		false		           18  Q  That hasn't changed since the last hearing, right?				false

		2913						LN		93		19		false		           19  A  Not knowingly.  We occasionally do, but it's				false

		2914						LN		93		20		false		           20     accidental, and everybody gets called on the carpet for				false

		2915						LN		93		21		false		           21     it.				false

		2916						LN		93		22		false		           22  Q  So you don't knowingly dispatch pilots to assignments				false

		2917						LN		93		23		false		           23     that would be unsafe or in violation of fatigue rules?				false

		2918						LN		93		24		false		           24  A  That's correct.				false

		2919						LN		93		25		false		           25  Q  And that means every one of the assignments listed by				false

		2920						PG		94		0		false		page 94				false

		2921						LN		94		1		false		            1     PSP in response to Data Request 118 was, to your				false

		2922						LN		94		2		false		            2     knowledge, dispatched as safe and rested?				false

		2923						LN		94		3		false		            3  A  Yes.				false

		2924						LN		94		4		false		            4  Q  The pilot watch calendar is structured roughly the same				false

		2925						LN		94		5		false		            5     now as it was at the time of the last case, right?				false

		2926						LN		94		6		false		            6  A  That's correct.				false

		2927						LN		94		7		false		            7  Q  And these 30 pilots who worked assignments above 135 in				false

		2928						LN		94		8		false		            8     2024, they worked their assignments under the same rest				false

		2929						LN		94		9		false		            9     rules and watch standing schedule as everyone else,				false

		2930						LN		94		10		false		           10     right?				false

		2931						LN		94		11		false		           11  A  Yes.				false

		2932						LN		94		12		false		           12  Q  Under the fatigue rules currently in effect, at least				false

		2933						LN		94		13		false		           13     one PSP pilot safely performed 176 ship assignments in				false

		2934						LN		94		14		false		           14     the test year, right?				false

		2935						LN		94		15		false		           15  A  Yes.				false

		2936						LN		94		16		false		           16  Q  In this case, you described BPC's 2024 TAL of 123 as,				false

		2937						LN		94		17		false		           17     quote, safe and efficient, end quote, level of work for				false

		2938						LN		94		18		false		           18     PSP pilots, right?				false

		2939						LN		94		19		false		           19  A  That is correct.				false

		2940						LN		94		20		false		           20  Q  Your Exhibit IC-26 labels assignments above -- do you				false

		2941						LN		94		21		false		           21     need to get there?				false

		2942						LN		94		22		false		           22  A  Well, is it my exhibit or --				false

		2943						LN		94		23		false		           23  Q  It is your exhibit.				false

		2944						LN		94		24		false		           24  A  Okay.				false

		2945						LN		94		25		false		           25  Q  IC-26.				false

		2946						PG		95		0		false		page 95				false

		2947						LN		95		1		false		            1  A  Okay.  I have it.				false

		2948						LN		95		2		false		            2  Q  Thank you.				false

		2949						LN		95		3		false		            3          It labels assignments above 123 as, quote,				false

		2950						LN		95		4		false		            4     additional work performed above safe and efficient				false

		2951						LN		95		5		false		            5     level established by the BPC in 2024, correct?				false

		2952						LN		95		6		false		            6  A  Yes.				false

		2953						LN		95		7		false		            7  Q  By describing the TAL at 123 as the safe and efficient				false

		2954						LN		95		8		false		            8     level, are you implying that all the pilots performing				false

		2955						LN		95		9		false		            9     above 123 assignments in a year are operating unsafely?				false

		2956						LN		95		10		false		           10  A  What I'm -- no, I'm not.  But I'm also saying that the				false

		2957						LN		95		11		false		           11     Commission's -- the Pilot Commission set that as their				false

		2958						LN		95		12		false		           12     safe and efficient assignment level.				false

		2959						LN		95		13		false		           13          Now, guys are coming in on their days off and				false

		2960						LN		95		14		false		           14     working.  The Pilot Commission says they don't want				false

		2961						LN		95		15		false		           15     that to happen as much as has been happening.				false

		2962						LN		95		16		false		           16  Q  So you're asking this Commission to accept that 123				false

		2963						LN		95		17		false		           17     assignments is the upper band of safe and efficient				false

		2964						LN		95		18		false		           18     work in this case, aren't you?				false

		2965						LN		95		19		false		           19  A  Yes.				false

		2966						LN		95		20		false		           20  Q  The TAL of 123 is calculated as an average, not a				false

		2967						LN		95		21		false		           21     safety ceiling above which operations become unsafe,				false

		2968						LN		95		22		false		           22     right?				false

		2969						LN		95		23		false		           23  A  That's correct.				false

		2970						LN		95		24		false		           24  Q  As an average, the TAL is a staffing efficiency target				false

		2971						LN		95		25		false		           25     applied across all pilots, not a safety threshold per				false

		2972						PG		96		0		false		page 96				false

		2973						LN		96		1		false		            1     individual pilot, right?				false

		2974						LN		96		2		false		            2  A  I'm sorry.  You're right.  And I misspoke.  An average				false

		2975						LN		96		3		false		            3     of 123.				false

		2976						LN		96		4		false		            4  Q  Okay.  Since it is an average, you are not asking this				false

		2977						LN		96		5		false		            5     Commission to accept that 123 assignments is the upper				false

		2978						LN		96		6		false		            6     band of safe and efficient work in this case, right?				false

		2979						LN		96		7		false		            7  A  We're not asking this Commission to do anything other				false

		2980						LN		96		8		false		            8     than fund the number of authorized pilots.  That's what				false

		2981						LN		96		9		false		            9     we're asking.				false

		2982						LN		96		10		false		           10  Q  And so you, in your testimony in this case, have				false

		2983						LN		96		11		false		           11     discussed 123 assignments as the relevant number, and				false

		2984						LN		96		12		false		           12     now you're saying that we should disregard that and				false

		2985						LN		96		13		false		           13     only look at the effect of accepting that, which is the				false

		2986						LN		96		14		false		           14     number of funded pilots?				false

		2987						LN		96		15		false		           15  A  Can you repeat that question, please.				false

		2988						LN		96		16		false		           16  Q  Let's look at the Exhibit IC-26 that you were just				false

		2989						LN		96		17		false		           17     looking at.				false

		2990						LN		96		18		false		           18  A  Okay.				false

		2991						LN		96		19		false		           19  Q  It compares historical average assignment levels to				false

		2992						LN		96		20		false		           20     BPC's 2024 target assignment level of 123, right?				false

		2993						LN		96		21		false		           21  A  Yes.				false

		2994						LN		96		22		false		           22  Q  It shows that in 2021, pilots worked an average of				false

		2995						LN		96		23		false		           23     143.11 assignments per pilot, correct?				false

		2996						LN		96		24		false		           24  A  Yes.				false

		2997						LN		96		25		false		           25  Q  And in 2022, 146.71 assignments per pilot, right?				false

		2998						PG		97		0		false		page 97				false

		2999						LN		97		1		false		            1  A  Yes.				false

		3000						LN		97		2		false		            2  Q  And in 2023, 137.23 assignments per pilot?				false

		3001						LN		97		3		false		            3  A  Yes.				false

		3002						LN		97		4		false		            4  Q  And in 2024, 137.95 assignments per pilot?				false

		3003						LN		97		5		false		            5  A  Yes.				false

		3004						LN		97		6		false		            6  Q  So in every year from 2021 to 2024, pilots safely				false

		3005						LN		97		7		false		            7     worked above the 2024 on-watch TAL of 123, right?				false

		3006						LN		97		8		false		            8  A  Yes, Ms. DeLappe, we can refuse to not work extra, if				false

		3007						LN		97		9		false		            9     you like, but we're not gonna.  So we're working beyond				false

		3008						LN		97		10		false		           10     what we should be working, what the Pilot				false

		3009						LN		97		11		false		           11     Commission said we should --				false

		3010						LN		97		12		false		           12  Q  Captain Carlson --				false

		3011						LN		97		13		false		           13  A  -- be working.				false

		3012						LN		97		14		false		           14  Q  -- that goes beyond my question.				false

		3013						LN		97		15		false		           15          What I asked was that pilots safely worked above				false

		3014						LN		97		16		false		           16     that TAL, and you answered yes.  That is the answer to				false

		3015						LN		97		17		false		           17     my question.  You will have an opportunity, as you				false

		3016						LN		97		18		false		           18     know, to discuss more on redirect.				false

		3017						LN		97		19		false		           19          On-watch -- regarding your rebuttal testimony in				false

		3018						LN		97		20		false		           20     IC-16T, which I recognize has now been revised, but you				false

		3019						LN		97		21		false		           21     testified there that the BPC's TAL of 123 includes only				false

		3020						LN		97		22		false		           22     on-watch assignments, right?				false

		3021						LN		97		23		false		           23  A  That's correct.				false

		3022						LN		97		24		false		           24  Q  Okay.  And you're either including or excluding				false

		3023						LN		97		25		false		           25     callbacks in that 123 average per pilot.  Which is it?				false

		3024						PG		98		0		false		page 98				false

		3025						LN		98		1		false		            1  A  We're excluding callbacks in that 123.				false

		3026						LN		98		2		false		            2  Q  Okay.  So let's -- I'm going to ask you to turn to				false

		3027						LN		98		3		false		            3     Exhibit JR-10.  And that's the BPC's 2024 annual				false

		3028						LN		98		4		false		            4     report.  And if you could turn to Page 9.				false

		3029						LN		98		5		false		            5  A  Okay.				false

		3030						LN		98		6		false		            6  Q  There on that page, you can see that it's -- says, "The				false

		3031						LN		98		7		false		            7     group voted to recommend a target on-watch assignment				false

		3032						LN		98		8		false		            8     level (TAL) of 123 assignments per pilot per year to				false

		3033						LN		98		9		false		            9     align with the BPC's stated goal of limiting off-watch				false

		3034						LN		98		10		false		           10     assignments to a rate of 5 percent or less per year.				false

		3035						LN		98		11		false		           11     In June, the board unanimously voted to set the TAL at				false

		3036						LN		98		12		false		           12     123 assignments per pilot per year, which does not				false

		3037						LN		98		13		false		           13     include any callbacks."				false

		3038						LN		98		14		false		           14          So what you just testified is consistent with				false

		3039						LN		98		15		false		           15     excluding the callbacks, correct?				false

		3040						LN		98		16		false		           16  A  Correct.				false

		3041						LN		98		17		false		           17  Q  So you are using -- there it says to use a rate of 5				false

		3042						LN		98		18		false		           18     percent for the callbacks, right?				false

		3043						LN		98		19		false		           19  A  Or less.				false

		3044						LN		98		20		false		           20  Q  Okay.  So 123 multiplied by 1.05 equals 129, correct?				false

		3045						LN		98		21		false		           21  A  Yes.  Or less.				false

		3046						LN		98		22		false		           22  Q  So let's turn now to Cross Exhibit IC-37.				false

		3047						LN		98		23		false		           23          And that's a -- just as you're getting there, I'll				false

		3048						LN		98		24		false		           24     tell you that's a letter dated --				false

		3049						LN		98		25		false		           25  A  Yes.				false

		3050						PG		99		0		false		page 99				false

		3051						LN		99		1		false		            1  Q  Okay.				false

		3052						LN		99		2		false		            2  A  I got it.				false

		3053						LN		99		3		false		            3  Q  Okay.  So that's a letter dated July 10th, 2024, that				false

		3054						LN		99		4		false		            4     you submitted to the BPC on behalf of PSP, right?				false

		3055						LN		99		5		false		            5  A  Right.				false

		3056						LN		99		6		false		            6  Q  And in this letter, at Page 4, at the bottom of that				false

		3057						LN		99		7		false		            7     page, above your signature, you show that when				false

		3058						LN		99		8		false		            8     calculating the number of pilots needed, you applied				false

		3059						LN		99		9		false		            9     the TAL of 123 to only 95 percent of the assignments,				false

		3060						LN		99		10		false		           10     right?				false

		3061						LN		99		11		false		           11  A  Correct.				false

		3062						LN		99		12		false		           12  Q  And that's because you explicitly reserved 5 percent				false

		3063						LN		99		13		false		           13     for callbacks?				false

		3064						LN		99		14		false		           14  A  That's correct.				false

		3065						LN		99		15		false		           15          Or excuse me.  Can you repeat that question again,				false

		3066						LN		99		16		false		           16     please.				false

		3067						LN		99		17		false		           17  Q  Certainly.				false

		3068						LN		99		18		false		           18          That's because you reserved 5 percent for				false

		3069						LN		99		19		false		           19     callbacks, right?				false

		3070						LN		99		20		false		           20  A  What do you -- excuse me.  But what do you mean by				false

		3071						LN		99		21		false		           21     reserve 5 percent for callbacks?				false

		3072						LN		99		22		false		           22  Q  So if you look at the third bullet point.				false

		3073						LN		99		23		false		           23  A  Right.				false

		3074						LN		99		24		false		           24  Q  You have there, 95 percent of 7,530 equals 7,153,				false

		3075						LN		99		25		false		           25     right?				false

		3076						PG		100		0		false		page 100				false

		3077						LN		100		1		false		            1  A  Yes.				false

		3078						LN		100		2		false		            2  Q  Isn't the use of 95 percent consistent with that 2024				false

		3079						LN		100		3		false		            3     BPC annual report that I just quoted from?				false

		3080						LN		100		4		false		            4  A  It is.  It's not what the -- what they did, but it is				false

		3081						LN		100		5		false		            5     my submission.				false

		3082						LN		100		6		false		            6  Q  And you're not talking about -- when you say it's not				false

		3083						LN		100		7		false		            7     what they did, you mean the total of 62 pilots at the				false

		3084						LN		100		8		false		            8     end of your letter?				false

		3085						LN		100		9		false		            9  A  That too.  But they did not adopt a 5 percent mandatory				false

		3086						LN		100		10		false		           10     callback ratio.  They just said 123.  And that was				false

		3087						LN		100		11		false		           11     affirmed in the last Commission meeting twice.				false

		3088						LN		100		12		false		           12  Q  So let's proceed, then, with your calculation in this				false

		3089						LN		100		13		false		           13     letter, Captain Carlson.				false

		3090						LN		100		14		false		           14          In your July 2024 submission to the BPC, you were				false

		3091						LN		100		15		false		           15     asking the BPC to authorize 62 pilots, correct?				false

		3092						LN		100		16		false		           16  A  That's correct.				false

		3093						LN		100		17		false		           17  Q  And the BPC, after receiving that letter, authorized 60				false

		3094						LN		100		18		false		           18     pilots, not your requested 62?				false

		3095						LN		100		19		false		           19  A  That's correct.				false

		3096						LN		100		20		false		           20  Q  And in that July 10th, 2024, letter, at Page 4, the				false

		3097						LN		100		21		false		           21     formula you used to calculate the number of pilots was				false

		3098						LN		100		22		false		           22     to take the 95 percent of the total trailing 12-month				false

		3099						LN		100		23		false		           23     assignments, and then as a second step, to divide the				false

		3100						LN		100		24		false		           24     TAL of 123, divide that by the TAL of 123, and then for				false

		3101						LN		100		25		false		           25     the third step, to add a number for not-fit-for-duty				false

		3102						PG		101		0		false		page 101				false

		3103						LN		101		1		false		            1     pilots --				false

		3104						LN		101		2		false		            2  A  Yes.				false

		3105						LN		101		3		false		            3  Q  -- and then add one for the president?				false

		3106						LN		101		4		false		            4  A  Correct.				false

		3107						LN		101		5		false		            5  Q  And that gives you the number of on-watch funded				false

		3108						LN		101		6		false		            6     pilots, correct?				false

		3109						LN		101		7		false		            7  A  That's correct.				false

		3110						LN		101		8		false		            8  Q  And in the letter, the total assignment figure -- and				false

		3111						LN		101		9		false		            9     for this, I'd like you to go back two pages.  That's				false

		3112						LN		101		10		false		           10     where you say about the projection, the predicting				false

		3113						LN		101		11		false		           11     traffic.				false

		3114						LN		101		12		false		           12          The total assignment figure you plugged into your				false

		3115						LN		101		13		false		           13     formula was 7,530 based on reducing your trailing 12				false

		3116						LN		101		14		false		           14     months of assignments at the time by the net reduction				false

		3117						LN		101		15		false		           15     of 104 assignments based on the Northwest Seaport				false

		3118						LN		101		16		false		           16     Alliance rotation schedule, right?				false

		3119						LN		101		17		false		           17                        MS. CARSON:  Object to the form of				false

		3120						LN		101		18		false		           18     the question as ambiguous.				false

		3121						LN		101		19		false		           19  Q  (By Ms. DeLappe)  Do you understand the question,				false

		3122						LN		101		20		false		           20     Captain -- excuse me.				false

		3123						LN		101		21		false		           21                        JUDGE FUKANO:  Any response from				false

		3124						LN		101		22		false		           22     PMSA?				false

		3125						LN		101		23		false		           23                        MS. DeLAPPE:  I don't believe it was				false

		3126						LN		101		24		false		           24     ambiguous to Captain Carlson, but I'm happy to clarify,				false

		3127						LN		101		25		false		           25     if it was.				false

		3128						PG		102		0		false		page 102				false

		3129						LN		102		1		false		            1                        JUDGE FUKANO:  Perhaps, please				false

		3130						LN		102		2		false		            2     rephrase.				false

		3131						LN		102		3		false		            3                        MS. DeLAPPE:  Okay.  Thank you.				false

		3132						LN		102		4		false		            4  Q  (By Ms. DeLappe)  So, Captain Carlson, you see on				false

		3133						LN		102		5		false		            5     Page 2 that you referred to a reduction in the number				false

		3134						LN		102		6		false		            6     of predicted vessels based on information from the				false

		3135						LN		102		7		false		            7     Northwest Seaport Alliance rotation schedule, right?				false

		3136						LN		102		8		false		            8  A  Yes.				false

		3137						LN		102		9		false		            9  Q  And so the total assignment figure that you used on				false

		3138						LN		102		10		false		           10     Page 4 of this letter was 7,530, right?				false

		3139						LN		102		11		false		           11  A  Yes.				false

		3140						LN		102		12		false		           12  Q  And that was based on the trailing 12 months reduced by				false

		3141						LN		102		13		false		           13     104 assignments based on that schedule?				false

		3142						LN		102		14		false		           14  A  Yes.				false

		3143						LN		102		15		false		           15  Q  So following your math there, 95 percent of 7,530				false

		3144						LN		102		16		false		           16     equals 7,153 on-watch assignments, right?				false

		3145						LN		102		17		false		           17  A  Yes.				false

		3146						LN		102		18		false		           18  Q  And then you divide that by 123.  That equals 58.2,				false

		3147						LN		102		19		false		           19     right?				false

		3148						LN		102		20		false		           20  A  Yeah.				false

		3149						LN		102		21		false		           21  Q  And then you add .87 for not fit for duty and one for				false

		3150						LN		102		22		false		           22     the president.				false

		3151						LN		102		23		false		           23  A  That's correct.				false

		3152						LN		102		24		false		           24  Q  To get to 60 pilots, right?				false

		3153						LN		102		25		false		           25  A  Yes.				false

		3154						PG		103		0		false		page 103				false

		3155						LN		103		1		false		            1  Q  Let's apply the formula that your letter -- in your				false

		3156						LN		103		2		false		            2     letter to the actual assignment data that is now in the				false

		3157						LN		103		3		false		            3     record.				false

		3158						LN		103		4		false		            4          Are you asking for an objection for your counsel?				false

		3159						LN		103		5		false		            5  A  Yes.				false

		3160						LN		103		6		false		            6                        MS. DeLAPPE:  That's not your job,				false

		3161						LN		103		7		false		            7     Captain Carlson.  That wasn't a question.				false

		3162						LN		103		8		false		            8  Q  (By Ms. DeLappe)  So you do know the current trailing				false

		3163						LN		103		9		false		            9     12 months for March 2025 to February 2026?				false

		3164						LN		103		10		false		           10  A  I do.				false

		3165						LN		103		11		false		           11  Q  It's 6,985?				false

		3166						LN		103		12		false		           12  A  Yes.				false

		3167						LN		103		13		false		           13  Q  So applying your formula, 95 percent of 6,985 would be				false

		3168						LN		103		14		false		           14     6,636?				false

		3169						LN		103		15		false		           15  A  Ms. DeLappe, this formula was not accepted by the Pilot				false

		3170						LN		103		16		false		           16     Commission.				false

		3171						LN		103		17		false		           17  Q  This is not the question.  I'm asking you to apply the				false

		3172						LN		103		18		false		           18     formula.  If you apply 95 percent to 6,985?				false

		3173						LN		103		19		false		           19                        MS. CARSON:  I'm going to object to				false

		3174						LN		103		20		false		           20     asking the witness to do this calculation on the stand.				false

		3175						LN		103		21		false		           21                        MS. DeLAPPE:  Then I can go ahead				false

		3176						LN		103		22		false		           22     and represent to you that it would be 6,636.				false

		3177						LN		103		23		false		           23                        JUDGE FUKANO:  Well, for purpose of				false

		3178						LN		103		24		false		           24     the objection --				false

		3179						LN		103		25		false		           25                        MS. DeLAPPE:  Sorry.				false

		3180						PG		104		0		false		page 104				false

		3181						LN		104		1		false		            1                        JUDGE FUKANO:  -- I think it would				false

		3182						LN		104		2		false		            2     be appropriate to proceed subject to check.  Would that				false

		3183						LN		104		3		false		            3     be reasonable, PSP?				false

		3184						LN		104		4		false		            4                        MS. CARSON:  Yes.				false

		3185						LN		104		5		false		            5                        MS. DeLAPPE:  Thank you.				false

		3186						LN		104		6		false		            6                        JUDGE FUKANO:  And subject to check,				false

		3187						LN		104		7		false		            7     you may proceed.				false

		3188						LN		104		8		false		            8                        THE WITNESS:  Go ahead.				false

		3189						LN		104		9		false		            9  Q  (By Ms. DeLappe)  Do you have the calculation for us?				false

		3190						LN		104		10		false		           10          Did you calculate it, or would you like me to give				false

		3191						LN		104		11		false		           11     it to you?				false

		3192						LN		104		12		false		           12          6,636?				false

		3193						LN		104		13		false		           13  A  Yes.				false

		3194						LN		104		14		false		           14  Q  Okay.  And then if you divide that by the TAL of 123,				false

		3195						LN		104		15		false		           15     the answer is 53.9?				false

		3196						LN		104		16		false		           16  A  I have 54, but okay.				false

		3197						LN		104		17		false		           17  Q  After you add a president, it's 54.9?				false

		3198						LN		104		18		false		           18  A  No.  Actually, after you add a president and a not fit				false

		3199						LN		104		19		false		           19     for duty, it'd be 56.  You're not -- yeah.				false

		3200						LN		104		20		false		           20  Q  So thank you.  I think that is -- 56 is exactly where I				false

		3201						LN		104		21		false		           21     was going.				false

		3202						LN		104		22		false		           22          So PSP is asking this Commission to fund 60 pilots				false

		3203						LN		104		23		false		           23     in rates, but your own formula applied to actual				false

		3204						LN		104		24		false		           24     trailing 12-month data currently would only support 56,				false

		3205						LN		104		25		false		           25     right?				false

		3206						PG		105		0		false		page 105				false

		3207						LN		105		1		false		            1  A  The Commission, the Pilot Commission formula supports				false

		3208						LN		105		2		false		            2     60.  That's what we're asking for.  The 60 number for				false

		3209						LN		105		3		false		            3     the --				false

		3210						LN		105		4		false		            4  Q  Captain Carlson.				false

		3211						LN		105		5		false		            5  A  -- Pilot Commission.				false

		3212						LN		105		6		false		            6  Q  -- I was talking about your formula.				false

		3213						LN		105		7		false		            7  A  My formula is defunct.  They didn't accept it.				false

		3214						LN		105		8		false		            8  Q  Are you aware that Final Order 08 required PSP to				false

		3215						LN		105		9		false		            9     clearly identify its projected vessel assignments?				false

		3216						LN		105		10		false		           10  A  Yes.				false

		3217						LN		105		11		false		           11  Q  And that's also required by the regulations, correct?				false

		3218						LN		105		12		false		           12  A  I think we sought clarity on that.  Anyway.  But we did				false

		3219						LN		105		13		false		           13     identify the projected assignments.  It's the very last				false

		3220						LN		105		14		false		           14     column.  The only thing I didn't do was sum the total.				false

		3221						LN		105		15		false		           15     In IC-14.  Very last column.				false

		3222						LN		105		16		false		           16  Q  So nowhere in your testimony in IC-01T did you identify				false

		3223						LN		105		17		false		           17     a specific number of projected assignments, did you?				false

		3224						LN		105		18		false		           18  A  I'm not certain.  I don't think I did.  But I'm not				false

		3225						LN		105		19		false		           19     certain.				false

		3226						LN		105		20		false		           20  Q  You are aware that PMSA and Commission staff reviewed				false

		3227						LN		105		21		false		           21     your direct testimony in this case and reached				false

		3228						LN		105		22		false		           22     different conclusions about what your projected				false

		3229						LN		105		23		false		           23     assignment number was?				false

		3230						LN		105		24		false		           24  A  Yes, I am.				false

		3231						LN		105		25		false		           25  Q  And you know that Captain Moore testified he believed				false

		3232						PG		106		0		false		page 106				false

		3233						LN		106		1		false		            1     you were projecting 7,446 assignments?				false

		3234						LN		106		2		false		            2  A  Yes.  Because those all -- those numbers are all in				false

		3235						LN		106		3		false		            3     that last column.				false

		3236						LN		106		4		false		            4  Q  And staff witness Sevall believed you were projecting				false

		3237						LN		106		5		false		            5     7,289 assignments?				false

		3238						LN		106		6		false		            6  A  That's because he removed cancellations.  But those				false

		3239						LN		106		7		false		            7     numbers are in the column on the right.  Column AN.				false

		3240						LN		106		8		false		            8  Q  So I'd like you to turn to Cross Exhibit IC-40.				false

		3241						LN		106		9		false		            9  A  Okay.				false

		3242						LN		106		10		false		           10  Q  And whose exhibit is that question about?				false

		3243						LN		106		11		false		           11  A  Well, that question was sent to witness Sevall.				false

		3244						LN		106		12		false		           12  Q  Right.				false

		3245						LN		106		13		false		           13          But do you see there that it says -- the topic of				false

		3246						LN		106		14		false		           14     the question is Carlson Exhibit IC-14?				false

		3247						LN		106		15		false		           15  A  Yes.				false

		3248						LN		106		16		false		           16  Q  In your capacity as PSP's president and lead witness in				false

		3249						LN		106		17		false		           17     this case, do you keep yourself completely unaware of				false

		3250						LN		106		18		false		           18     data requests that are received by you personally in				false

		3251						LN		106		19		false		           19     your e-mail when they are directed to staff?				false

		3252						LN		106		20		false		           20  A  No, I don't.				false

		3253						LN		106		21		false		           21  Q  You do read them, don't you?				false

		3254						LN		106		22		false		           22  A  I do.				false

		3255						LN		106		23		false		           23  Q  And you read the responses to them, don't you?				false

		3256						LN		106		24		false		           24  A  I do.				false

		3257						LN		106		25		false		           25  Q  So you were aware of staff's response to this request				false

		3258						PG		107		0		false		page 107				false

		3259						LN		107		1		false		            1     when it was made?				false

		3260						LN		107		2		false		            2  A  I am.  I was.				false

		3261						LN		107		3		false		            3  Q  And you were aware, then, that staff's witness Scott				false

		3262						LN		107		4		false		            4     Sevall stated that the projected assignments in IC-14,				false

		3263						LN		107		5		false		            5     quote, was not clearly articulated?				false

		3264						LN		107		6		false		            6  A  Yes.  And that came January 23rd, which was between				false

		3265						LN		107		7		false		            7     when our original was filed and our rebuttal was due.				false

		3266						LN		107		8		false		            8  Q  So not until you filed your rebuttal testimony did you				false

		3267						LN		107		9		false		            9     disclose specifically in your testimony that your				false

		3268						LN		107		10		false		           10     original 2025 vessel projection number was 7,446?				false

		3269						LN		107		11		false		           11  A  No.  We could have done an errata on the 9th of March,				false

		3270						LN		107		12		false		           12     but -- and it would have just involved putting one				false

		3271						LN		107		13		false		           13     number in that bottom cell, and that would have been				false

		3272						LN		107		14		false		           14     all it was.				false

		3273						LN		107		15		false		           15  Q  I think that we will not discuss the procedural rules				false

		3274						LN		107		16		false		           16     for errata revisions and move on, then, to your direct				false

		3275						LN		107		17		false		           17     testimony, IC-01T.				false

		3276						LN		107		18		false		           18          So you submitted that to the Commission in late				false

		3277						LN		107		19		false		           19     July 2025, correct?				false

		3278						LN		107		20		false		           20  A  Yes.  No.  Late June.  Or was it late July?  I'm sorry.				false

		3279						LN		107		21		false		           21     Late July.  You're right.				false

		3280						LN		107		22		false		           22  Q  Thank you for the assistance.				false

		3281						LN		107		23		false		           23          At that point, approximately six months of 2025				false

		3282						LN		107		24		false		           24     had passed, right?				false

		3283						LN		107		25		false		           25  A  Yes.				false

		3284						PG		108		0		false		page 108				false

		3285						LN		108		1		false		            1  Q  In Exhibit IC-01T, you stated that -- and I can point				false

		3286						LN		108		2		false		            2     you to the page.  It's --				false

		3287						LN		108		3		false		            3  A  Please.				false

		3288						LN		108		4		false		            4  Q  -- Page 55.  Starting at Line 16.				false

		3289						LN		108		5		false		            5          You stated that PSP had already, quote, seen a				false

		3290						LN		108		6		false		            6     substantial decrease in vessel traffic at the start of				false

		3291						LN		108		7		false		            7     2025 due in large part to tariffs and economic				false

		3292						LN		108		8		false		            8     uncertainty, right?				false

		3293						LN		108		9		false		            9  A  Yes.				false

		3294						LN		108		10		false		           10  Q  But you identified only two specific pro forma				false

		3295						LN		108		11		false		           11     adjustments you were making to vessel traffic:  An				false

		3296						LN		108		12		false		           12     increase of 40 for cruise ships and a decrease of 182				false

		3297						LN		108		13		false		           13     for the Sea Reliance ATB, right?				false

		3298						LN		108		14		false		           14  A  Yes.				false

		3299						LN		108		15		false		           15  Q  And you intended the total from those adjustments to				false

		3300						LN		108		16		false		           16     result in 7,446 assignments for 2025?				false

		3301						LN		108		17		false		           17  A  Yes.				false

		3302						LN		108		18		false		           18  Q  So by the time you filed this testimony, you knew that				false

		3303						LN		108		19		false		           19     7,446 assignments was unlikely to be attained, didn't				false

		3304						LN		108		20		false		           20     you?				false

		3305						LN		108		21		false		           21  A  So what we use is Mike's methodology, which is known				false

		3306						LN		108		22		false		           22     changes in announcements.  These were a lot of blank				false

		3307						LN		108		23		false		           23     sailings.  They weren't removal from the schedule.  If				false

		3308						LN		108		24		false		           24     the vessels aren't removed from the schedule that's				false

		3309						LN		108		25		false		           25     posted on the Northwest Seaport Alliance website, we				false

		3310						PG		109		0		false		page 109				false

		3311						LN		109		1		false		            1     don't remove them, because we don't know if they're				false

		3312						LN		109		2		false		            2     going to stay or not.  These Trump tariffs, nobody				false

		3313						LN		109		3		false		            3     knew.  We had -- I mean, nobody really knew.				false

		3314						LN		109		4		false		            4  Q  So --				false

		3315						LN		109		5		false		            5                        JUDGE FUKANO:  Beg your pardon.  In				false

		3316						LN		109		6		false		            6     your response, you identify someone as Mike.  Who are				false

		3317						LN		109		7		false		            7     you referring to?				false

		3318						LN		109		8		false		            8                        THE WITNESS:  I'm sorry.  Captain				false

		3319						LN		109		9		false		            9     Moore.				false

		3320						LN		109		10		false		           10                        JUDGE FUKANO:  Thank you.				false

		3321						LN		109		11		false		           11                        THE WITNESS:  My fault.  I'm sorry.				false

		3322						LN		109		12		false		           12                        MS. DeLAPPE:  That's M-o-o-r-e.				false

		3323						LN		109		13		false		           13  Q  (By Ms. DeLappe)  All right.  So the -- let's turn to				false

		3324						LN		109		14		false		           14     Exhibit JR-31.  And while that's being run to you, that				false

		3325						LN		109		15		false		           15     is the PSP earned revenue report, UTC, for June 2025.				false

		3326						LN		109		16		false		           16                        JUDGE FUKANO:  What was that exhibit				false

		3327						LN		109		17		false		           17     number again?				false

		3328						LN		109		18		false		           18                        MS. DeLAPPE:  JR-31.				false

		3329						LN		109		19		false		           19                        JUDGE FUKANO:  Thank you.				false

		3330						LN		109		20		false		           20                        MS. DeLAPPE:  Thank you.				false

		3331						LN		109		21		false		           21  Q  (By Ms. DeLappe)  And if you could turn to the second				false

		3332						LN		109		22		false		           22     page.				false

		3333						LN		109		23		false		           23          So that was -- that report, that was prepared by				false

		3334						LN		109		24		false		           24     PSP, right?				false

		3335						LN		109		25		false		           25  A  Yes.				false

		3336						PG		110		0		false		page 110				false

		3337						LN		110		1		false		            1  Q  And that was prepared on July 9th, 2025?				false

		3338						LN		110		2		false		            2  A  Yes.				false

		3339						LN		110		3		false		            3  Q  And so you had that report before you filed your direct				false

		3340						LN		110		4		false		            4     testimony in this case?				false

		3341						LN		110		5		false		            5  A  Most probably, yes.				false

		3342						LN		110		6		false		            6  Q  Let's turn to Page 2, the summary page.				false

		3343						LN		110		7		false		            7          And if you could go down two lines on that page,				false

		3344						LN		110		8		false		            8     where it shows ship assignments year to date through				false

		3345						LN		110		9		false		            9     June 30th, 2025.				false

		3346						LN		110		10		false		           10  A  Yes.				false

		3347						LN		110		11		false		           11  Q  So that's the first six months of 2025.  You have a				false

		3348						LN		110		12		false		           12     total of 3,419 assignments?				false

		3349						LN		110		13		false		           13  A  Yes.  And, of course, even though -- and I'll				false

		3350						LN		110		14		false		           14     stipulate, yeah, traffic's down.  But the first half of				false

		3351						LN		110		15		false		           15     the year doesn't yield as much traffic as the second				false

		3352						LN		110		16		false		           16     half of the year ever.				false

		3353						LN		110		17		false		           17  Q  But if you did double that number of assignments to				false

		3354						LN		110		18		false		           18     annualize it, it would be approximately 6,838				false

		3355						LN		110		19		false		           19     assignments?				false

		3356						LN		110		20		false		           20  A  If that were the formula, yes.				false

		3357						LN		110		21		false		           21  Q  So that annualized pace of assignments would be 608				false

		3358						LN		110		22		false		           22     assignments below your projected figure of 7,446,				false

		3359						LN		110		23		false		           23     correct?				false

		3360						LN		110		24		false		           24  A  Yes.				false

		3361						LN		110		25		false		           25  Q  So to reach 7,446 for the full year, PSP would need --				false

		3362						PG		111		0		false		page 111				false

		3363						LN		111		1		false		            1     would have needed to have completed 4,027 ship				false

		3364						LN		111		2		false		            2     assignments in the second half of 2025, right?				false

		3365						LN		111		3		false		            3  A  Right.  We do not want to cast into doubt any -- we				false

		3366						LN		111		4		false		            4     don't want to build revenue that's not there.  So put				false

		3367						LN		111		5		false		            5     another way, if -- this doesn't benefit us to build				false

		3368						LN		111		6		false		            6     revenue that's not there.  But if those vessels were on				false

		3369						LN		111		7		false		            7     the schedule and they were not coming, they call them				false

		3370						LN		111		8		false		            8     blank sailings.  If those vessels were blanked, we				false

		3371						LN		111		9		false		            9     didn't remove them from the -- from the equation.  And				false

		3372						LN		111		10		false		           10     those vessels were blank sailings.				false

		3373						LN		111		11		false		           11  Q  So, Captain Carlson, that would have represented almost				false

		3374						LN		111		12		false		           12     18 percent increase, like, more traffic in the second				false

		3375						LN		111		13		false		           13     half of the year than in the first half, right?				false

		3376						LN		111		14		false		           14  A  Okay.				false

		3377						LN		111		15		false		           15  Q  So you testified that the substantial decrease in				false

		3378						LN		111		16		false		           16     traffic, as we discussed just now, in the first six				false

		3379						LN		111		17		false		           17     months was driven by tariffs and economic uncertainty?				false

		3380						LN		111		18		false		           18  A  Yes.				false

		3381						LN		111		19		false		           19  Q  As of July 2025, had those conditions abated?				false

		3382						LN		111		20		false		           20  A  No.				false

		3383						LN		111		21		false		           21  Q  You had no reason to believe there was any reversal of				false

		3384						LN		111		22		false		           22     those conditions on the horizon, did you?				false

		3385						LN		111		23		false		           23  A  From time to time, we did have reason to believe.				false

		3386						LN		111		24		false		           24     We -- we subscribed to the Journal of Commerce and				false

		3387						LN		111		25		false		           25     newsletter, and there is all sorts of speculation on				false

		3388						PG		112		0		false		page 112				false

		3389						LN		112		1		false		            1     what's going to happen with shipping based upon Trump				false

		3390						LN		112		2		false		            2     tariffs:  Are they going to stay?  Are they going to				false

		3391						LN		112		3		false		            3     go?  What's going to happen?				false

		3392						LN		112		4		false		            4  Q  You didn't identify any of that in your Exhibit IC-01T?				false

		3393						LN		112		5		false		            5  A  Other than to say uncertainty.				false

		3394						LN		112		6		false		            6  Q  There was no evidence that you presented for believing				false

		3395						LN		112		7		false		            7     that the -- those conditions would abate --				false

		3396						LN		112		8		false		            8                        MS. CARSON:  Objection.				false

		3397						LN		112		9		false		            9  Q  (Continuing by Ms. DeLappe)  -- in 2025?				false

		3398						LN		112		10		false		           10                        MS. CARSON:  Objection.  The witness				false

		3399						LN		112		11		false		           11     is allowed to provide evidence on the stand.				false

		3400						LN		112		12		false		           12                        MS. DeLAPPE:  I'm just asking				false

		3401						LN		112		13		false		           13     regarding the requirement that there be vessel				false

		3402						LN		112		14		false		           14     projections and analysis supporting them in the initial				false

		3403						LN		112		15		false		           15     filing.				false

		3404						LN		112		16		false		           16                        JUDGE FUKANO:  I'm going to sustain				false

		3405						LN		112		17		false		           17     the objection.  I believe the witness was in the				false

		3406						LN		112		18		false		           18     process of testifying what he relied on for the basis				false

		3407						LN		112		19		false		           19     of his calculation and that -- yes, so objection will				false

		3408						LN		112		20		false		           20     be sustained.				false

		3409						LN		112		21		false		           21          You may continue your answer.				false

		3410						LN		112		22		false		           22                        THE WITNESS:  Anyway, so -- forgot				false

		3411						LN		112		23		false		           23     where I was.				false

		3412						LN		112		24		false		           24          Regardless, there was uncertainty.  We didn't				false

		3413						LN		112		25		false		           25     know.  We kept doing like everybody else, looking for a				false

		3414						PG		113		0		false		page 113				false

		3415						LN		113		1		false		            1     bright spot.  We didn't know, and so we just held on				false

		3416						LN		113		2		false		            2     and waited.				false

		3417						LN		113		3		false		            3          We understood that it could go the wrong way for				false

		3418						LN		113		4		false		            4     us.  Not in this case, but just traffic would continue				false

		3419						LN		113		5		false		            5     to drop.  And it did.  And we were looking -- and now				false

		3420						LN		113		6		false		            6     we're looking at other things for it to rise.  We don't				false

		3421						LN		113		7		false		            7     know for sure.  Nor does anybody.				false

		3422						LN		113		8		false		            8  Q  (By Ms. DeLappe)  So to summarize, you internally had				false

		3423						LN		113		9		false		            9     data, as of the filing, the initial filing, that there				false

		3424						LN		113		10		false		           10     were only 3,419 assignments in the first half of 2025,				false

		3425						LN		113		11		false		           11     but you did not include that information in your				false

		3426						LN		113		12		false		           12     initial filing?				false

		3427						LN		113		13		false		           13  A  That's correct.				false

		3428						LN		113		14		false		           14  Q  And you did not identify any evidence in your filing of				false

		3429						LN		113		15		false		           15     reasons to believe that the economic uncertainty and				false

		3430						LN		113		16		false		           16     tariffs would be reversed at any time during 2025?				false

		3431						LN		113		17		false		           17  A  Nor did we have any certainty that it would continue.				false

		3432						LN		113		18		false		           18  Q  Last night, you filed a revised projection changing				false

		3433						LN		113		19		false		           19     your rebuttal evidence from a projection of 7,186 to				false

		3434						LN		113		20		false		           20     7,114, right?				false

		3435						LN		113		21		false		           21  A  That's correct.				false

		3436						LN		113		22		false		           22  Q  And that was to provide an update based on more recent				false

		3437						LN		113		23		false		           23     data?				false

		3438						LN		113		24		false		           24  A  No.  It was based on a mistake I made.  So not more				false

		3439						LN		113		25		false		           25     recent.  The data was there, but I just didn't catch it				false

		3440						PG		114		0		false		page 114				false

		3441						LN		114		1		false		            1     when I was putting it together.				false

		3442						LN		114		2		false		            2  Q  If you could look at Exhibit MM-60.  And that is an				false

		3443						LN		114		3		false		            3     announcement issued on January 2023 -- 2026 about -- so				false

		3444						LN		114		4		false		            4     about Evergreen canceling its weekly service, right?				false

		3445						LN		114		5		false		            5  A  Canceling its ad hoc weekly service, yes.				false

		3446						LN		114		6		false		            6  Q  And so that is information that you had at the time				false

		3447						LN		114		7		false		            7     that you filed your rebuttal testimony, isn't it?				false

		3448						LN		114		8		false		            8  A  No, it isn't.				false

		3449						LN		114		9		false		            9  Q  You don't receive these published announcements?  You				false

		3450						LN		114		10		false		           10     don't follow them?				false

		3451						LN		114		11		false		           11  A  I was surprised when I saw this one, yeah.				false

		3452						LN		114		12		false		           12  Q  And you saw it for the first time in Captain Moore's				false

		3453						LN		114		13		false		           13     submission?				false

		3454						LN		114		14		false		           14  A  That's correct.				false

		3455						LN		114		15		false		           15  Q  So that's two pilots in on -- and two pilots out.  So				false

		3456						LN		114		16		false		           16     four pilots a week, right?				false

		3457						LN		114		17		false		           17  A  That's correct.				false

		3458						LN		114		18		false		           18  Q  And you just revised your forecast, but the forecast				false

		3459						LN		114		19		false		           19     that you just submitted last night is still not				false

		3460						LN		114		20		false		           20     accurate, is it?				false

		3461						LN		114		21		false		           21  A  Well, we're going to check -- we're going to be asking				false

		3462						LN		114		22		false		           22     you guys in a bit whether or not you want to remove				false

		3463						LN		114		23		false		           23     those.  Because we don't think that they're really				false

		3464						LN		114		24		false		           24     going to go away.  We -- in fact, I checked with				false

		3465						LN		114		25		false		           25     Captain Chang, the port captain for Evergreen, the				false

		3466						PG		115		0		false		page 115				false

		3467						LN		115		1		false		            1     other day, and he sent me an e-mail saying, We hope it				false

		3468						LN		115		2		false		            2     doesn't.  We don't think it will.				false

		3469						LN		115		3		false		            3          So that's not.				false

		3470						LN		115		4		false		            4  Q  I think that answers my question, then, that your				false

		3471						LN		115		5		false		            5     revised rebuttal evidence doesn't account for that.				false

		3472						LN		115		6		false		            6  A  That's correct.				false

		3473						LN		115		7		false		            7  Q  Okay.  So I'm going to switch topics now.				false

		3474						LN		115		8		false		            8          In your testimony in this case, you are arguing				false

		3475						LN		115		9		false		            9     that the current retirement needs to stay in place				false

		3476						LN		115		10		false		           10     because you consider it a critical component of how to				false

		3477						LN		115		11		false		           11     attract and retain pilots, correct?				false

		3478						LN		115		12		false		           12  A  Can you point me to where I say that, that retirement				false

		3479						LN		115		13		false		           13     attract and retain?				false

		3480						LN		115		14		false		           14  Q  So if you look at --				false

		3481						LN		115		15		false		           15  A  Tied together.				false

		3482						LN		115		16		false		           16  Q  -- Exhibit IC-16T, Page 66, starting at Line 11.				false

		3483						LN		115		17		false		           17                        JUDGE FUKANO:  What page was that				false

		3484						LN		115		18		false		           18     again?				false

		3485						LN		115		19		false		           19                        MS. DeLAPPE:  Page 66.				false

		3486						LN		115		20		false		           20                        JUDGE FUKANO:  Thank you.				false

		3487						LN		115		21		false		           21                        THE WITNESS:  Okay.				false

		3488						LN		115		22		false		           22  Q  (By Ms. DeLappe)  And so there, you see that you are				false

		3489						LN		115		23		false		           23     talking about attracting and retaining -- right? -- at				false

		3490						LN		115		24		false		           24     Line 13?				false

		3491						LN		115		25		false		           25  A  I do.				false

		3492						PG		116		0		false		page 116				false

		3493						LN		116		1		false		            1  Q  And summarizing this testimony, would it be fair to say				false

		3494						LN		116		2		false		            2     you are arguing that the current retirement needs to				false

		3495						LN		116		3		false		            3     stay in place because it is a critical component of				false

		3496						LN		116		4		false		            4     attracting and retaining pilots?				false

		3497						LN		116		5		false		            5  A  It's a critical component, yes.				false

		3498						LN		116		6		false		            6  Q  So as president of PSP, you are responsible for the				false

		3499						LN		116		7		false		            7     financial management and stewardship of PSP and its				false

		3500						LN		116		8		false		            8     various programs, including pilot retirement, correct?				false

		3501						LN		116		9		false		            9  A  Yes.				false

		3502						LN		116		10		false		           10  Q  That means you have a fiduciary responsibility for this				false

		3503						LN		116		11		false		           11     retirement program, right?				false

		3504						LN		116		12		false		           12  A  I don't know about the legalese of whether I have a				false

		3505						LN		116		13		false		           13     fiduciary retirement for a PAYGO system.  We just have				false

		3506						LN		116		14		false		           14     a requirement that we pay it when the -- but no -- no				false

		3507						LN		116		15		false		           15     investment responsibility.  It's just pay as you go.				false

		3508						LN		116		16		false		           16  Q  So at well over six and a half million dollars, this is				false

		3509						LN		116		17		false		           17     PSP's single largest expense line in PSP's budget,				false

		3510						LN		116		18		false		           18     correct?				false

		3511						LN		116		19		false		           19  A  That is correct.				false

		3512						LN		116		20		false		           20  Q  Unlike PSP's other expenses, every dollar of this				false

		3513						LN		116		21		false		           21     expense goes directly to former PSP pilots or their				false

		3514						LN		116		22		false		           22     estates.  There's no third party collecting money,				false

		3515						LN		116		23		false		           23     correct?				false

		3516						LN		116		24		false		           24  A  Or their spouses.  Their -- if they passed on, their				false

		3517						LN		116		25		false		           25     spouses.				false

		3518						PG		117		0		false		page 117				false

		3519						LN		117		1		false		            1  Q  And ratepayers are funding approximately $6.5 million				false

		3520						LN		117		2		false		            2     per year in compensation to current PSP members who, by				false

		3521						LN		117		3		false		            3     vote of the PSP members and retirees, agree to pay this				false

		3522						LN		117		4		false		            4     as deferred compensation to former PSP pilots, correct?				false

		3523						LN		117		5		false		            5  A  Can you point to where I say that in my testimony.				false

		3524						LN		117		6		false		            6                        MS. CARSON:  Yeah, I'm going to				false

		3525						LN		117		7		false		            7     object to the extent it calls for a legal conclusion or				false

		3526						LN		117		8		false		            8     is not in his testimony.  I don't think he refers to				false

		3527						LN		117		9		false		            9     deferred compensation.				false

		3528						LN		117		10		false		           10                        MS. DeLAPPE:  So I can look at the				false

		3529						LN		117		11		false		           11     BPC 2024 annual report.				false

		3530						LN		117		12		false		           12  Q  (By Ms. DeLappe)  And you would at least agree with me				false

		3531						LN		117		13		false		           13     that those payments --				false

		3532						LN		117		14		false		           14                        JUDGE FUKANO:  So one moment.  I'd				false

		3533						LN		117		15		false		           15     like to resolve the objection.				false

		3534						LN		117		16		false		           16                        MS. DeLAPPE:  Oh.  Thank you.				false

		3535						LN		117		17		false		           17                        JUDGE FUKANO:  So do you have a				false

		3536						LN		117		18		false		           18     response?				false

		3537						LN		117		19		false		           19                        MS. DeLAPPE:  Yeah.  I'm not asking				false

		3538						LN		117		20		false		           20     for a legal opinion here.  I think that I'm asking				false

		3539						LN		117		21		false		           21     simply for how PSP's operations work for where these --				false

		3540						LN		117		22		false		           22     how these payments are dealt with.				false

		3541						LN		117		23		false		           23                        JUDGE FUKANO:  Okay.  Then I'm going				false

		3542						LN		117		24		false		           24     to sustain the objection as to the question as posed				false

		3543						LN		117		25		false		           25     and ask to rephrase.				false

		3544						PG		118		0		false		page 118				false

		3545						LN		118		1		false		            1                        MS. DeLAPPE:  Okay.				false

		3546						LN		118		2		false		            2  Q  (By Ms. DeLappe)  Let's take this in parts.				false

		3547						LN		118		3		false		            3          So the PSP members and retirees have agreed by				false

		3548						LN		118		4		false		            4     vote that these payments go to former pilots, their				false

		3549						LN		118		5		false		            5     spouses, their estates, correct?				false

		3550						LN		118		6		false		            6  A  Ms. DeLappe, I'm not sure about the estate portion.				false

		3551						LN		118		7		false		            7     They go to the former pilots, and if that former pilot				false

		3552						LN		118		8		false		            8     has passed on, to that pilot's spouse.  Then if she				false

		3553						LN		118		9		false		            9     passes on, it ends.				false

		3554						LN		118		10		false		           10  Q  And would you disagree that it's deferred compensation				false

		3555						LN		118		11		false		           11     to those former pilots?				false

		3556						LN		118		12		false		           12                        MS. CARSON:  Objection.  Legal				false

		3557						LN		118		13		false		           13     conclusion.				false

		3558						LN		118		14		false		           14                        MS. DeLAPPE:  I am not familiar with				false

		3559						LN		118		15		false		           15     any term of art, legal or otherwise, that I'm asking				false

		3560						LN		118		16		false		           16     for here.				false

		3561						LN		118		17		false		           17                        JUDGE FUKANO:  I'm going to overrule				false

		3562						LN		118		18		false		           18     the objection.  Witness can answer, if he knows.				false

		3563						LN		118		19		false		           19                        THE WITNESS:  I don't know.				false

		3564						LN		118		20		false		           20                        MS. DeLAPPE:  Thank you.				false

		3565						LN		118		21		false		           21  Q  (By Ms. DeLappe)  This retirement system is an unfunded				false

		3566						LN		118		22		false		           22     defined benefit plan, right?				false

		3567						LN		118		23		false		           23  A  Yes.				false

		3568						LN		118		24		false		           24  Q  So that means PSP has no assets set aside for it,				false

		3569						LN		118		25		false		           25     right?				false

		3570						PG		119		0		false		page 119				false

		3571						LN		119		1		false		            1  A  That's correct.				false

		3572						LN		119		2		false		            2  Q  And as PSP's president, do you know the total unfunded				false

		3573						LN		119		3		false		            3     liability of PSP's retirement plan?				false

		3574						LN		119		4		false		            4  A  I have not looked in the last financial report, so I'm				false

		3575						LN		119		5		false		            5     not sure.				false

		3576						LN		119		6		false		            6  Q  So your last financial report, who prepares that?				false

		3577						LN		119		7		false		            7  A  Shannon & Associates.  We give it to the Pilot				false

		3578						LN		119		8		false		            8     Commission as well.				false

		3579						LN		119		9		false		            9  Q  And we have a lot of reports in the record that have				false

		3580						LN		119		10		false		           10     been filed by PSP to the BPC.				false

		3581						LN		119		11		false		           11          Is that the Commission you're referring to?				false

		3582						LN		119		12		false		           12  A  I'm sorry.  Yes, it is.				false

		3583						LN		119		13		false		           13  Q  And so are you saying that those reports state the				false

		3584						LN		119		14		false		           14     present value of all future payments owed to current				false

		3585						LN		119		15		false		           15     retirees and the amounts accrued by active pilots?				false

		3586						LN		119		16		false		           16  A  No, I misspoke.  They -- they state the amount that we				false

		3587						LN		119		17		false		           17     paid in a year.				false

		3588						LN		119		18		false		           18  Q  So they do not state the total unfunded liability of				false

		3589						LN		119		19		false		           19     the retirement plan, do they?				false

		3590						LN		119		20		false		           20  A  That's correct.				false

		3591						LN		119		21		false		           21  Q  But you do know what that amount would be, don't you?				false

		3592						LN		119		22		false		           22  A  No.  I'm not an actuary.				false

		3593						LN		119		23		false		           23  Q  PSP has hired an actuary in the past, hasn't it?				false

		3594						LN		119		24		false		           24  A  Yes.				false

		3595						LN		119		25		false		           25  Q  And are you familiar with any of that actuarial				false

		3596						PG		120		0		false		page 120				false

		3597						LN		120		1		false		            1     analysis?				false

		3598						LN		120		2		false		            2                        MS. CARSON:  Objection.  There is no				false

		3599						LN		120		3		false		            3     actuarial analysis in this case.  Any references go				false

		3600						LN		120		4		false		            4     back one or two cases earlier.				false

		3601						LN		120		5		false		            5                        JUDGE FUKANO:  Response.				false

		3602						LN		120		6		false		            6                        MS. DeLAPPE:  The amount of the				false

		3603						LN		120		7		false		            7     unfunded liability for the PAYGO system is absolutely				false

		3604						LN		120		8		false		            8     relevant to this case.  And the fact that that was				false

		3605						LN		120		9		false		            9     calculated by PSP's own actuarial expert in the last				false

		3606						LN		120		10		false		           10     rate case is relevant.				false

		3607						LN		120		11		false		           11                        JUDGE FUKANO:  I'm going to overrule				false

		3608						LN		120		12		false		           12     the objection.				false

		3609						LN		120		13		false		           13          You may proceed.				false

		3610						LN		120		14		false		           14                        MS. DeLAPPE:  Thank you.				false

		3611						LN		120		15		false		           15                        THE WITNESS:  Can you repeat the				false

		3612						LN		120		16		false		           16     question, please.				false

		3613						LN		120		17		false		           17                        MS. DeLAPPE:  I'm tempted to ask the				false

		3614						LN		120		18		false		           18     court reporter to do so.  Is that possible?				false

		3615						LN		120		19		false		           19                               (Pertinent portion of the				false

		3616						LN		120		20		false		           20                                record read by the				false

		3617						LN		120		21		false		           21                                reporter.)				false

		3618						LN		120		22		false		           22				false

		3619						LN		120		23		false		           23                        THE WITNESS:  No.				false

		3620						LN		120		24		false		           24  Q  (By Ms. DeLappe)  So as PSP's president during the last				false

		3621						LN		120		25		false		           25     rate case, you never looked at any of the actuarial				false

		3622						PG		121		0		false		page 121				false

		3623						LN		121		1		false		            1     analysis that PSP commissioned?				false

		3624						LN		121		2		false		            2  A  So now you're asking me about the last rate case.  Not				false

		3625						LN		121		3		false		            3     this one, not now, not currently.  I thought your				false

		3626						LN		121		4		false		            4     question was about the actuarial currently.				false

		3627						LN		121		5		false		            5  Q  I asked you --				false

		3628						LN		121		6		false		            6  A  I'm not, though.  And I'm not -- I don't recall that				false

		3629						LN		121		7		false		            7     one.  Sorry.				false

		3630						LN		121		8		false		            8  Q  So you have no recollection of an individual by the				false

		3631						LN		121		9		false		            9     name of Christopher Wood?				false

		3632						LN		121		10		false		           10  A  No, I didn't say that.  But I do know Chris Wood, or				false

		3633						LN		121		11		false		           11     "Tiff" they call him.				false

		3634						LN		121		12		false		           12  Q  Mm-hmm.				false

		3635						LN		121		13		false		           13          And do you know that he filed rebuttal testimony				false

		3636						LN		121		14		false		           14     in the last rate case at PSP's direction?				false

		3637						LN		121		15		false		           15  A  Yes.				false

		3638						LN		121		16		false		           16  Q  And you would recognize that as Exhibit -- Cross				false

		3639						LN		121		17		false		           17     Exhibit IC-41?  Just to say that you recognize that.				false

		3640						LN		121		18		false		           18  A  I rec- -- excuse me.  I recognize the name.  I don't				false

		3641						LN		121		19		false		           19     recognize the cross exhibit, Ms. DeLappe.  I'm sorry.				false

		3642						LN		121		20		false		           20  Q  But you did know that Tiff, as you call him, filed				false

		3643						LN		121		21		false		           21     rebuttal testimony in the last rate case at PSP's				false

		3644						LN		121		22		false		           22     direction?				false

		3645						LN		121		23		false		           23  A  Yes, I do know that.				false

		3646						LN		121		24		false		           24  Q  And are you aware that, in that testimony, he stated				false

		3647						LN		121		25		false		           25     the total liability for PSP's retirement plan?				false

		3648						PG		122		0		false		page 122				false

		3649						LN		122		1		false		            1  A  Looks like he's -- did it in his rebuttal testimony on				false

		3650						LN		122		2		false		            2     Page 5.  Is that what you're getting at?				false

		3651						LN		122		3		false		            3  Q  Yes.				false

		3652						LN		122		4		false		            4          And the total amount that he calculated that at				false

		3653						LN		122		5		false		            5     was nearly 500 million, wasn't it?				false

		3654						LN		122		6		false		            6  A  I see it as 402.98 million.  That's nearly a long ways				false

		3655						LN		122		7		false		            7     away.				false

		3656						LN		122		8		false		            8                        MS. CARSON:  I object to this line				false

		3657						LN		122		9		false		            9     of questioning.  There's a exhibit that's referred to				false

		3658						LN		122		10		false		           10     here that is not in the record and is not part of this				false

		3659						LN		122		11		false		           11     cross-exam exhibit, CRW-9.  I think, without that, it's				false

		3660						LN		122		12		false		           12     not possible to fully answer the question.				false

		3661						LN		122		13		false		           13                        JUDGE FUKANO:  Response.				false

		3662						LN		122		14		false		           14                        MS. DeLAPPE:  So I am looking at				false

		3663						LN		122		15		false		           15     Page 5, Exhibit 41, Cross Exhibit 41.  And I'm asking				false

		3664						LN		122		16		false		           16     about the amount that is stated at Line 20 as 495.7				false

		3665						LN		122		17		false		           17     million, which is Page 5 as Captain Carlson noted.				false

		3666						LN		122		18		false		           18                        MS. CARSON:  And I'll again object				false

		3667						LN		122		19		false		           19     that this witness has no personal knowledge of this				false

		3668						LN		122		20		false		           20     actuarial projection.  He's not an actuary.				false

		3669						LN		122		21		false		           21                        MS. DeLAPPE:  I'm not asking for him				false

		3670						LN		122		22		false		           22     to give any actuarial analysis about it.				false

		3671						LN		122		23		false		           23                        JUDGE FUKANO:  So this exhibit has				false

		3672						LN		122		24		false		           24     not yet been admitted into the record.  Do I understand				false

		3673						LN		122		25		false		           25     now that PMSA is -- I guess I understood PMSA's				false

		3674						PG		123		0		false		page 123				false

		3675						LN		123		1		false		            1     question as a question without reference to the				false

		3676						LN		123		2		false		            2     exhibit, although the witness has now referred to it.				false

		3677						LN		123		3		false		            3          Is PMSA intending to offer this exhibit into the				false

		3678						LN		123		4		false		            4     record?				false

		3679						LN		123		5		false		            5                        MS. DeLAPPE:  So, Judge Fukano,				false

		3680						LN		123		6		false		            6     Captain Carlson did state, contrary to his lawyer's				false

		3681						LN		123		7		false		            7     statement, that he does have personal knowledge that				false

		3682						LN		123		8		false		            8     this particular witness did submit rebuttal testimony				false

		3683						LN		123		9		false		            9     at PSP's direction.  And this is rebuttal witness from				false

		3684						LN		123		10		false		           10     that same individual in that same case.  I believe that				false

		3685						LN		123		11		false		           11     there is foundation established.				false

		3686						LN		123		12		false		           12                        JUDGE FUKANO:  Response from the				false

		3687						LN		123		13		false		           13     company.				false

		3688						LN		123		14		false		           14                        MS. CARSON:  I continue to object				false

		3689						LN		123		15		false		           15     based on foundation.  He's not an actuary.  He doesn't				false

		3690						LN		123		16		false		           16     have the full referenced information that's in this				false

		3691						LN		123		17		false		           17     rebuttal testimony.  So I continue to object.				false

		3692						LN		123		18		false		           18                        JUDGE FUKANO:  I am going to sustain				false

		3693						LN		123		19		false		           19     the objection as to the admission of this exhibit.				false

		3694						LN		123		20		false		           20     However, the Commission will allow it to be used for				false

		3695						LN		123		21		false		           21     cross purposes only.  And the witness may answer, if he				false

		3696						LN		123		22		false		           22     has knowledge.  Again, the witness has testified that				false

		3697						LN		123		23		false		           23     he's not an actuary and is unfamiliar with the				false

		3698						LN		123		24		false		           24     calculations.				false

		3699						LN		123		25		false		           25                        MS. DeLAPPE:  Thank you.				false

		3700						PG		124		0		false		page 124				false

		3701						LN		124		1		false		            1  Q  (By Ms. DeLappe)  So the amount of 495.7 million as				false

		3702						LN		124		2		false		            2     necessary costs to fund continuation of the				false

		3703						LN		124		3		false		            3     pay-as-you-go pension plan for 50 years as calculated				false

		3704						LN		124		4		false		            4     by Mr. Wood in PSP's last case on behalf of PSP, do you				false

		3705						LN		124		5		false		            5     have any reason to believe that that is not -- was not				false

		3706						LN		124		6		false		            6     at that time the total unfunded liability of PSP's				false

		3707						LN		124		7		false		            7     retirement plan?				false

		3708						LN		124		8		false		            8                        MS. CARSON:  Object to the form of				false

		3709						LN		124		9		false		            9     the question.  Vague.  Ambiguous.				false

		3710						LN		124		10		false		           10                        JUDGE FUKANO:  Response.				false

		3711						LN		124		11		false		           11                        MS. DeLAPPE:  I believe it was				false

		3712						LN		124		12		false		           12     clear, Your Honor.				false

		3713						LN		124		13		false		           13                        JUDGE FUKANO:  I'm going to overrule				false

		3714						LN		124		14		false		           14     the objection.  The witness can answer, if he knows.				false

		3715						LN		124		15		false		           15                        MS. DeLAPPE:  Did that get caught in				false

		3716						LN		124		16		false		           16     the record?  It was not very clear.				false

		3717						LN		124		17		false		           17                        THE WITNESS:  I'm not sure.				false

		3718						LN		124		18		false		           18  Q  (By Ms. DeLappe)  PSP has, then, no updated value				false

		3719						LN		124		19		false		           19     performed by anyone of the retirement liability?				false

		3720						LN		124		20		false		           20  A  That's correct.				false

		3721						LN		124		21		false		           21  Q  So the magnitude of this open-ended liability is not				false

		3722						LN		124		22		false		           22     known?				false

		3723						LN		124		23		false		           23  A  We don't quite see it as open-ended.  I think the				false

		3724						LN		124		24		false		           24     Commission doesn't either.				false

		3725						LN		124		25		false		           25  Q  So it is a future obligation to pay retirees, right?				false

		3726						PG		125		0		false		page 125				false

		3727						LN		125		1		false		            1  A  Yes.				false

		3728						LN		125		2		false		            2  Q  And that obligation, the amount of that obligation is				false

		3729						LN		125		3		false		            3     not reflected on PSP's balance sheet, is it?				false

		3730						LN		125		4		false		            4  A  That's correct.				false

		3731						LN		125		5		false		            5  Q  So participants in any retirement plan, especially a				false

		3732						LN		125		6		false		            6     defined benefit plan, would have a legitimate interest				false

		3733						LN		125		7		false		            7     in knowing the value of their accrued benefit for				false

		3734						LN		125		8		false		            8     estate planning and beneficiary designation purposes,				false

		3735						LN		125		9		false		            9     wouldn't they?				false

		3736						LN		125		10		false		           10                        MS. CARSON:  Objection.  Foundation.				false

		3737						LN		125		11		false		           11     Calls for a legal conclusion.				false

		3738						LN		125		12		false		           12                        JUDGE FUKANO:  Response.				false

		3739						LN		125		13		false		           13                        MS. DeLAPPE:  I am not asking him				false

		3740						LN		125		14		false		           14     any legal questions.  I'm just asking him common sense				false

		3741						LN		125		15		false		           15     questions.				false

		3742						LN		125		16		false		           16                        JUDGE FUKANO:  I will overrule the				false

		3743						LN		125		17		false		           17     objection.				false

		3744						LN		125		18		false		           18          You may answer, if you know.				false

		3745						LN		125		19		false		           19                        THE WITNESS:  Can you repeat the				false

		3746						LN		125		20		false		           20     question, please.				false

		3747						LN		125		21		false		           21                        MS. DeLAPPE:  Certainly.				false

		3748						LN		125		22		false		           22  Q  (By Ms. DeLappe)  Participants in any retirement plan,				false

		3749						LN		125		23		false		           23     especially defined benefit plan, have a legitimate				false

		3750						LN		125		24		false		           24     interest in knowing the value of their accrued benefit				false

		3751						LN		125		25		false		           25     for estate planning and beneficiary designation				false

		3752						PG		126		0		false		page 126				false

		3753						LN		126		1		false		            1     purposes, don't they?				false

		3754						LN		126		2		false		            2  A  Yes.  However, the beneficiary, if -- if -- for estate				false

		3755						LN		126		3		false		            3     planning, I'm not quite sure.  Because if a pilot dies,				false

		3756						LN		126		4		false		            4     his wife or her husband gets half.  That's as far as				false

		3757						LN		126		5		false		            5     the planning goes.  You know what your pension's going				false

		3758						LN		126		6		false		            6     to be.  You know what your percentage is going to be				false

		3759						LN		126		7		false		            7     before you retire.				false

		3760						LN		126		8		false		            8  Q  So when a pilot, a PSP pilot asks you as president,				false

		3761						LN		126		9		false		            9     "What is my retirement going to be worth?" you can't				false

		3762						LN		126		10		false		           10     give them a number?				false

		3763						LN		126		11		false		           11  A  I can give them a number of what it's worth today based				false

		3764						LN		126		12		false		           12     on their years of service and the past three years.  I				false

		3765						LN		126		13		false		           13     can't give them an idea what it's going to be like in				false

		3766						LN		126		14		false		           14     ten years.				false

		3767						LN		126		15		false		           15  Q  You, yourself, are a licensed PSP pilot, right?				false

		3768						LN		126		16		false		           16  A  Yes.				false

		3769						LN		126		17		false		           17  Q  So when you're doing your own financial planning, you				false

		3770						LN		126		18		false		           18     have a value that you ascribe to your retirement plan,				false

		3771						LN		126		19		false		           19     correct?				false

		3772						LN		126		20		false		           20  A  I have a plan, yes.				false

		3773						LN		126		21		false		           21  Q  And you have a value you ascribe to that?				false

		3774						LN		126		22		false		           22  A  Yes.				false

		3775						LN		126		23		false		           23  Q  If PSP can explain the retirement value to its own				false

		3776						LN		126		24		false		           24     members for their personal planning but doesn't provide				false

		3777						LN		126		25		false		           25     that same information on the aggregate level in PSP's				false

		3778						PG		127		0		false		page 127				false

		3779						LN		127		1		false		            1     financials, how do you reconcile that?				false

		3780						LN		127		2		false		            2  A  I'm not an accountant, so I don't do that.				false

		3781						LN		127		3		false		            3  Q  Now, one of your key arguments in this case is that you				false

		3782						LN		127		4		false		            4     need a 52 percent rate increase in order to attract and				false

		3783						LN		127		5		false		            5     retain qualified pilots because the current				false

		3784						LN		127		6		false		            6     compensation is inadequate, right?				false

		3785						LN		127		7		false		            7  A  Yeah, I think that's a number, yeah.				false

		3786						LN		127		8		false		            8  Q  And the UPC study that PSP asked Lane Sisung to perform				false

		3787						LN		127		9		false		            9     specifically excluded retirement benefits from its				false

		3788						LN		127		10		false		           10     comparison, correct?				false

		3789						LN		127		11		false		           11  A  That's correct.				false

		3790						LN		127		12		false		           12  Q  And the study's stated reason for excluding the				false

		3791						LN		127		13		false		           13     retirement was that, quote, accurately valuing pension				false

		3792						LN		127		14		false		           14     benefits across pilot associations would require a				false

		3793						LN		127		15		false		           15     detailed actuarial analysis to ensure apples-to-apples				false

		3794						LN		127		16		false		           16     comparisons.				false

		3795						LN		127		17		false		           17          In other words, it is hard to accurately compare				false

		3796						LN		127		18		false		           18     retirement values, correct?				false

		3797						LN		127		19		false		           19  A  That's correct.				false

		3798						LN		127		20		false		           20  Q  So you agree with his decision to exclude benefits from				false

		3799						LN		127		21		false		           21     his research because it's difficult, challenging to				false

		3800						LN		127		22		false		           22     accurately judge?				false

		3801						LN		127		23		false		           23  A  On the pension, yes.  Because of ages and actuarials				false

		3802						LN		127		24		false		           24     for each group, it just -- it'd just be impossible.				false

		3803						LN		127		25		false		           25  Q  So his study doesn't show how PSP retirement benefits				false

		3804						PG		128		0		false		page 128				false

		3805						LN		128		1		false		            1     rank against other pilotage grounds, right?				false

		3806						LN		128		2		false		            2  A  Yeah, I can tell you:  Lower.  But anyway...				false

		3807						LN		128		3		false		            3  Q  You didn't conduct a formal study.  It's in the				false

		3808						LN		128		4		false		            4     evidence in this case?				false

		3809						LN		128		5		false		            5  A  No.  I was just trying to have a little levity.				false

		3810						LN		128		6		false		            6  Q  Okay.  It's hard for the record to capture that.				false

		3811						LN		128		7		false		            7          Since retirement benefits are excluded, PSP has				false

		3812						LN		128		8		false		            8     presented no evidence from which to conclude whether				false

		3813						LN		128		9		false		            9     these benefits attract new trainees, correct?				false

		3814						LN		128		10		false		           10  A  Can you say --				false

		3815						LN		128		11		false		           11                        MS. CARSON:  Objection.  Ambiguous.				false

		3816						LN		128		12		false		           12     It's not clear what benefits you're referring to.				false

		3817						LN		128		13		false		           13                        MS. DeLAPPE:  The question stated				false

		3818						LN		128		14		false		           14     retirement benefits.				false

		3819						LN		128		15		false		           15                        JUDGE FUKANO:  Will you perhaps				false

		3820						LN		128		16		false		           16     rearticulate or rephrase.				false

		3821						LN		128		17		false		           17                        MS. DeLAPPE:  I'm having a little				false

		3822						LN		128		18		false		           18     trouble understanding which part was not clear.				false

		3823						LN		128		19		false		           19  Q  (By Ms. DeLappe)  So since PSP's retirement benefits				false

		3824						LN		128		20		false		           20     and other pilotage grounds' retirement benefits were				false

		3825						LN		128		21		false		           21     excluded from the study, PSP has presented no evidence				false

		3826						LN		128		22		false		           22     from which to conclude whether the benefits attract				false

		3827						LN		128		23		false		           23     trainees, correct?				false

		3828						LN		128		24		false		           24  A  We have not, no.				false

		3829						LN		128		25		false		           25  Q  But in your testimony, you state that these benefits				false

		3830						PG		129		0		false		page 129				false

		3831						LN		129		1		false		            1     are important attract-and-retain factors?				false

		3832						LN		129		2		false		            2  A  They are -- listen.  When a candidate is deciding where				false

		3833						LN		129		3		false		            3     to go, they look at the total package.  And				false

		3834						LN		129		4		false		            4     retirement's one of them.				false

		3835						LN		129		5		false		            5  Q  So let me see if I understand your position.				false

		3836						LN		129		6		false		            6          You're asking this Commission to authorize				false

		3837						LN		129		7		false		            7     ratepayers to continue funding PSP's retirement system,				false

		3838						LN		129		8		false		            8     right?				false

		3839						LN		129		9		false		            9  A  Yes.				false

		3840						LN		129		10		false		           10  Q  And this is PSP's single largest annual expense?				false

		3841						LN		129		11		false		           11  A  Yes.				false

		3842						LN		129		12		false		           12  Q  The total liability was quantified in the last rate				false

		3843						LN		129		13		false		           13     case, and it is growing.				false

		3844						LN		129		14		false		           14  A  Is there a question there?				false

		3845						LN		129		15		false		           15  Q  Is that correct?				false

		3846						LN		129		16		false		           16  A  I didn't quite -- it is growing, yes.				false

		3847						LN		129		17		false		           17  Q  You don't know what the current present value of that				false

		3848						LN		129		18		false		           18     liability is?				false

		3849						LN		129		19		false		           19  A  I do not.				false

		3850						LN		129		20		false		           20  Q  And you can't tell your own members or any potential				false

		3851						LN		129		21		false		           21     trainees what the actual value of the benefits of the				false

		3852						LN		129		22		false		           22     plan are?				false

		3853						LN		129		23		false		           23                        MS. CARSON:  Objection.				false

		3854						LN		129		24		false		           24     Misrepresents the witness's testimony on that point.				false

		3855						LN		129		25		false		           25                        MS. DeLAPPE:  I'm checking to see				false

		3856						PG		130		0		false		page 130				false

		3857						LN		130		1		false		            1     whether I got it correct.				false

		3858						LN		130		2		false		            2                        JUDGE FUKANO:  Overruled with				false

		3859						LN		130		3		false		            3     respect to a request for clarification.				false

		3860						LN		130		4		false		            4          You may proceed.				false

		3861						LN		130		5		false		            5                        MS. DeLAPPE:  Could you clarify				false

		3862						LN		130		6		false		            6     that.				false

		3863						LN		130		7		false		            7                        THE WITNESS:  So we can tell				false

		3864						LN		130		8		false		            8     trainees or applicants that we're recruiting what the				false

		3865						LN		130		9		false		            9     retirement percentage would be per year of service.				false

		3866						LN		130		10		false		           10     That's all we can do.				false

		3867						LN		130		11		false		           11  Q  (By Ms. DeLappe)  So you're not able to tell potential				false

		3868						LN		130		12		false		           12     retirees of the full value of the retirement benefits				false

		3869						LN		130		13		false		           13     if they worked at PSP for the --				false

		3870						LN		130		14		false		           14  A  No, they know it's a percent and a half per year of				false

		3871						LN		130		15		false		           15     service.  That's all they know.				false

		3872						LN		130		16		false		           16  Q  So if Mr. Sisung cannot make a comparison of retirement				false

		3873						LN		130		17		false		           17     benefits in his study because they are too complex to				false

		3874						LN		130		18		false		           18     compare, how is an average pilot trainee applicant				false

		3875						LN		130		19		false		           19     supposed to evaluate and compare those benefits?				false

		3876						LN		130		20		false		           20  A  I don't know.  That might be why we have a problem.  I				false

		3877						LN		130		21		false		           21     don't know.				false

		3878						LN		130		22		false		           22  Q  If the retirement cannot be evaluated by a potential				false

		3879						LN		130		23		false		           23     applicant, it can't possibly be used as an				false

		3880						LN		130		24		false		           24     attract-and-retain factor, could it?				false

		3881						LN		130		25		false		           25  A  When we -- in fact, just this weekend, we had a couple				false

		3882						PG		131		0		false		page 131				false

		3883						LN		131		1		false		            1     pilots go down to Women Offshore -- Women in Maritime				false

		3884						LN		131		2		false		            2     Leadership, trying to recruit people.  I'm certain that				false

		3885						LN		131		3		false		            3     this came up and they talked about a percent and a half				false

		3886						LN		131		4		false		            4     a year.  You multiply that times 20 years, and you get				false

		3887						LN		131		5		false		            5     30 percent.  I'm sure that's what -- that's what I knew				false

		3888						LN		131		6		false		            6     it was before I became a pilot.				false

		3889						LN		131		7		false		            7  Q  So given the effect of this unfunded liability in favor				false

		3890						LN		131		8		false		            8     of retirees, if potential applicants knew about the				false

		3891						LN		131		9		false		            9     retirement plan PSP has put in place, they might				false

		3892						LN		131		10		false		           10     actually be scared away from applying to the Puget				false

		3893						LN		131		11		false		           11     Sound, wouldn't they?				false

		3894						LN		131		12		false		           12  A  I need to clarify something.  It was industry, PSP, and				false

		3895						LN		131		13		false		           13     the Pilot Commission that put it into place.  Not just				false

		3896						LN		131		14		false		           14     PSP.				false

		3897						LN		131		15		false		           15  Q  I believe that that -- there's evidence to the				false

		3898						LN		131		16		false		           16     contrary.  But if we skip over that part, let me read				false

		3899						LN		131		17		false		           17     it without that part that you take issue with.				false

		3900						LN		131		18		false		           18          Given the effect of this liability, this unfunded				false

		3901						LN		131		19		false		           19     liability in favor of retirees, if potential applicants				false

		3902						LN		131		20		false		           20     knew about the retirement that is in place, they might				false

		3903						LN		131		21		false		           21     actually be scared away from applying to the Puget				false

		3904						LN		131		22		false		           22     Sound, correct?				false

		3905						LN		131		23		false		           23                        MS. CARSON:  Objection.  Lacks				false

		3906						LN		131		24		false		           24     foundation as to what candidates might or might be				false

		3907						LN		131		25		false		           25     scared away by.				false

		3908						PG		132		0		false		page 132				false

		3909						LN		132		1		false		            1                        MS. DeLAPPE:  There was no objection				false

		3910						LN		132		2		false		            2     when I asked earlier and the witness attempted an				false

		3911						LN		132		3		false		            3     answer.				false

		3912						LN		132		4		false		            4                        JUDGE FUKANO:  The witness, I				false

		3913						LN		132		5		false		            5     believe, has previously stated that the retirement				false

		3914						LN		132		6		false		            6     package is a component in attracting qualified				false

		3915						LN		132		7		false		            7     candidates to the pilotage grounds, so I think it's				false

		3916						LN		132		8		false		            8     within the scope of the witness's prior testimony.				false

		3917						LN		132		9		false		            9          So the objection's overruled.				false

		3918						LN		132		10		false		           10                        THE WITNESS:  Can you ask the				false

		3919						LN		132		11		false		           11     question again, please.				false

		3920						LN		132		12		false		           12  Q  (By Ms. DeLappe)  Given the effect of this unfunded				false

		3921						LN		132		13		false		           13     liability in favor of retirees, if potential applicants				false

		3922						LN		132		14		false		           14     knew about the retirement that PSP has in place, they				false

		3923						LN		132		15		false		           15     might actually be scared away from applying to the				false

		3924						LN		132		16		false		           16     Puget Sound?				false

		3925						LN		132		17		false		           17  A  That requires me to get into the head of a future				false

		3926						LN		132		18		false		           18     applicant.  I can't answer that question.				false

		3927						LN		132		19		false		           19  Q  And would you say that attract and retain, as you				false

		3928						LN		132		20		false		           20     understand it, in your testimony here, is putting you				false

		3929						LN		132		21		false		           21     in the same situation of getting in the head of a				false

		3930						LN		132		22		false		           22     potential applicant?				false

		3931						LN		132		23		false		           23                        MS. CARSON:  Objection.  I just want				false

		3932						LN		132		24		false		           24     to clarify what Captain Carlson's testimony actually				false

		3933						LN		132		25		false		           25     says about attract and retain, because I think it's				false

		3934						PG		133		0		false		page 133				false

		3935						LN		133		1		false		            1     being misrepresented here.				false

		3936						LN		133		2		false		            2          He's talking about the kind of overnight				false

		3937						LN		133		3		false		            3     reallocation, the removal of the pension plan would				false

		3938						LN		133		4		false		            4     move in a way that predictably impairs Washington's				false

		3939						LN		133		5		false		            5     ability to attract and retain.  So it's talking about				false

		3940						LN		133		6		false		            6     completely doing away with the pension plan would				false

		3941						LN		133		7		false		            7     interfere with the ability to attract and retain.				false

		3942						LN		133		8		false		            8     There's a difference.				false

		3943						LN		133		9		false		            9                        MS. DeLAPPE:  And I would say that				false

		3944						LN		133		10		false		           10     the logical corollary is exactly what Captain Carlson				false

		3945						LN		133		11		false		           11     has already affirmed in his testimony.  That's water				false

		3946						LN		133		12		false		           12     under the bridge in this testimony today.				false

		3947						LN		133		13		false		           13                        THE WITNESS:  However -- oh, I'm				false

		3948						LN		133		14		false		           14     sorry.				false

		3949						LN		133		15		false		           15                        JUDGE FUKANO:  I'm going to --				false

		3950						LN		133		16		false		           16     acknowledging that that is the context of the statement				false

		3951						LN		133		17		false		           17     in testimony, the witness has still testified in the				false

		3952						LN		133		18		false		           18     hearing today regarding the competitive nature of				false

		3953						LN		133		19		false		           19     certain retirement packages and the need for retirement				false

		3954						LN		133		20		false		           20     packages to attract good quality candidates, so I				false

		3955						LN		133		21		false		           21     believe that this is still within a reasonable scope of				false

		3956						LN		133		22		false		           22     the witness's testimony, and so I'll overrule the				false

		3957						LN		133		23		false		           23     objection.				false

		3958						LN		133		24		false		           24                        THE WITNESS:  Can you ask the				false

		3959						LN		133		25		false		           25     question again, please.				false

		3960						PG		134		0		false		page 134				false

		3961						LN		134		1		false		            1                        MS. DeLAPPE:  I believe this is				false

		3962						LN		134		2		false		            2     maybe my fourth time, and I hope it will be my last.				false

		3963						LN		134		3		false		            3  Q  (By Ms. DeLappe)  Given the effect of this unfunded				false

		3964						LN		134		4		false		            4     liability in favor of retirees, if potential applicants				false

		3965						LN		134		5		false		            5     knew about the retirement plan PSP has in place, they				false

		3966						LN		134		6		false		            6     might actually be scared away from applying to the				false

		3967						LN		134		7		false		            7     Puget Sound, wouldn't they?				false

		3968						LN		134		8		false		            8  A  I think the fact that they would have -- that every new				false

		3969						LN		134		9		false		            9     pilot and active pilot would have to pay four and a				false

		3970						LN		134		10		false		           10     half million dollars to the plan that was already in				false

		3971						LN		134		11		false		           11     place for years would have a catastrophic effect on				false

		3972						LN		134		12		false		           12     trainees' applications, yes.				false

		3973						LN		134		13		false		           13  Q  And let me just state that -- well, one more question				false

		3974						LN		134		14		false		           14     on that.				false

		3975						LN		134		15		false		           15          Wouldn't that be a reason, then, to leave the				false

		3976						LN		134		16		false		           16     magnitude of the unfunded obligation off PSP's books,				false

		3977						LN		134		17		false		           17     then?				false

		3978						LN		134		18		false		           18  A  Who would pay for it?  No, it would not be a reason to				false

		3979						LN		134		19		false		           19     leave it off the books.  It's a promise to pilots when				false

		3980						LN		134		20		false		           20     they become pilots.  It is a contract.  My				false

		3981						LN		134		21		false		           21     understanding -- I'm not an attorney.  My				false

		3982						LN		134		22		false		           22     understanding, the pilots are bound by it.				false

		3983						LN		134		23		false		           23  Q  Now -- yes, that is interesting, given that I've				false

		3984						LN		134		24		false		           24     received so many objections about asking you for legal				false

		3985						LN		134		25		false		           25     opinions.  I appreciate your caveat that you're not an				false

		3986						PG		135		0		false		page 135				false

		3987						LN		135		1		false		            1     attorney on that.				false

		3988						LN		135		2		false		            2          Regarding the -- whether PSP put this in place,				false

		3989						LN		135		3		false		            3     would just like to revisit briefly the history of that.				false

		3990						LN		135		4		false		            4          It occurred as a settlement originally in which				false

		3991						LN		135		5		false		            5     that was one factor of many, correct, Captain Carlson?				false

		3992						LN		135		6		false		            6  A  I think Walt Tabler is the witness on the history of				false

		3993						LN		135		7		false		            7     this.				false

		3994						LN		135		8		false		            8  Q  And yet you just testified about it.  And who put it in				false

		3995						LN		135		9		false		            9     place?  Are you now professing that you are ignorant of				false

		3996						LN		135		10		false		           10     those circumstances?				false

		3997						LN		135		11		false		           11  A  I'm not.  But the specifics of this are known by Walt				false

		3998						LN		135		12		false		           12     Tabler.				false

		3999						LN		135		13		false		           13  Q  And so you're not the witness to testify on that				false

		4000						LN		135		14		false		           14     subject, are you?				false

		4001						LN		135		15		false		           15  A  I think Walt Tabler is a witness.				false

		4002						LN		135		16		false		           16  Q  All right.  Captain Carlson, I accept that you're not				false

		4003						LN		135		17		false		           17     the witness to explain that.				false

		4004						LN		135		18		false		           18          Captain Carlson, in your rebuttal testimony,				false

		4005						LN		135		19		false		           19     Exhibit IC-16T, Page 3, you claim that if PMSA's				false

		4006						LN		135		20		false		           20     funding proposal were adopted, it would trigger a,				false

		4007						LN		135		21		false		           21     quote, destabilizing cascade of litigation and				false

		4008						LN		135		22		false		           22     potential liquidation, correct?				false

		4009						LN		135		23		false		           23  A  Yes.				false

		4010						LN		135		24		false		           24  Q  And on that same page, as you stated, quote, that				false

		4011						LN		135		25		false		           25     outcome would be catastrophic for PSP and would				false

		4012						PG		136		0		false		page 136				false

		4013						LN		136		1		false		            1     severely disrupt pilotage service in Puget Sound with				false

		4014						LN		136		2		false		            2     obvious negative consequences for the safe movement of				false

		4015						LN		136		3		false		            3     vessels, correct?				false

		4016						LN		136		4		false		            4  A  I did.				false

		4017						LN		136		5		false		            5  Q  And another PSP witness, who you just referred to, Walt				false

		4018						LN		136		6		false		            6     Tabler, testified in his testimony, Exhibit WST-01T,				false

		4019						LN		136		7		false		            7     that PMSA's proposed tariff funding would be, quote,				false

		4020						LN		136		8		false		            8     catastrophic and, quote, would likely trigger an unruly				false

		4021						LN		136		9		false		            9     liquidation of the organization.				false

		4022						LN		136		10		false		           10          Do you agree with his characterization?				false

		4023						LN		136		11		false		           11  A  Yeah, I think so.				false

		4024						LN		136		12		false		           12  Q  So let's look at the numbers.				false

		4025						LN		136		13		false		           13          PSP's retirement request is for 6.8 million,				false

		4026						LN		136		14		false		           14     correct?				false

		4027						LN		136		15		false		           15  A  Can you refer me to the exhibit?				false

		4028						LN		136		16		false		           16  Q  It's based on -- so Exhibit AML-03.  If you want to				false

		4029						LN		136		17		false		           17     look at the schedule that Ms. LaRue prepared.  That's				false

		4030						LN		136		18		false		           18     in Schedule 2.34, Cell Q85.				false

		4031						LN		136		19		false		           19                        MS. CARSON:  The spreadsheet.				false

		4032						LN		136		20		false		           20                        THE WITNESS:  Excuse me.				false

		4033						LN		136		21		false		           21                        MS. CARSON:  AML-03.				false

		4034						LN		136		22		false		           22                        COMMISSIONER RENDAHL:  Can I have a				false

		4035						LN		136		23		false		           23     minute to find that, please, and could you repeat that				false

		4036						LN		136		24		false		           24     reference.				false

		4037						LN		136		25		false		           25                        MS. DeLAPPE:  It's in Exhibit AML --				false

		4038						PG		137		0		false		page 137				false

		4039						LN		137		1		false		            1                        MS. CARSON:  It's AML-03.  Yep.				false

		4040						LN		137		2		false		            2     AML-03.				false

		4041						LN		137		3		false		            3                        MS. DeLAPPE:  03.  Schedule 2.34.				false

		4042						LN		137		4		false		            4     And it's in Cell Q85.				false

		4043						LN		137		5		false		            5                        MR. STARKEY:  Clarify specifically				false

		4044						LN		137		6		false		            6     where.				false

		4045						LN		137		7		false		            7                        MS. DeLAPPE:  Yeah.  Cell Q85 and				false

		4046						LN		137		8		false		            8     Schedule 2.3.  Let's see.				false

		4047						LN		137		9		false		            9                        JUDGE FUKANO:  2.34, yes.				false

		4048						LN		137		10		false		           10                        MS. DeLAPPE:  Yes, 2.34.  I'm sorry.				false

		4049						LN		137		11		false		           11                        MR. STARKEY:  2.34.  Then which				false

		4050						LN		137		12		false		           12     cell --				false

		4051						LN		137		13		false		           13                        MS. DeLAPPE:  Q85.				false

		4052						LN		137		14		false		           14  Q  (By Ms. DeLappe)  Are you with me?				false

		4053						LN		137		15		false		           15  A  Yep.  Yes.				false

		4054						LN		137		16		false		           16  Q  Okay.  So PSP's retirement request is for approximately				false

		4055						LN		137		17		false		           17     6.8 million, right?				false

		4056						LN		137		18		false		           18  A  Yes.				false

		4057						LN		137		19		false		           19  Q  Staff's retirement recommendation is for approximately				false

		4058						LN		137		20		false		           20     4.5 million, correct?				false

		4059						LN		137		21		false		           21  A  Yes.				false

		4060						LN		137		22		false		           22  Q  And PMSA's retirement recommendation is for a little				false

		4061						LN		137		23		false		           23     over two million, correct?				false

		4062						LN		137		24		false		           24  A  I haven't done that math in a while, but you're saying				false

		4063						LN		137		25		false		           25     36,000 times 56?  Is that what you're saying?				false

		4064						PG		138		0		false		page 138				false

		4065						LN		138		1		false		            1  Q  It's in Exhibit MM-70, if you'd like to refer to it.				false

		4066						LN		138		2		false		            2  A  Yeah, well, 36,000 times 56 is a little over two				false

		4067						LN		138		3		false		            3     million.				false

		4068						LN		138		4		false		            4  Q  Thank you.				false

		4069						LN		138		5		false		            5          So you're not actually testifying, that if the				false

		4070						LN		138		6		false		            6     revenue requirement is lower than what PSP is				false

		4071						LN		138		7		false		            7     requesting by 2.2 million or 4.8 million, that that				false

		4072						LN		138		8		false		            8     would result in a destabilizing cascade of litigation				false

		4073						LN		138		9		false		            9     and potential liquidation, are you?				false

		4074						LN		138		10		false		           10  A  I am.  4. whatever -- $4.8 million is a lot to put on				false

		4075						LN		138		11		false		           11     the back of 56 pilots who thought they were having a				false

		4076						LN		138		12		false		           12     pretty stable retirement looking ahead.				false

		4077						LN		138		13		false		           13  Q  So you're saying that PSP is going to liquidate its				false

		4078						LN		138		14		false		           14     entire business if individual pilots are asked to begin				false

		4079						LN		138		15		false		           15     contributing to their own retirement accounts?				false

		4080						LN		138		16		false		           16                        MS. CARSON:  Objection.				false

		4081						LN		138		17		false		           17                        THE WITNESS:  I think it's --				false

		4082						LN		138		18		false		           18                        MS. CARSON:  Misrepresents the				false

		4083						LN		138		19		false		           19     witness's testimony.				false

		4084						LN		138		20		false		           20                        JUDGE FUKANO:  Response.				false

		4085						LN		138		21		false		           21                        MS. DeLAPPE:  It's a completely				false

		4086						LN		138		22		false		           22     faithful representation of the corollary of what he is				false

		4087						LN		138		23		false		           23     stating, and I'm only asking him to state whether he				false

		4088						LN		138		24		false		           24     agrees with the corollary.				false

		4089						LN		138		25		false		           25                        JUDGE FUKANO:  The witness's				false

		4090						PG		139		0		false		page 139				false

		4091						LN		139		1		false		            1     testimony does refer to liquidation.  So I will -- I				false

		4092						LN		139		2		false		            2     will overrule the objection, but perhaps rephrase to				false

		4093						LN		139		3		false		            3     refer to the witness's statement.				false

		4094						LN		139		4		false		            4                        MS. DeLAPPE:  Thank you.				false

		4095						LN		139		5		false		            5  Q  (By Ms. DeLappe)  So, Captain Carlson, you stated that				false

		4096						LN		139		6		false		            6     if the revenue requirement is -- does not include the				false

		4097						LN		139		7		false		            7     2.2- or $4.8 million of -- that you are requesting,				false

		4098						LN		139		8		false		            8     that you would -- that PSP is going to liquidate its				false

		4099						LN		139		9		false		            9     entire business, correct?				false

		4100						LN		139		10		false		           10  A  No.  I didn't testify to that in writing.  I said				false

		4101						LN		139		11		false		           11     trigger a destabling effect, cascade of litigation,				false

		4102						LN		139		12		false		           12     which it would.  People would be suing like crazy.  And				false

		4103						LN		139		13		false		           13     possible litigation.				false

		4104						LN		139		14		false		           14  Q  Liquidation.				false

		4105						LN		139		15		false		           15  A  Potential.				false

		4106						LN		139		16		false		           16  Q  And so this cascading litigation would occur because				false

		4107						LN		139		17		false		           17     pilots are being asked to contribute to their own				false

		4108						LN		139		18		false		           18     retirement accounts?				false

		4109						LN		139		19		false		           19  A  They would be contributing to somebody else's				false

		4110						LN		139		20		false		           20     retirement account, not theirs.  This is past				false

		4111						LN		139		21		false		           21     obligations.				false

		4112						LN		139		22		false		           22  Q  Let's talk about your comment that they would have				false

		4113						LN		139		23		false		           23     obvious -- that this would have obvious negative				false

		4114						LN		139		24		false		           24     consequences for the safe movement of vessels.				false

		4115						LN		139		25		false		           25          So contributing -- the pilots having a part in				false

		4116						PG		140		0		false		page 140				false

		4117						LN		140		1		false		            1     contributing toward their own retirement plan would				false

		4118						LN		140		2		false		            2     lead to those obvious negative consequences?				false

		4119						LN		140		3		false		            3  A  Can you please tell me what line that's on.				false

		4120						LN		140		4		false		            4  Q  It's in your testimony that we discussed a couple of				false

		4121						LN		140		5		false		            5     minutes ago, at Exhibit IC-16T, Page 3.				false

		4122						LN		140		6		false		            6  A  What line?				false

		4123						LN		140		7		false		            7  Q  It's on a little further down from -- let's see -- from				false

		4124						LN		140		8		false		            8     where we talked about your cascade of litigation.  So				false

		4125						LN		140		9		false		            9     let me pull that up.				false

		4126						LN		140		10		false		           10          So I have that as Line 9.				false

		4127						LN		140		11		false		           11  A  Okay.  So, and then the question.				false

		4128						LN		140		12		false		           12  Q  So if pilots had to contribute towards the retirement				false

		4129						LN		140		13		false		           13     plan, their own retirement plan at PSP, you say that				false

		4130						LN		140		14		false		           14     will have obvious negative sequences for the safe				false

		4131						LN		140		15		false		           15     movement of vessels, right?				false

		4132						LN		140		16		false		           16  A  It depends on the amount that they have to contribute.				false

		4133						LN		140		17		false		           17     As per your submission, as per Captain Moore's				false

		4134						LN		140		18		false		           18     submission, that would cause problems here because				false

		4135						LN		140		19		false		           19     pilots -- pilots will contribute to their plan.  They				false

		4136						LN		140		20		false		           20     just -- the amount of $4 million is ridiculous when				false

		4137						LN		140		21		false		           21     they were promised other amounts of money.				false

		4138						LN		140		22		false		           22          So what would happen?  Younger pilots would leave				false

		4139						LN		140		23		false		           23     the system.  Younger pilots would go somewhere else.				false

		4140						LN		140		24		false		           24     What would happen?  Then the older pilots would be left				false

		4141						LN		140		25		false		           25     to -- or middle-aged or whatever.  We'd have a shortage				false

		4142						PG		141		0		false		page 141				false

		4143						LN		141		1		false		            1     of pilots.  That shortage of pilots would cause safety				false

		4144						LN		141		2		false		            2     issues, yes.				false

		4145						LN		141		3		false		            3  Q  You personally would never purposefully place a vessel				false

		4146						LN		141		4		false		            4     that you're piloting in an unsafe condition based on				false

		4147						LN		141		5		false		            5     how much that vessel is lawfully paying under a				false

		4148						LN		141		6		false		            6     Commission-approved tariff, would you?				false

		4149						LN		141		7		false		            7  A  Of course not.				false

		4150						LN		141		8		false		            8  Q  Nor would you expect anything less of your pilots?				false

		4151						LN		141		9		false		            9  A  Of course not.				false

		4152						LN		141		10		false		           10  Q  So let's look at Exhibit -- Cross Exhibit 45.  IC-45.				false

		4153						LN		141		11		false		           11  A  Yeah.				false

		4154						LN		141		12		false		           12  Q  That shows a productivity table that you submitted with				false

		4155						LN		141		13		false		           13     your rebuttal testimony in the last rate case, right?				false

		4156						LN		141		14		false		           14  A  Yes.				false

		4157						LN		141		15		false		           15  Q  And you testified on that same page, quote, if the				false

		4158						LN		141		16		false		           16     efficiency measures are increasing the number of				false

		4159						LN		141		17		false		           17     pilotage assignments that a pilot can perform during				false

		4160						LN		141		18		false		           18     their on-watch duty cycle, then these measures are				false

		4161						LN		141		19		false		           19     doing their job.				false

		4162						LN		141		20		false		           20  A  Yes, I did.				false

		4163						LN		141		21		false		           21  Q  So if you could turn now to cross Exhibit 47.  IC-47.				false

		4164						LN		141		22		false		           22          That's an excerpt from the hearing transcript in				false

		4165						LN		141		23		false		           23     the last case.				false

		4166						LN		141		24		false		           24  A  Okay.				false

		4167						LN		141		25		false		           25  Q  Okay.  At the start of the highlighted text on that				false

		4168						PG		142		0		false		page 142				false

		4169						LN		142		1		false		            1     page, you testified that the table was intended to show				false

		4170						LN		142		2		false		            2     on-watch efficiency improvements, right?				false

		4171						LN		142		3		false		            3  A  Yes.				false

		4172						LN		142		4		false		            4  Q  And on the last page of this exhibit, at Lines 2				false

		4173						LN		142		5		false		            5     through 7, you testified, The average on-watch				false

		4174						LN		142		6		false		            6     assignments, which is key to improving efficiency, have				false

		4175						LN		142		7		false		            7     increased substantially in 2022 versus 2020 -- excuse				false

		4176						LN		142		8		false		            8     me -- 2019, and those are due to a lot of the				false

		4177						LN		142		9		false		            9     efficiency measures we implemented as a result of				false

		4178						LN		142		10		false		           10     Order 09, right?				false

		4179						LN		142		11		false		           11                        MS. CARSON:  Can I get clarification				false

		4180						LN		142		12		false		           12     what exhibit you're on?				false

		4181						LN		142		13		false		           13                        THE WITNESS:  Yeah, because --				false

		4182						LN		142		14		false		           14                        MS. CARSON:  I don't see a Page 2 to				false

		4183						LN		142		15		false		           15     Exhibit IC-47.				false

		4184						LN		142		16		false		           16                        MS. DeLAPPE:  Let me pull that up				false

		4185						LN		142		17		false		           17     again.  Is it on Page 3?				false

		4186						LN		142		18		false		           18          So I'm sorry.  That's on Page 3 of this				false

		4187						LN		142		19		false		           19     Exhibit 47, cross exhibit.				false

		4188						LN		142		20		false		           20                        THE WITNESS:  There's only two				false

		4189						LN		142		21		false		           21     pages.				false

		4190						LN		142		22		false		           22                        JUDGE FUKANO:  I'm seeing --				false

		4191						LN		142		23		false		           23                        MS. DeLAPPE:  So is there a				false

		4192						LN		142		24		false		           24     numbering issue?				false

		4193						LN		142		25		false		           25                        JUDGE FUKANO:  I'm seeing transcript				false

		4194						PG		143		0		false		page 143				false

		4195						LN		143		1		false		            1     pages for Pages 342 and 343 for this exhibit.				false

		4196						LN		143		2		false		            2                        MS. DeLAPPE:  Yes.  And I'm on				false

		4197						LN		143		3		false		            3     Transcript Page 343.				false

		4198						LN		143		4		false		            4                        MS. MULLINS:  Is that 46X?				false

		4199						LN		143		5		false		            5                        JUDGE FUKANO:  This is 47X.  IC-47X.				false

		4200						LN		143		6		false		            6                        MS. MULLINS:  47 and 46 might be				false

		4201						LN		143		7		false		            7     switched.  46 is the three-pager.  47 is the two-pager.				false

		4202						LN		143		8		false		            8                        THE WITNESS:  Okay.				false

		4203						LN		143		9		false		            9                        JUDGE FUKANO:  And the title is				false

		4204						LN		143		10		false		           10     Redirect Testimony of Captain Carlson Regarding				false

		4205						LN		143		11		false		           11     Efficiency, TP-225013?				false

		4206						LN		143		12		false		           12                        MS. DeLAPPE:  Yes.				false

		4207						LN		143		13		false		           13                        MS. CARSON:  Yeah.  So I've got it				false

		4208						LN		143		14		false		           14     now.  It's Exhibit 46.  Is that right?  It's 47.  It's				false

		4209						LN		143		15		false		           15     marked 46, but 47.				false

		4210						LN		143		16		false		           16                        CHAIR RYBARIK:  The testimony is				false

		4211						LN		143		17		false		           17     also in 46, but...				false

		4212						LN		143		18		false		           18                        THE WITNESS:  Okay.  Can you kind of				false

		4213						LN		143		19		false		           19     go back a little bit.				false

		4214						LN		143		20		false		           20  Q  (By Ms. DeLappe)  So in the last --				false

		4215						LN		143		21		false		           21                        JUDGE FUKANO:  Before we continue --				false

		4216						LN		143		22		false		           22                        MS. DeLAPPE:  Yes.				false

		4217						LN		143		23		false		           23                        JUDGE FUKANO:  -- I just want to				false

		4218						LN		143		24		false		           24     note that it is noon.				false

		4219						LN		143		25		false		           25                        MS. DeLAPPE:  Yes.				false

		4220						PG		144		0		false		page 144				false

		4221						LN		144		1		false		            1                        JUDGE FUKANO:  Would there be a				false

		4222						LN		144		2		false		            2     reasonable point to take our lunch break, either now or				false

		4223						LN		144		3		false		            3     in the near future?				false

		4224						LN		144		4		false		            4                        MS. DeLAPPE:  Yes.  Why don't we				false

		4225						LN		144		5		false		            5     take it now, and then we can catch up on the exhibit				false

		4226						LN		144		6		false		            6     confusion.  That would be great.  Thank you.				false

		4227						LN		144		7		false		            7                        JUDGE FUKANO:  Very good.  Then we				false

		4228						LN		144		8		false		            8     will be in recess for one hour for lunch.  We will plan				false

		4229						LN		144		9		false		            9     to resume at approximately 1:02 p.m.  Thank you.				false

		4230						LN		144		10		false		           10                               (Pause in proceedings from				false

		4231						LN		144		11		false		           11                                12:02 p.m. to 1:04 p.m.)				false

		4232						LN		144		12		false		           12				false

		4233						LN		144		13		false		           13                        JUDGE FUKANO:  So let's be on the				false

		4234						LN		144		14		false		           14     record.				false

		4235						LN		144		15		false		           15          We are returning to the hearing for WUTC vs. PSP				false

		4236						LN		144		16		false		           16     in Docket 250574.  The time is approximately 1:05 p.m.				false

		4237						LN		144		17		false		           17     We are resuming PMSA's cross of Captain Ivan Carlson.				false

		4238						LN		144		18		false		           18          PMSA, you may proceed when ready.				false

		4239						LN		144		19		false		           19                        MS. DeLAPPE:  Thank you, Judge				false

		4240						LN		144		20		false		           20     Fukano.				false

		4241						LN		144		21		false		           21  Q  (By Ms. DeLappe)  Captain Carlson, I'm going to take a				false

		4242						LN		144		22		false		           22     quick detour to just one question from where we left				false

		4243						LN		144		23		false		           23     off.				false

		4244						LN		144		24		false		           24          Would you agree that Puget Sound Pilots is not in				false

		4245						LN		144		25		false		           25     the business of providing a return on investment to the				false

		4246						PG		145		0		false		page 145				false

		4247						LN		145		1		false		            1     individual members or pilots?				false

		4248						LN		145		2		false		            2  A  I can't answer that.  I can't speak to that.				false

		4249						LN		145		3		false		            3  Q  And why is that?				false

		4250						LN		145		4		false		            4  A  Because I don't understand really what you're talking				false

		4251						LN		145		5		false		            5     about a return on -- what investment are you speaking				false

		4252						LN		145		6		false		            6     of?  I don't know.				false

		4253						LN		145		7		false		            7  Q  All right.  Thank you.				false

		4254						LN		145		8		false		            8          So going back to what we were discussing before				false

		4255						LN		145		9		false		            9     the break, you now have in front of you Exhibit --				false

		4256						LN		145		10		false		           10     Cross Exhibit 36X, IC-36 -- excuse me -- IC-47X, the				false

		4257						LN		145		11		false		           11     transcript pages?				false

		4258						LN		145		12		false		           12  A  Yes.				false

		4259						LN		145		13		false		           13  Q  Thank you.				false

		4260						LN		145		14		false		           14          In the last rate case, you specifically testified				false

		4261						LN		145		15		false		           15     that improving average assignment levels were a key				false

		4262						LN		145		16		false		           16     metric to improving efficiency, correct?				false

		4263						LN		145		17		false		           17  A  Yes.				false

		4264						LN		145		18		false		           18  Q  And further down on this page, which is Page 343 of the				false

		4265						LN		145		19		false		           19     transcript and Page 3 of the exhibit, starting at				false

		4266						LN		145		20		false		           20     Line 14, you testified that on-watch efficiency had				false

		4267						LN		145		21		false		           21     increased about six and a half assignments per pilot,				false

		4268						LN		145		22		false		           22     on average, between 2019 and 2022, correct?				false

		4269						LN		145		23		false		           23  A  I'm sorry.  I must have the wrong page.  You're saying				false

		4270						LN		145		24		false		           24     Page 343, line -- which line?				false

		4271						LN		145		25		false		           25  Q  From Lines 14 to 18.				false

		4272						PG		146		0		false		page 146				false

		4273						LN		146		1		false		            1  A  Yes, it does.				false

		4274						LN		146		2		false		            2  Q  And you testified just a little below that, that that				false

		4275						LN		146		3		false		            3     represented an increase of a little over 5, maybe 6				false

		4276						LN		146		4		false		            4     percent?				false

		4277						LN		146		5		false		            5  A  Yes.				false

		4278						LN		146		6		false		            6  Q  That 5 to 6 percent improvement in assignments per				false

		4279						LN		146		7		false		            7     pilot was then cited by the Commission in Order 08, a				false

		4280						LN		146		8		false		            8     finding supporting PSP's efficiency improvement.				false

		4281						LN		146		9		false		            9          Do you recall that?				false

		4282						LN		146		10		false		           10  A  I don't recall the specifics other than they were				false

		4283						LN		146		11		false		           11     saying they recognize how hard we work.  I think it had				false

		4284						LN		146		12		false		           12     to do with other groups, comparing us to the workload				false

		4285						LN		146		13		false		           13     of other groups as well, but I could be wrong.				false

		4286						LN		146		14		false		           14  Q  Would you like to look?  It's Order 08, at				false

		4287						LN		146		15		false		           15     Paragraph 300.				false

		4288						LN		146		16		false		           16          And it states...				false

		4289						LN		146		17		false		           17  A  Okay.				false

		4290						LN		146		18		false		           18  Q  Okay.  The last line in that paragraph says, Captain				false

		4291						LN		146		19		false		           19     Carlson notes that implementing these efficiency				false

		4292						LN		146		20		false		           20     measures increased watch productivity per pilot by 5				false

		4293						LN		146		21		false		           21     percent when comparing 2022 productivity to 2019,				false

		4294						LN		146		22		false		           22     right?				false

		4295						LN		146		23		false		           23  A  Okay.				false

		4296						LN		146		24		false		           24  Q  When you increased your average assignment level by				false

		4297						LN		146		25		false		           25     improving efficiency, you did not compromise PSP's				false

		4298						PG		147		0		false		page 147				false

		4299						LN		147		1		false		            1     safety standards, did you?				false

		4300						LN		147		2		false		            2  A  No.  We delayed more vessels, though.				false

		4301						LN		147		3		false		            3  Q  PSP did not experience any safety incidents when it				false

		4302						LN		147		4		false		            4     increased productivity per pilot by 5 to 6 percent				false

		4303						LN		147		5		false		            5     then?				false

		4304						LN		147		6		false		            6  A  I'm not sure that, just because there were no				false

		4305						LN		147		7		false		            7     accidents, that we impinged upon safety.				false

		4306						LN		147		8		false		            8  Q  Now, you -- we discussed already earlier today that you				false

		4307						LN		147		9		false		            9     did not knowingly violate any rest rules, correct?				false

		4308						LN		147		10		false		           10  A  Correct.				false

		4309						LN		147		11		false		           11  Q  Okay.  In Exhibit IC-26, again your exhibit we				false

		4310						LN		147		12		false		           12     discussed earlier, you showed that in 2022, pilots				false

		4311						LN		147		13		false		           13     worked a total average assignment level of 146.71				false

		4312						LN		147		14		false		           14     assignments.				false

		4313						LN		147		15		false		           15          That includes both on-watch and callback				false

		4314						LN		147		16		false		           16     assignments, correct?				false

		4315						LN		147		17		false		           17  A  I'm sorry.  IC-26 in this case?				false

		4316						LN		147		18		false		           18  Q  Yes.				false

		4317						LN		147		19		false		           19  A  Okay.  Can I get to it?				false

		4318						LN		147		20		false		           20  Q  Certainly.				false

		4319						LN		147		21		false		           21  A  Oh, yeah.  Yeah.				false

		4320						LN		147		22		false		           22  Q  Okay.  And that includes both on-watch and callback,				false

		4321						LN		147		23		false		           23     correct?				false

		4322						LN		147		24		false		           24  A  It does.				false

		4323						LN		147		25		false		           25  Q  So, but today, your recommendation is that the				false

		4324						PG		148		0		false		page 148				false

		4325						LN		148		1		false		            1     Commission abandon the average assignment level				false

		4326						LN		148		2		false		            2     methodology, correct?				false

		4327						LN		148		3		false		            3  A  Yes.				false

		4328						LN		148		4		false		            4  Q  And this is the opposite of your recommendation in the				false

		4329						LN		148		5		false		            5     last case regarding the AAL as a key efficiency metric,				false

		4330						LN		148		6		false		            6     isn't it?				false

		4331						LN		148		7		false		            7  A  Please show me where I said that in the last case.				false

		4332						LN		148		8		false		            8  Q  The AAL is a key efficiency metric.  We've already				false

		4333						LN		148		9		false		            9     discussed this today.				false

		4334						LN		148		10		false		           10          Do you not recall?				false

		4335						LN		148		11		false		           11  A  I think that is the average on-watch efficiency				false

		4336						LN		148		12		false		           12     measure.  Not the AAL.  The on-watch efficiency				false

		4337						LN		148		13		false		           13     measure.				false

		4338						LN		148		14		false		           14  Q  So the AAL as a key efficiency metric was discussed in				false

		4339						LN		148		15		false		           15     your testimony in the last rate case.  And we discussed				false

		4340						LN		148		16		false		           16     that a little earlier today.				false

		4341						LN		148		17		false		           17  A  Please give me the --				false

		4342						LN		148		18		false		           18  Q  Do you recall that?				false

		4343						LN		148		19		false		           19  A  No.  Please give me the reference.				false

		4344						LN		148		20		false		           20  Q  I believe it is in Exhibit IC-45X.  Let me pull that				false

		4345						LN		148		21		false		           21     back up.				false

		4346						LN		148		22		false		           22          Yes.				false

		4347						LN		148		23		false		           23  A  Yes, I see it.				false

		4348						LN		148		24		false		           24  Q  And so you see at Line 5, or between Lines 5 and 6, you				false

		4349						LN		148		25		false		           25     discuss that as a key metric to assess the effects of				false

		4350						PG		149		0		false		page 149				false

		4351						LN		149		1		false		            1     the new efficiency measures?				false

		4352						LN		149		2		false		            2  A  Yes.  You'll see also it says on-watch assignment level				false

		4353						LN		149		3		false		            3     in that graph.				false

		4354						LN		149		4		false		            4  Q  Thank you.				false

		4355						LN		149		5		false		            5          Regarding the final orders in the last two rate				false

		4356						LN		149		6		false		            6     cases, they established -- they discuss the fairness				false

		4357						LN		149		7		false		            7     standard -- right? -- as requiring a balance between				false

		4358						LN		149		8		false		            8     the economic interests of ratepayers and the financial				false

		4359						LN		149		9		false		            9     needs of pilots, ensuring that neither side bears a				false

		4360						LN		149		10		false		           10     disproportionate or unjustified burden, right?				false

		4361						LN		149		11		false		           11  A  I don't know.  Can you tell me where?				false

		4362						LN		149		12		false		           12  Q  So, for example, if you turn to Final Order 09,				false

		4363						LN		149		13		false		           13     Paragraph 43.				false

		4364						LN		149		14		false		           14                        MS. CARSON:  I'm going to object.				false

		4365						LN		149		15		false		           15     This seems like legal argument rather than questioning.				false

		4366						LN		149		16		false		           16     The order says what it says.  Doesn't need to be				false

		4367						LN		149		17		false		           17     repeated for this witness.				false

		4368						LN		149		18		false		           18                        MS. DeLAPPE:  It's -- it is				false

		4369						LN		149		19		false		           19     foundation for my next line of questioning, to				false

		4370						LN		149		20		false		           20     understand the fairness.  It's with respect to Captain				false

		4371						LN		149		21		false		           21     Moore's testimony regarding what's fair in light of				false

		4372						LN		149		22		false		           22     Commission precedent.				false

		4373						LN		149		23		false		           23                        JUDGE FUKANO:  Can you identify what				false

		4374						LN		149		24		false		           24     portion of the order you're referring to?				false

		4375						LN		149		25		false		           25                        MS. DeLAPPE:  Yes.  Certainly.  It's				false

		4376						PG		150		0		false		page 150				false

		4377						LN		150		1		false		            1     Order 09, Paragraph 43.				false

		4378						LN		150		2		false		            2          And I'm simply discussing where it says "fair" in				false

		4379						LN		150		3		false		            3     italics.  That "fair" means fair to the customers and				false

		4380						LN		150		4		false		            4     to the company's shareholders.  And then down below, in				false

		4381						LN		150		5		false		            5     this context, the customers are the shippers				false

		4382						LN		150		6		false		            6     represented by PMSA, and in that case, PYM, and the				false

		4383						LN		150		7		false		            7     company is PSP and its member pilots.				false

		4384						LN		150		8		false		            8                        JUDGE FUKANO:  I'm going to sustain				false

		4385						LN		150		9		false		            9     the objection to the question asked, but I believe the				false

		4386						LN		150		10		false		           10     question referred to the witness's testimony where that				false

		4387						LN		150		11		false		           11     is referring to Commission legal standard, so you				false

		4388						LN		150		12		false		           12     may -- you may rephrase.				false

		4389						LN		150		13		false		           13  Q  (By Ms. DeLappe)   So let's turn to Exhibit 49T --				false

		4390						LN		150		14		false		           14     excuse me -- MM-49T, if you could, please.  And that is				false

		4391						LN		150		15		false		           15     Captain Moore's rebuttal testimony.				false

		4392						LN		150		16		false		           16  A  Yes.  Tr?  T.				false

		4393						LN		150		17		false		           17  Q  Tr would be -- except it didn't get -- I don't believe				false

		4394						LN		150		18		false		           18     it got revised.  I think it's just T.				false

		4395						LN		150		19		false		           19  A  I have T.				false

		4396						LN		150		20		false		           20  Q  Thank you.  And specifically Page 13, please.				false

		4397						LN		150		21		false		           21                        JUDGE FUKANO:  And apologies.  I did				false

		4398						LN		150		22		false		           22     just want to note for the benefit of the Zoom hearing				false

		4399						LN		150		23		false		           23     and the recording, that if objections are made, please				false

		4400						LN		150		24		false		           24     also activate your camera for purpose of objections as				false

		4401						LN		150		25		false		           25     well.				false

		4402						PG		151		0		false		page 151				false

		4403						LN		151		1		false		            1                        COMMISSIONER RENDAHL:  This is				false

		4404						LN		151		2		false		            2     Commissioner Rendahl.  Could I have what page we're				false

		4405						LN		151		3		false		            3     looking at again, please.				false

		4406						LN		151		4		false		            4                        MS. DeLAPPE:  Exhibit MM-49T, at				false

		4407						LN		151		5		false		            5     Page 13.				false

		4408						LN		151		6		false		            6                        COMMISSIONER RENDAHL:  Page 13.				false

		4409						LN		151		7		false		            7     Thank you.				false

		4410						LN		151		8		false		            8  Q  (By Ms. DeLappe)   And so, Captain Carlson, have you				false

		4411						LN		151		9		false		            9     reviewed this testimony?				false

		4412						LN		151		10		false		           10  A  I looked at it.  There's a lot there.  But a lot of				false

		4413						LN		151		11		false		           11     numbers and graphs and different things, yeah.				false

		4414						LN		151		12		false		           12  Q  And I'm only going to ask you about a couple of pages,				false

		4415						LN		151		13		false		           13     Page 13 and Page 14.				false

		4416						LN		151		14		false		           14  A  Okay.				false

		4417						LN		151		15		false		           15  Q  So walking through the table on Page 13, just want to				false

		4418						LN		151		16		false		           16     test a few general concepts with you.				false

		4419						LN		151		17		false		           17          When pilots do more work and -- excuse me -- more				false

		4420						LN		151		18		false		           18     efficient -- so when they do more work and they receive				false

		4421						LN		151		19		false		           19     higher pay, would you believe that that outcome is fair				false

		4422						LN		151		20		false		           20     for both parties?				false

		4423						LN		151		21		false		           21  A  No.				false

		4424						LN		151		22		false		           22  Q  Wasn't that exactly your point in the last case when				false

		4425						LN		151		23		false		           23     you were testifying about efficiency metrics?				false

		4426						LN		151		24		false		           24                        MS. CARSON:  Object to this line of				false

		4427						LN		151		25		false		           25     questioning.  It refers to the Commission has				false

		4428						PG		152		0		false		page 152				false

		4429						LN		152		1		false		            1     established a structure where fair compensation to				false

		4430						LN		152		2		false		            2     pilots moves proportionately with efficiency and				false

		4431						LN		152		3		false		            3     productivity for ratepayers.  I don't think that				false

		4432						LN		152		4		false		            4     correctly characterizes the Commission's determination,				false

		4433						LN		152		5		false		            5     and I don't think Mr. -- Captain Carlson should be				false

		4434						LN		152		6		false		            6     questioned on that.				false

		4435						LN		152		7		false		            7                        MS. DeLAPPE:  Let me --				false

		4436						LN		152		8		false		            8                        MS. CARSON:  This is not his				false

		4437						LN		152		9		false		            9     testimony.				false

		4438						LN		152		10		false		           10                        MS. DeLAPPE:  -- withdraw the				false

		4439						LN		152		11		false		           11     question and rephrase it, if I may.				false

		4440						LN		152		12		false		           12                        JUDGE FUKANO:  Please proceed.  And				false

		4441						LN		152		13		false		           13     then we'll sustain the objection as to that.				false

		4442						LN		152		14		false		           14  Q  (By Ms. DeLappe)  Captain Carlson, I'm asking you to				false

		4443						LN		152		15		false		           15     look at Exhibit MM-49T not to accept any of this as				false

		4444						LN		152		16		false		           16     your own opinion or your own -- that you're ascribing				false

		4445						LN		152		17		false		           17     to your own -- to this as your own testimony.  Okay?				false

		4446						LN		152		18		false		           18     But I would like to walk through some -- the concepts				false

		4447						LN		152		19		false		           19     that are in the table at Exhibit -- at Lines 15 through				false

		4448						LN		152		20		false		           20     19 just to discuss these same topics.  I believe that				false

		4449						LN		152		21		false		           21     having the visual would be helpful.				false

		4450						LN		152		22		false		           22          Is that okay with you?				false

		4451						LN		152		23		false		           23          And without -- just with me.  Is that okay with				false

		4452						LN		152		24		false		           24     you?  To walk through those concepts?  Or would you				false

		4453						LN		152		25		false		           25     prefer to do so without any visual?				false

		4454						PG		153		0		false		page 153				false

		4455						LN		153		1		false		            1  A  I don't care.				false

		4456						LN		153		2		false		            2  Q  Okay.  So just conceptually, when pilots do more work				false

		4457						LN		153		3		false		            3     and receive higher pay, was that not precisely your				false

		4458						LN		153		4		false		            4     point in your testimony around efficiency in the last				false

		4459						LN		153		5		false		            5     rate case?				false

		4460						LN		153		6		false		            6  A  No, I don't think it necessarily was.  I think that --				false

		4461						LN		153		7		false		            7     I was saying we should get paid for what we do, but				false

		4462						LN		153		8		false		            8     that is within the bounds of what the Pilot Commission				false

		4463						LN		153		9		false		            9     says we should do.  So if we should work 123 jobs, then				false

		4464						LN		153		10		false		           10     that's what we should be paid for.				false

		4465						LN		153		11		false		           11  Q  And so would you -- you don't agree, then, that when				false

		4466						LN		153		12		false		           12     pilots do less work and receive lower pay, that that				false

		4467						LN		153		13		false		           13     outcome is fair?				false

		4468						LN		153		14		false		           14  A  It depends on what else they're doing.  You see, they				false

		4469						LN		153		15		false		           15     don't -- we don't just move ships.  We have a ton of				false

		4470						LN		153		16		false		           16     work going on.  Some of it's on our off time; some of				false

		4471						LN		153		17		false		           17     it's on our on time.  It's not just moving ships.  It's				false

		4472						LN		153		18		false		           18     an entire pilotage system that we're trying to support.				false

		4473						LN		153		19		false		           19  Q  And what is it exactly when a vessel pays the tariff				false

		4474						LN		153		20		false		           20     that they are -- are they -- the transaction that they				false

		4475						LN		153		21		false		           21     are paying for is the -- it represents the pilot's				false

		4476						LN		153		22		false		           22     work, correct?				false

		4477						LN		153		23		false		           23  A  It rec- -- it -- it recognizes the work that's				false

		4478						LN		153		24		false		           24     required -- that the UTC has said is required to fund				false

		4479						LN		153		25		false		           25     the pilotage system, which is -- which goes beyond just				false

		4480						PG		154		0		false		page 154				false

		4481						LN		154		1		false		            1     moving the ship.  Moving the ship is important, but the				false

		4482						LN		154		2		false		            2     entire system, working with the coast guard, working				false

		4483						LN		154		3		false		            3     with the Pilot Commission, all of this stuff is				false

		4484						LN		154		4		false		            4     important.  We don't get paid for that.  But we do				false

		4485						LN		154		5		false		            5     through -- I mean, it's part of the system as a whole.				false

		4486						LN		154		6		false		            6  Q  So you said something important there.				false

		4487						LN		154		7		false		            7          You said moving the ship is important, right?				false

		4488						LN		154		8		false		            8  A  It is.				false

		4489						LN		154		9		false		            9  Q  So workload has some relationship to the fairness of				false

		4490						LN		154		10		false		           10     the tariffs, right?				false

		4491						LN		154		11		false		           11  A  Yes.				false

		4492						LN		154		12		false		           12  Q  When -- looking at the third line on that table at				false

		4493						LN		154		13		false		           13     Line 18, when pilots do less work but earn higher pay,				false

		4494						LN		154		14		false		           14     that outcome would be less fair to ratepayers				false

		4495						LN		154		15		false		           15     potentially, no?				false

		4496						LN		154		16		false		           16  A  Well, is it less fair to ratepayers for the president				false

		4497						LN		154		17		false		           17     to not move ships but to work full-time in the office,				false

		4498						LN		154		18		false		           18     or is it -- you know, all the different things we've				false

		4499						LN		154		19		false		           19     got going.  These are important elements.  They're not				false

		4500						LN		154		20		false		           20     just playing around.  We're not -- so it's all				false

		4501						LN		154		21		false		           21     important work.  Moving the ship is the most important.				false

		4502						LN		154		22		false		           22  Q  Let's just look at the last line, then, where, if				false

		4503						LN		154		23		false		           23     pilots do more work, like moving ships, but receive				false

		4504						LN		154		24		false		           24     less pay for that work, would that be unfair to the				false

		4505						LN		154		25		false		           25     pilots?				false

		4506						PG		155		0		false		page 155				false

		4507						LN		155		1		false		            1  A  Yeah, that would.				false

		4508						LN		155		2		false		            2  Q  And so you don't see that the converse is also true?				false

		4509						LN		155		3		false		            3  A  It depends on your definition of work.				false

		4510						LN		155		4		false		            4  Q  But it doesn't depend on my definition of work for that				false

		4511						LN		155		5		false		            5     last line?				false

		4512						LN		155		6		false		            6  A  Lower pay is lower pay.				false

		4513						LN		155		7		false		            7  Q  And that's unfair?				false

		4514						LN		155		8		false		            8  A  You don't need a definition.  That's not fair.				false

		4515						LN		155		9		false		            9  Q  No matter how much work the pilots do, lower pay is				false

		4516						LN		155		10		false		           10     unfair?				false

		4517						LN		155		11		false		           11  A  Well, pilots are on the schedule.  There's no pilot				false

		4518						LN		155		12		false		           12     that takes himself off the schedule unless he's either				false

		4519						LN		155		13		false		           13     using a comp day, assigned to a meeting, on earned time				false

		4520						LN		155		14		false		           14     off, off because of a physical ailment, or just waiting				false

		4521						LN		155		15		false		           15     for an assignment.  Those are the only reasons -- or in				false

		4522						LN		155		16		false		           16     a meeting.  Those are the only reasons pilots are off				false

		4523						LN		155		17		false		           17     duty or they're off -- not moving a ship.				false

		4524						LN		155		18		false		           18          It's because -- like now, we've got some folks on				false

		4525						LN		155		19		false		           19     our rate committee, they're here.  It's important for				false

		4526						LN		155		20		false		           20     them to be here.  Now, they're not moving a ship right				false

		4527						LN		155		21		false		           21     now, but they're here because it's important.				false

		4528						LN		155		22		false		           22  Q  Captain Carlson, let's move to the next page.  And,				false

		4529						LN		155		23		false		           23     again, I'm going to ask you to look at Lines 9 through				false

		4530						LN		155		24		false		           24     13 only as a visual aid for you, not because you are				false

		4531						LN		155		25		false		           25     subscribing yourself to any of this testimony.				false

		4532						PG		156		0		false		page 156				false

		4533						LN		156		1		false		            1          May I proceed on that basis?				false

		4534						LN		156		2		false		            2  A  Yes.				false

		4535						LN		156		3		false		            3  Q  Here it states three basic assumptions about fairness				false

		4536						LN		156		4		false		            4     taken to logical extremes.  The first one, No. 1, you				false

		4537						LN		156		5		false		            5     see it says origin equilibrium is fair at zero AAL				false

		4538						LN		156		6		false		            6     equals zero DNI.  So that's the premise that no work				false

		4539						LN		156		7		false		            7     equals no pay.				false

		4540						LN		156		8		false		            8          Would you agree that if a pilot performed zero				false

		4541						LN		156		9		false		            9     ship assignments -- and let's take it at the				false

		4542						LN		156		10		false		           10     aggregate -- if the pilots perform zero assignments and				false

		4543						LN		156		11		false		           11     they receive zero pay, that that would be a fair				false

		4544						LN		156		12		false		           12     outcome?				false

		4545						LN		156		13		false		           13  A  It depends.				false

		4546						LN		156		14		false		           14  Q  Let's then look at the next one.				false

		4547						LN		156		15		false		           15          And go ahead and briefly elaborate on why that				false
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		4571						LN		157		13		false		           13     be -- would you agree that's unfair?				false
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		4578						LN		157		20		false		           20     proceeding, and he said he was.				false

		4579						LN		157		21		false		           21                        JUDGE FUKANO:  I will overrule the				false

		4580						LN		157		22		false		           22     objection.  But we should not dwell too long in this				false
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		4582						LN		157		24		false		           24                        MS. DeLAPPE:  Thank you.  I'm trying				false
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		4585						LN		158		1		false		            1  Q  (By Ms. DeLappe)  So would you agree that that would be				false
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		4588						LN		158		4		false		            4  Q  Yeah.				false
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		4592						LN		158		8		false		            8  Q  Thank you.  And then just the last one really quickly.				false

		4593						LN		158		9		false		            9          That's the opposite, right?  That if workload is				false

		4594						LN		158		10		false		           10     unfair at -- if a pilot worked every day of the year,				false

		4595						LN		158		11		false		           11     365 AAL, and received no DNI?				false
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		4601						LN		158		17		false		           17     foundation.  Hypothetical.  Ambiguous in terms of what				false
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		4603						LN		158		19		false		           19                        JUDGE FUKANO:  Response.				false

		4604						LN		158		20		false		           20                        MS. DeLAPPE:  I can withdraw that				false
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		4606						LN		158		22		false		           22                        JUDGE FUKANO:  Sustained and				false
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		4631						LN		159		21		false		           21  A  Correct.				false

		4632						LN		159		22		false		           22  Q  Since 2005, any qualified mariner, anywhere in the				false

		4633						LN		159		23		false		           23     country, can apply to be a trainee in the Puget Sound				false

		4634						LN		159		24		false		           24     just as easily as a local candidate, correct?				false

		4635						LN		159		25		false		           25  A  Can you rephrase that, please.  I want to make sure I				false

		4636						PG		160		0		false		page 160				false

		4637						LN		160		1		false		            1     have it right.				false
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		4639						LN		160		3		false		            3  A  That's fine.				false

		4640						LN		160		4		false		            4  Q  Since 2005, any qualified mariner, anywhere in the				false

		4641						LN		160		5		false		            5     country, can apply to be a trainee in the Puget Sound				false

		4642						LN		160		6		false		            6     just as easily as a local candidate, right?				false

		4643						LN		160		7		false		            7  A  Yes.  But it's not to be a trainee.  It's to take the				false

		4644						LN		160		8		false		            8     exam.				false
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		4646						LN		160		10		false		           10          What do you believe the most reasonable argument				false

		4647						LN		160		11		false		           11     was for the State of Washington to keep the local				false

		4648						LN		160		12		false		           12     knowledge requirement in place before 2005?				false

		4649						LN		160		13		false		           13  A  Well, I think Chuck Adams said -- or not Chuck Adams --				false
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		4651						LN		160		15		false		           15     To draw from a national pool and attract the best of				false
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		4655						LN		160		19		false		           19     bill to have had that barrier to entry, the local				false
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		4657						LN		160		21		false		           21                        MS. CARSON:  Objection.  Foundation.				false

		4658						LN		160		22		false		           22  Q  (By Ms. DeLappe)  Do you have --				false

		4659						LN		160		23		false		           23                        JUDGE FUKANO:  Response.				false

		4660						LN		160		24		false		           24                        MS. DeLAPPE:  I can rephrase.				false

		4661						LN		160		25		false		           25                        JUDGE FUKANO:  Then sustained.  And				false
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		4665						LN		161		3		false		            3     participated in the advocacy for this bill, correct?				false

		4666						LN		161		4		false		            4  A  The pilots did.  I was not a pilot at that time.  I was				false

		4667						LN		161		5		false		            5     on the other side.				false

		4668						LN		161		6		false		            6  Q  Mm-hmm.				false

		4669						LN		161		7		false		            7          But you're familiar with what occurred around this				false
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		4672						LN		161		10		false		           10  Q  Do you have any idea why the legislature had previously				false

		4673						LN		161		11		false		           11     had a local knowledge requirement for taking the exam?				false

		4674						LN		161		12		false		           12  A  No, I do not.				false

		4675						LN		161		13		false		           13  Q  So you have no insight into any basis for the rules				false

		4676						LN		161		14		false		           14     that existed before the bill changed it?				false

		4677						LN		161		15		false		           15                        MS. CARSON:  Objection.  Asked and				false
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		4680						LN		161		18		false		           18                        MS. DeLAPPE:  I'm just seeking to				false
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		4704						LN		162		16		false		           16     not include any analysis of that kind, did it?				false
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		4730						LN		163		16		false		           16     it's averaging assignments when there was a different				false
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		4742						LN		164		2		false		            2     pilots based upon what they felt was the best metric,				false

		4743						LN		164		3		false		            3     and so the Pilot Commission is -- is authorized for 60.				false
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		4747						LN		164		7		false		            7     It could be 60.  Somewhere in there.  So that's the				false

		4748						LN		164		8		false		            8     number we're going to seek to be funded.				false
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		4789						LN		165		23		false		           23                        JUDGE FUKANO:  Response.				false

		4790						LN		165		24		false		           24                        MS. CARSON:  There was discussion				false

		4791						LN		165		25		false		           25     about the target assignment level and why average				false

		4792						PG		166		0		false		page 166				false

		4793						LN		166		1		false		            1     assignment level should be the metric, so I think it's				false

		4794						LN		166		2		false		            2     important to clarify why target assignment level was				false

		4795						LN		166		3		false		            3     reset by the Pilotage Commission.				false

		4796						LN		166		4		false		            4                        MS. DeLAPPE:  May I add one more				false

		4797						LN		166		5		false		            5     point?				false

		4798						LN		166		6		false		            6                        JUDGE FUKANO:  Yes.  Proceed.				false

		4799						LN		166		7		false		            7                        MS. DeLAPPE:  Captain Moore will be				false

		4800						LN		166		8		false		            8     testifying, and I don't understand the point of asking				false

		4801						LN		166		9		false		            9     Captain Carlson to testify about what Captain Moore				false

		4802						LN		166		10		false		           10     said.  I think Captain Moore is in the best position to				false

		4803						LN		166		11		false		           11     answer any questions along those lines.				false

		4804						LN		166		12		false		           12                        JUDGE FUKANO:  I will sustain the				false

		4805						LN		166		13		false		           13     objection.  I think that the -- the voting of Captain				false

		4806						LN		166		14		false		           14     Moore goes beyond sort of the general discussion of AAL				false

		4807						LN		166		15		false		           15     versus TAL.				false

		4808						LN		166		16		false		           16                        MS. CARSON:  Okay.  Thank you.				false

		4809						LN		166		17		false		           17  Q  (By Ms. Carson)  Captain Carlson, so what was the				false

		4810						LN		166		18		false		           18     reason for reducing the target assignment level?				false

		4811						LN		166		19		false		           19  A  The reason for reducing the target assignment level --				false

		4812						LN		166		20		false		           20     I mean, I'm going to -- please forgive me, but I'm just				false

		4813						LN		166		21		false		           21     going to give you just a little bit of history here.				false

		4814						LN		166		22		false		           22          In 2019, they set the number of pilots at 56.  We				false

		4815						LN		166		23		false		           23     had new rest rules that were being established by the				false

		4816						LN		166		24		false		           24     Pilot Commission, and they set the number of pilots at				false

		4817						LN		166		25		false		           25     56.  But at that time, that would have represented a				false

		4818						PG		167		0		false		page 167				false

		4819						LN		167		1		false		            1     TAL of 127.  The Commission refused to set a TAL at the				false

		4820						LN		167		2		false		            2     time, though, so they just said, No, it's 56 pilots.				false

		4821						LN		167		3		false		            3     We're not going to worry about the TAL.				false

		4822						LN		167		4		false		            4          So -- so then -- then we fast-forward.  We get				false

		4823						LN		167		5		false		            5     close to 56.  But we're in the middle of a rate				false

		4824						LN		167		6		false		            6     hearing.  So -- and the commissioner, the commission				false

		4825						LN		167		7		false		            7     chair, Sheri Tonn, and the executive director sat on				false

		4826						LN		167		8		false		            8     the other side of the ex parte wall.  So she did not				false

		4827						LN		167		9		false		            9     want to have an -065 hearing until we finish our rate				false

		4828						LN		167		10		false		           10     case.  So -- so in January of 2024 -- I believe it was				false

		4829						LN		167		11		false		           11     January; it could have been maybe a little bit later;				false

		4830						LN		167		12		false		           12     took a while to really line things up, get close to the				false

		4831						LN		167		13		false		           13     number -- we -- we asked for a -065 hearing.				false

		4832						LN		167		14		false		           14          And then that's what they used -- they use those				false

		4833						LN		167		15		false		           15     improved rest requirements, our efficiencies, and a				false

		4834						LN		167		16		false		           16     number of items to adjust the TAL.				false

		4835						LN		167		17		false		           17  Q  Thank you.				false

		4836						LN		167		18		false		           18          So you were asked about pilots who are working				false

		4837						LN		167		19		false		           19     much higher assignment levels.  Ms. DeLappe asked you				false

		4838						LN		167		20		false		           20     about that.  And I believe one example was pilots were				false

		4839						LN		167		21		false		           21     working above 135 assignments in 2024.				false

		4840						LN		167		22		false		           22          Why do pilots work above a target assignment				false

		4841						LN		167		23		false		           23     level?				false

		4842						LN		167		24		false		           24  A  Pilots are can-do people.  They're good -- they were				false

		4843						LN		167		25		false		           25     good employees.  That's how they got promoted to				false

		4844						PG		168		0		false		page 168				false

		4845						LN		168		1		false		            1     captain.  They want to meet the need of industry.  They				false

		4846						LN		168		2		false		            2     want to meet the need of the shipping industry.  They				false

		4847						LN		168		3		false		            3     don't want to delay ships.  They don't want the				false

		4848						LN		168		4		false		            4     president e-mailing them, saying, Hey, we need to move				false

		4849						LN		168		5		false		            5     some ships, guys.  So we need some comp time workers,				false

		4850						LN		168		6		false		            6     which we sometimes have to do.				false

		4851						LN		168		7		false		            7          But they move ships.  And -- and some of them are				false

		4852						LN		168		8		false		            8     better than others at moving ships.  Some of them have				false

		4853						LN		168		9		false		            9     family issues, that they have a sick kid or something.				false

		4854						LN		168		10		false		           10     They can't move them.  So that's kind of the way it is				false

		4855						LN		168		11		false		           11     with -- that's why those numbers get up to where they				false

		4856						LN		168		12		false		           12     do.				false

		4857						LN		168		13		false		           13          But the 123, the Commission has said it's a target				false

		4858						LN		168		14		false		           14     to be met, not exceeded.  Now, it is exceeded often,				false

		4859						LN		168		15		false		           15     but it is a target to be met.				false

		4860						LN		168		16		false		           16  Q  Thank you.				false

		4861						LN		168		17		false		           17          Okay.  You were asked some questions regarding				false

		4862						LN		168		18		false		           18     IC-37X, which is your letter in July of 2024 to the				false

		4863						LN		168		19		false		           19     Board of Pilotage Commissioners.				false

		4864						LN		168		20		false		           20          Now, when you were being questioned, you mentioned				false

		4865						LN		168		21		false		           21     that the BPC didn't do what you recommended.				false

		4866						LN		168		22		false		           22          What did you mean by that?				false

		4867						LN		168		23		false		           23  A  Excuse me.  We had recommended they -- two different				false

		4868						LN		168		24		false		           24     things.  We had recommended that they fund -- or that				false

		4869						LN		168		25		false		           25     they authorize 62 pilots to try to get the comp days				false

		4870						PG		169		0		false		page 169				false

		4871						LN		169		1		false		            1     burned down a little bit.  But then we also requested				false

		4872						LN		169		2		false		            2     that they -- or we had suggested that they allow for 5				false

		4873						LN		169		3		false		            3     percent callback job ratio.  So, in other words, you --				false

		4874						LN		169		4		false		            4     you can work 123 jobs, but if you want to, you can work				false

		4875						LN		169		5		false		            5     an extra six jobs.				false

		4876						LN		169		6		false		            6          The Pilot Commission said that that's not going to				false

		4877						LN		169		7		false		            7     be a requirement, and so that was why they didn't do				false

		4878						LN		169		8		false		            8     what we had suggested.				false

		4879						LN		169		9		false		            9  Q  You mentioned that there is ongoing discussions about				false

		4880						LN		169		10		false		           10     this.				false

		4881						LN		169		11		false		           11          What's the process that's going on now?				false

		4882						LN		169		12		false		           12  A  Well, like I just mentioned, in May, I'm hoping that				false

		4883						LN		169		13		false		           13     they'll set a number -- in fact, I know they're going				false

		4884						LN		169		14		false		           14     to set a number of pilots authorized in May.  It could				false

		4885						LN		169		15		false		           15     be anywhere from 59 to 61.  I don't know what it's				false

		4886						LN		169		16		false		           16     going to be.  That's what I think.				false

		4887						LN		169		17		false		           17  Q  Have the pilots been understaffed in the past?				false

		4888						LN		169		18		false		           18  A  Oh, man.  In the last -- well, in the last ten years,				false

		4889						LN		169		19		false		           19     we've been under -- understaffed by -- in the number of				false

		4890						LN		169		20		false		           20     pilots.  I haven't actually counted the number of				false

		4891						LN		169		21		false		           21     pilots we've been understaffed.  But in the last ten				false

		4892						LN		169		22		false		           22     years, we've been understaffed 90 percent of the time.				false

		4893						LN		169		23		false		           23  Q  What's that based on?  How are you --				false

		4894						LN		169		24		false		           24  A  That's based on --				false

		4895						LN		169		25		false		           25                        MS. DeLAPPE:  I'd like to object to				false

		4896						PG		170		0		false		page 170				false

		4897						LN		170		1		false		            1     this line of questioning.  I did not ask about staffing				false

		4898						LN		170		2		false		            2     levels in terms of the number of pilots and going back				false

		4899						LN		170		3		false		            3     over the course of ten years.  It's outside of the				false

		4900						LN		170		4		false		            4     scope of my cross-examination.				false

		4901						LN		170		5		false		            5                        JUDGE FUKANO:  Response.				false

		4902						LN		170		6		false		            6                        MS. CARSON:  So he was asking about				false

		4903						LN		170		7		false		            7     pilots working above the target assignment level, and				false

		4904						LN		170		8		false		            8     that goes to the understaffing.				false

		4905						LN		170		9		false		            9                        JUDGE FUKANO:  There was questioning				false

		4906						LN		170		10		false		           10     about efficiency and number of pilots with respect to				false

		4907						LN		170		11		false		           11     the assignment level, so I will overrule the objection,				false

		4908						LN		170		12		false		           12     but acknowledging that this is going a little bit				false

		4909						LN		170		13		false		           13     further, that this line of questioning should be				false

		4910						LN		170		14		false		           14     limited.				false

		4911						LN		170		15		false		           15  Q  (By Ms. Carson)  So I think you were discussing				false

		4912						LN		170		16		false		           16     understaffing; is that right?				false

		4913						LN		170		17		false		           17  A  Well, I -- yeah, we were understaffed about 90 percent				false

		4914						LN		170		18		false		           18     of the time in the last ten years.  We're still				false

		4915						LN		170		19		false		           19     understaffed.				false

		4916						LN		170		20		false		           20  Q  And what are you basing that on?  What are you				false

		4917						LN		170		21		false		           21     comparing in your understaffing?				false

		4918						LN		170		22		false		           22  A  The number of authorized pilots.				false

		4919						LN		170		23		false		           23                        COMMISSIONER RENDAHL:  I'm sorry to				false

		4920						LN		170		24		false		           24     speak over, but I can't hear (videoconference audio				false

		4921						LN		170		25		false		           25     distortion).				false

		4922						PG		171		0		false		page 171				false

		4923						LN		171		1		false		            1                        JUDGE FUKANO:  Apologies,				false

		4924						LN		171		2		false		            2     Commissioner Rendahl.  Could you repeat that.  It came				false

		4925						LN		171		3		false		            3     through a little muffled.				false

		4926						LN		171		4		false		            4                        COMMISSIONER RENDAHL:  I'm asking if				false

		4927						LN		171		5		false		            5     counsel could speak into the mike more clearly because				false

		4928						LN		171		6		false		            6     it's not coming through on Zoom.				false

		4929						LN		171		7		false		            7                        MS. CARSON:  Sorry.  Is that better?				false

		4930						LN		171		8		false		            8     Okay.  Apologies for that.				false

		4931						LN		171		9		false		            9  Q  (By Ms. Carson)  Okay.  You mentioned that pilots do a				false

		4932						LN		171		10		false		           10     lot of other work beside moving ships.				false

		4933						LN		171		11		false		           11          Can you just elaborate on what other work is done				false

		4934						LN		171		12		false		           12     for the benefit of the pilotage system?				false

		4935						LN		171		13		false		           13  A  Well, we do a lot of regulatory work.  We work with the				false

		4936						LN		171		14		false		           14     Army Corps of Engineers.  In fact, this year, we -- in				false

		4937						LN		171		15		false		           15     '25, we -- we sent -- I think we spent four weeks in				false

		4938						LN		171		16		false		           16     Mississippi, some of our pilots, doing a simulation				false

		4939						LN		171		17		false		           17     study with the Army Corps of Engineers for a dredging				false

		4940						LN		171		18		false		           18     project in the Blair Waterway.  This year -- in fact,				false

		4941						LN		171		19		false		           19     this month -- we'll have a couple more pilots over				false

		4942						LN		171		20		false		           20     there in Mississippi because now they want to do a				false

		4943						LN		171		21		false		           21     study for the West Waterway in Seattle.				false

		4944						LN		171		22		false		           22          So there's Regulatory Commission work.  There's				false

		4945						LN		171		23		false		           23     Coast Guard meetings, meeting with BTS, safe practice				false

		4946						LN		171		24		false		           24     meetings that we have, reference manual meetings.				false

		4947						LN		171		25		false		           25     There's outreach.  We try to recruit.  Matter of fact,				false

		4948						PG		172		0		false		page 172				false

		4949						LN		172		1		false		            1     this -- couple days ago, we had a couple pilots -- I				false

		4950						LN		172		2		false		            2     think I mentioned earlier -- go down to California to				false

		4951						LN		172		3		false		            3     try to recruit.  In fact, I got a text about some				false

		4952						LN		172		4		false		            4     potential contacts.  And we just -- we just do a lot of				false

		4953						LN		172		5		false		            5     work.  We just do.				false

		4954						LN		172		6		false		            6                        MS. CARSON:  Thank you.				false

		4955						LN		172		7		false		            7                        THE WITNESS:  We also come in on our				false

		4956						LN		172		8		false		            8     off time and work extra comp days.				false

		4957						LN		172		9		false		            9  Q  (By Ms. Carson)  You were asked some questions about				false

		4958						LN		172		10		false		           10     your Exhibit IC-14.				false

		4959						LN		172		11		false		           11          Do you recall that?				false

		4960						LN		172		12		false		           12  A  Yes.				false

		4961						LN		172		13		false		           13  Q  And that's your -- on direct testimony, that's your				false

		4962						LN		172		14		false		           14     spreadsheet showing all the vessel assignments; is that				false

		4963						LN		172		15		false		           15     correct?				false

		4964						LN		172		16		false		           16  A  Yes.				false

		4965						LN		172		17		false		           17  Q  Okay.  And it's been called into question whether or				false

		4966						LN		172		18		false		           18     not you've complied with requirements, so I just want				false

		4967						LN		172		19		false		           19     to run through the WAC in terms of 480-07-525,				false

		4968						LN		172		20		false		           20     Subpart 4(m).				false

		4969						LN		172		21		false		           21          So in Exhibit IC-14, did you show projected				false

		4970						LN		172		22		false		           22     changes in vessel assignments?				false

		4971						LN		172		23		false		           23  A  I did.  What I failed to do was --				false

		4972						LN		172		24		false		           24  Q  Can you --				false

		4973						LN		172		25		false		           25  A  Oh, I'm sorry.				false

		4974						PG		173		0		false		page 173				false

		4975						LN		173		1		false		            1  Q  -- let me finish --				false

		4976						LN		173		2		false		            2  A  I did.				false

		4977						LN		173		3		false		            3  Q  -- asking the questions.				false

		4978						LN		173		4		false		            4  A  Yeah.				false

		4979						LN		173		5		false		            5  Q  Okay.  And did you show a detailed portrayal of vessel				false

		4980						LN		173		6		false		            6     assignments for the previous 12 months along with the				false

		4981						LN		173		7		false		            7     associated tariff and fees charged to vessel operators				false

		4982						LN		173		8		false		            8     for pilotage service?				false

		4983						LN		173		9		false		            9  A  I did.				false

		4984						LN		173		10		false		           10  Q  Okay.  So sounds like you have some concerns, something				false

		4985						LN		173		11		false		           11     you wish you would have done on your exhibit.				false

		4986						LN		173		12		false		           12          Do you want to elaborate on that?				false

		4987						LN		173		13		false		           13  A  Yes.  Column AP, all you need to do is -- is click on				false

		4988						LN		173		14		false		           14     the top of that number, and you'll end up seeing that				false

		4989						LN		173		15		false		           15     the sum is 7,460 -- 446 assignments.  The same number				false

		4990						LN		173		16		false		           16     that Mike reached when -- in his number and the same				false

		4991						LN		173		17		false		           17     number that Scott reached, except that Scott removed --				false

		4992						LN		173		18		false		           18     Mr. Sevall removed the cancellations.  It was just an				false

		4993						LN		173		19		false		           19     error on my part by not putting the sum at the bottom				false

		4994						LN		173		20		false		           20     of that column.				false

		4995						LN		173		21		false		           21  Q  So, Captain Carlson, did you update your vessel				false

		4996						LN		173		22		false		           22     assignment exhibit on rebuttal?				false

		4997						LN		173		23		false		           23  A  Yes.  IC-32.				false

		4998						LN		173		24		false		           24  Q  What years did you use -- let's see.  Projected change				false

		4999						LN		173		25		false		           25     in vessel assignments.				false

		5000						PG		174		0		false		page 174				false

		5001						LN		174		1		false		            1          So did you update the projected change in vessel				false

		5002						LN		174		2		false		            2     assignments?				false

		5003						LN		174		3		false		            3  A  I did.  Yes.  I did.  And that involved removing these				false

		5004						LN		174		4		false		            4     ATB assignments through -- now, the ATB Sea Reliance				false

		5005						LN		174		5		false		            5     was here on a certain service string.  It was on a				false

		5006						LN		174		6		false		            6     certain run.  It was going down to Tacoma to Targa.  I				false

		5007						LN		174		7		false		            7     removed those 72 assignments.  There's still some ATB				false

		5008						LN		174		8		false		            8     Sea Reliance alignments remaining, because they aren't				false

		5009						LN		174		9		false		            9     on that service string anymore.  So they're still here.				false

		5010						LN		174		10		false		           10     They're just on a different service string.				false

		5011						LN		174		11		false		           11  Q  And in IC-32, did you update the detailed portrayal of				false

		5012						LN		174		12		false		           12     vessel assignments for the previous 12 months along				false

		5013						LN		174		13		false		           13     with the associated tariff and fees charged to vessel				false

		5014						LN		174		14		false		           14     operators for pilotage service?				false

		5015						LN		174		15		false		           15  A  Yes, I did.  The one exclusion was the HTW service,				false

		5016						LN		174		16		false		           16     because we didn't know whether or not it was going to				false

		5017						LN		174		17		false		           17     come or not.  That's why I asked Captain Chang whether				false

		5018						LN		174		18		false		           18     or not it was going to be here next year.  He still				false

		5019						LN		174		19		false		           19     doesn't know.  We're supposed to be going to lunch here				false

		5020						LN		174		20		false		           20     in March, sometime here soon, and he's going to try to				false

		5021						LN		174		21		false		           21     provide that information.				false

		5022						LN		174		22		false		           22          There's no gain to PSP to removing -- or to having				false

		5023						LN		174		23		false		           23     those assignments in the revenue requirement, in the				false

		5024						LN		174		24		false		           24     revenue price-out, if they aren't going to be here.				false

		5025						LN		174		25		false		           25     Because those assignments are worth about $500,000.  So				false

		5026						PG		175		0		false		page 175				false

		5027						LN		175		1		false		            1     we would be pricing out the -- and that's at the				false

		5028						LN		175		2		false		            2     current rate.  We'd be pricing these out at the current				false

		5029						LN		175		3		false		            3     rate, but yet if they don't come -- so there's no gain				false

		5030						LN		175		4		false		            4     to PSP by -- by keeping them in there.  We'd rather				false

		5031						LN		175		5		false		            5     have them out.  We're just trying to firm up whether				false

		5032						LN		175		6		false		            6     they should be out or not.				false

		5033						LN		175		7		false		            7  Q  Thanks, Captain Carlson.				false

		5034						LN		175		8		false		            8          You were also asked about the first six months of				false

		5035						LN		175		9		false		            9     traffic in 2025 and why you didn't just double that				false

		5036						LN		175		10		false		           10     number.  And you mentioned there was uncertainty.				false

		5037						LN		175		11		false		           11          Can you elaborate on the uncertainty?				false

		5038						LN		175		12		false		           12  A  Yeah.  There was uncertainty.  First, the first half of				false

		5039						LN		175		13		false		           13     the year is always less productive than the second				false

		5040						LN		175		14		false		           14     half.  There's always more assignments in the second				false

		5041						LN		175		15		false		           15     half of the year than the first half of the year.				false

		5042						LN		175		16		false		           16          But, you know, but we were also -- so we were				false

		5043						LN		175		17		false		           17     looking for things, and we went to this Propeller Club				false

		5044						LN		175		18		false		           18     breakfast.  Mike Jacob was there speaking.  Spencer				false

		5045						LN		175		19		false		           19     Cohen was there speaking.  And Mike Jacob said what				false

		5046						LN		175		20		false		           20     this -- what -- what we project for 20 -- for the				false

		5047						LN		175		21		false		           21     future, it's anybody's guess, or who knows?  Or				false

		5048						LN		175		22		false		           22     something like that.  I wrote it down on a -- because				false

		5049						LN		175		23		false		           23     when Mike talks, I listen, right?  So anyway, I wrote				false

		5050						LN		175		24		false		           24     it down.				false

		5051						LN		175		25		false		           25          And then Spencer Cohen said he was cautiously				false

		5052						PG		176		0		false		page 176				false

		5053						LN		176		1		false		            1     optimistic.  Well, to me, that means good.  But, I				false

		5054						LN		176		2		false		            2     mean, it's maybe traffic's not going to keep dropping				false

		5055						LN		176		3		false		            3     like it was, but that's not what happened.				false

		5056						LN		176		4		false		            4  Q  Okay.  And you mentioned the Evergreen HTW; is that				false

		5057						LN		176		5		false		            5     right?  Am I --				false

		5058						LN		176		6		false		            6  A  Yeah.  That's the service I was --				false

		5059						LN		176		7		false		            7  Q  Yeah.				false

		5060						LN		176		8		false		            8  A  -- talking about, yeah.				false

		5061						LN		176		9		false		            9  Q  And earlier, I think you said it was ad hoc.				false

		5062						LN		176		10		false		           10          What is the relevance of an ad hoc service?				false

		5063						LN		176		11		false		           11  A  Well, an ad hoc service is additional service.  It's				false

		5064						LN		176		12		false		           12     not scheduled service.  So even though Evergreen comes				false

		5065						LN		176		13		false		           13     in the fall, those ships typically show up in				false

		5066						LN		176		14		false		           14     September, sometime around apple season.  And then				false

		5067						LN		176		15		false		           15     they -- and then they're gone by now.  They're --				false

		5068						LN		176		16		false		           16     they're gone usually by March or whatever.				false

		5069						LN		176		17		false		           17          Because they're just there.  They're huge ships.				false

		5070						LN		176		18		false		           18     Huge.  Biggest ones we have.  And they -- they come,				false

		5071						LN		176		19		false		           19     they pick up apples, and then they leave.  And I forget				false

		5072						LN		176		20		false		           20     how many vessels there were in that period, but anyway,				false

		5073						LN		176		21		false		           21     so those are ad hoc calls.				false

		5074						LN		176		22		false		           22          And so because they -- they're not on the string.				false

		5075						LN		176		23		false		           23     Even though they call it an HTW, that's HTW for -- for				false

		5076						LN		176		24		false		           24     California and other places.  It comes up here ad hoc.				false

		5077						LN		176		25		false		           25     So a lot of times vessels will go from Asia to				false

		5078						PG		177		0		false		page 177				false

		5079						LN		177		1		false		            1     California, whether it's Oakland or LA or whichever, or				false

		5080						LN		177		2		false		            2     maybe both, and then they'll come up our way.				false

		5081						LN		177		3		false		            3          And then when they come up our way, that's --				false

		5082						LN		177		4		false		            4     sometimes it's a scheduled thing, but other times it's				false

		5083						LN		177		5		false		            5     ad hoc, and that just means on a case-by-case basis.				false

		5084						LN		177		6		false		            6     That's what...				false

		5085						LN		177		7		false		            7  Q  Thank you.				false

		5086						LN		177		8		false		            8          You also made reference to blank sailing.				false

		5087						LN		177		9		false		            9          Can you elaborate on what a blank sailing is?				false

		5088						LN		177		10		false		           10  A  Blank sailing's no good.  A blank sailing is a sailing				false

		5089						LN		177		11		false		           11     that's on the schedule, so the Northwest Seaport				false

		5090						LN		177		12		false		           12     Alliance, they publish a schedule on their website.				false

		5091						LN		177		13		false		           13     It's called a rotation schedule.  And that rotation				false

		5092						LN		177		14		false		           14     schedule shows every port, their string, which --				false

		5093						LN		177		15		false		           15     they'll label their string -- and every port their				false

		5094						LN		177		16		false		           16     string is -- is intending to call.				false

		5095						LN		177		17		false		           17          And sometimes they blank those sailings.  They				false

		5096						LN		177		18		false		           18     don't remove them from the -- from the schedule.  They				false

		5097						LN		177		19		false		           19     just blank them.  So maybe -- you know, maybe MSC will				false

		5098						LN		177		20		false		           20     just say, "Well, we're not calling Pier 5 this week.				false

		5099						LN		177		21		false		           21     We're -- but we want to stay on the schedule."  So they				false

		5100						LN		177		22		false		           22     stay scheduled for every Tuesday or whatever day it is,				false

		5101						LN		177		23		false		           23     once a week.  But they just don't come.  That's a blank				false

		5102						LN		177		24		false		           24     sailing.  And there was more blank sailings than there				false

		5103						LN		177		25		false		           25     were ad hoc sailings last year.				false

		5104						PG		178		0		false		page 178				false

		5105						LN		178		1		false		            1  Q  Okay.  You were also asked questions about the				false

		5106						LN		178		2		false		            2     retirement program, the pension, the existing pension,				false

		5107						LN		178		3		false		            3     and it was referred to as having open-ended liability.				false

		5108						LN		178		4		false		            4          Do you view this as open-ended liability for the				false

		5109						LN		178		5		false		            5     pay-as-you-go pension?				false

		5110						LN		178		6		false		            6  A  I do not.  We fully intend to have the MEP fully funded				false

		5111						LN		178		7		false		            7     and up and running -- you know, it takes, I think, 15				false

		5112						LN		178		8		false		            8     years to fully fund it -- but up and running in January				false

		5113						LN		178		9		false		            9     1, 2027.  We're anticipating filing a subsequent filing				false

		5114						LN		178		10		false		           10     very soon after this case.  We're hoping by the end of				false

		5115						LN		178		11		false		           11     '26 we'll get something from the DOL.				false

		5116						LN		178		12		false		           12  Q  PMSA asked you about pilots contributing to their own				false

		5117						LN		178		13		false		           13     retirement plan and what's the problem with that, in				false

		5118						LN		178		14		false		           14     essence.				false

		5119						LN		178		15		false		           15          Why is PMSA's proposal more complicated than just				false

		5120						LN		178		16		false		           16     pilots contributing to their own retirement plan?				false

		5121						LN		178		17		false		           17  A  Well, it's not just their own plan.  It's the pilots				false

		5122						LN		178		18		false		           18     that are retired's plan too.  And so we would need to				false

		5123						LN		178		19		false		           19     fund that.  And that right now is six and a half --				false

		5124						LN		178		20		false		           20     whatever -- it'll be soon $6.8 million a year, and				false

		5125						LN		178		21		false		           21     that's pilots who have already retired.				false

		5126						LN		178		22		false		           22  Q  And what's your understanding about PMSA's proposal				false

		5127						LN		178		23		false		           23     with respect to retired pilots?				false

		5128						LN		178		24		false		           24  A  They don't care.  They just -- I mean, my understanding				false

		5129						LN		178		25		false		           25     is they're saying pilots should pay for it out of their				false

		5130						PG		179		0		false		page 179				false

		5131						LN		179		1		false		            1     own pocket, meaning the active pilots.				false

		5132						LN		179		2		false		            2                        MS. CARSON:  Okay.  I have no				false

		5133						LN		179		3		false		            3     further questions.  Thanks.				false

		5134						LN		179		4		false		            4                        THE WITNESS:  Thank you.				false

		5135						LN		179		5		false		            5                        JUDGE FUKANO:  Any questions from				false

		5136						LN		179		6		false		            6     the bench for this witness?				false

		5137						LN		179		7		false		            7                        COMMISSIONER DOUMIT:  Yes, Your				false

		5138						LN		179		8		false		            8     Honor.  Thank you.				false

		5139						LN		179		9		false		            9          Thank you, Captain Carlson.  A couple of				false

		5140						LN		179		10		false		           10     clarifying questions.  A few actually.  And just go				false

		5141						LN		179		11		false		           11     back to blank sailing.  You mentioned that it's a bad				false

		5142						LN		179		12		false		           12     thing and it happens sometimes.				false

		5143						LN		179		13		false		           13          Why is it that a ship will say to you, Keep us on				false

		5144						LN		179		14		false		           14     the schedule, but blank us out?  I mean, why -- why				false

		5145						LN		179		15		false		           15     does that happen?				false

		5146						LN		179		16		false		           16                        THE WITNESS:  It's -- Mike can				false

		5147						LN		179		17		false		           17     probably talk about it better than me.				false

		5148						LN		179		18		false		           18                        JUDGE FUKANO:  Beg your pardon.				false

		5149						LN		179		19		false		           19     Please use your microphone.				false

		5150						LN		179		20		false		           20                        THE WITNESS:  I'm sorry.				false

		5151						LN		179		21		false		           21          They'll do it because they -- they have customers.				false

		5152						LN		179		22		false		           22     And they don't want to go off -- they don't want to				false

		5153						LN		179		23		false		           23     have a nonpublished schedule.  They want a published				false

		5154						LN		179		24		false		           24     schedule every week:  You're going get your goods here,				false

		5155						LN		179		25		false		           25     there, or wherever.				false

		5156						PG		180		0		false		page 180				false

		5157						LN		180		1		false		            1          Just because they blank a sailing doesn't mean				false

		5158						LN		180		2		false		            2     that somebody that's ordered something from Amazon				false

		5159						LN		180		3		false		            3     won't get it another way.  It may come -- they -- they				false

		5160						LN		180		4		false		            4     share -- they have slot sharing.  And really seriously,				false

		5161						LN		180		5		false		            5     Mike Jacob is the expert in this.  But they have slot				false

		5162						LN		180		6		false		            6     sharing that they do.  So Hyundai may call Hapag-Lloyd				false

		5163						LN		180		7		false		            7     and say, "Hey, can you -- we've got 600 containers.				false

		5164						LN		180		8		false		            8     We're not running today, so can you grab them and take				false

		5165						LN		180		9		false		            9     them?"  And they'll -- they kind of do it that way.  I				false

		5166						LN		180		10		false		           10     mean...				false

		5167						LN		180		11		false		           11                        COMMISSIONER DOUMIT:  So, in other				false

		5168						LN		180		12		false		           12     words, the blank sailing is potentially used by another				false

		5169						LN		180		13		false		           13     outfit.  Is that -- is that one potential?  In other				false

		5170						LN		180		14		false		           14     words, blank sailing doesn't necessarily mean that				false

		5171						LN		180		15		false		           15     there's -- that won't be -- that schedule won't be				false

		5172						LN		180		16		false		           16     filled?				false

		5173						LN		180		17		false		           17                        THE WITNESS:  No, it means the				false

		5174						LN		180		18		false		           18     schedule won't be filled.  So a blank sailing means the				false

		5175						LN		180		19		false		           19     ship doesn't come.  But the cargo could come on another				false

		5176						LN		180		20		false		           20     ship that's scheduled for two days later.  But it's				false

		5177						LN		180		21		false		           21     just a different service.  They do a lot of cargo				false

		5178						LN		180		22		false		           22     sharing.				false

		5179						LN		180		23		false		           23                        COMMISSIONER DOUMIT:  Okay.  Thanks.				false

		5180						LN		180		24		false		           24     Thank you.				false

		5181						LN		180		25		false		           25          You mentioned -065 hearings earlier.  Are you				false

		5182						PG		181		0		false		page 181				false

		5183						LN		181		1		false		            1     referring to WAC 363-116-065?  Is that what those				false

		5184						LN		181		2		false		            2     hearings are?				false

		5185						LN		181		3		false		            3                        THE WITNESS:  Yeah.				false

		5186						LN		181		4		false		            4                        COMMISSIONER DOUMIT:  Is that the --				false

		5187						LN		181		5		false		            5                        THE WITNESS:  I apologize.  Yes, I				false

		5188						LN		181		6		false		            6     am.				false

		5189						LN		181		7		false		            7                        COMMISSIONER DOUMIT:  Okay.  That's				false

		5190						LN		181		8		false		            8     the Pilotage Commission setting the number of pilots.				false

		5191						LN		181		9		false		            9                        THE WITNESS:  Yes.				false

		5192						LN		181		10		false		           10                        COMMISSIONER DOUMIT:  Okay.  And you				false

		5193						LN		181		11		false		           11     said you can -- I haven't looked closely at the WAC.				false

		5194						LN		181		12		false		           12     You said you could ask for one of those hearings.  And				false

		5195						LN		181		13		false		           13     is that how -- it works on a schedule, or is it when				false

		5196						LN		181		14		false		           14     you ask for that hearing?  Or how is that --				false

		5197						LN		181		15		false		           15                        THE WITNESS:  They are trying to get				false

		5198						LN		181		16		false		           16     more process around it.  And I really appreciate that				false

		5199						LN		181		17		false		           17     they're -- they're really trying to get a little more				false

		5200						LN		181		18		false		           18     process.  They -- they have now determined that --				false

		5201						LN		181		19		false		           19     that -- that doing it every couple years is a good way				false

		5202						LN		181		20		false		           20     to go unless there's something really abnormal.				false

		5203						LN		181		21		false		           21          And they decided to use the trailing 24 months				false

		5204						LN		181		22		false		           22     rather than this up-down that's been happening for the				false

		5205						LN		181		23		false		           23     last ten years where you got one high year, one low				false

		5206						LN		181		24		false		           24     year, one high year, one low year.  They're wanting to				false

		5207						LN		181		25		false		           25     just average them out.  And that's what they're going				false

		5208						PG		182		0		false		page 182				false

		5209						LN		182		1		false		            1     to do here in May.				false

		5210						LN		182		2		false		            2                        COMMISSIONER DOUMIT:  Okay.  Thank				false

		5211						LN		182		3		false		            3     you.				false

		5212						LN		182		4		false		            4          Your rebuttal testimony, that's IC-16T?  You have				false

		5213						LN		182		5		false		            5     that with you?				false

		5214						LN		182		6		false		            6                        THE WITNESS:  Yes.				false

		5215						LN		182		7		false		            7                        COMMISSIONER DOUMIT:  At Page 5.				false

		5216						LN		182		8		false		            8     I'm looking at Lines 10 through 12 and Footnote 9.  And				false

		5217						LN		182		9		false		            9     this is where -- you ready for the question?				false

		5218						LN		182		10		false		           10                        THE WITNESS:  Yes.				false

		5219						LN		182		11		false		           11                        COMMISSIONER DOUMIT:  Was this where				false

		5220						LN		182		12		false		           12     you -- you discuss PMSA's interchangeable use of the				false

		5221						LN		182		13		false		           13     terms "callback days" and "comp day expense."				false

		5222						LN		182		14		false		           14          And just so we have clarity on the record:  From				false

		5223						LN		182		15		false		           15     your perspective, can you please define both callback				false

		5224						LN		182		16		false		           16     days and comp day expense?				false

		5225						LN		182		17		false		           17                        THE WITNESS:  I think it's referring				false

		5226						LN		182		18		false		           18     to -- can I read the footnote for --				false

		5227						LN		182		19		false		           19                        COMMISSIONER DOUMIT:  Sure.				false

		5228						LN		182		20		false		           20                        THE WITNESS:  -- a sec?  Yeah.  Ah,				false

		5229						LN		182		21		false		           21     shoot.  Can I read the reference?  See, I think he				false

		5230						LN		182		22		false		           22     just -- we just -- there's just so much here --				false

		5231						LN		182		23		false		           23                        COMMISSIONER DOUMIT:  However you				false

		5232						LN		182		24		false		           24     want to answer.  I'm just asking if you can define				false

		5233						LN		182		25		false		           25     those two terms for me.  For us.				false

		5234						PG		183		0		false		page 183				false

		5235						LN		183		1		false		            1                        THE WITNESS:  Callback days are				false

		5236						LN		183		2		false		            2     callback days.  Those are -- those are days that pilots				false

		5237						LN		183		3		false		            3     can use however they want.				false

		5238						LN		183		4		false		            4          Callback expense -- comp day expense --				false

		5239						LN		183		5		false		            5                        COMMISSIONER DOUMIT:  Yeah.				false

		5240						LN		183		6		false		            6                        THE WITNESS:  -- is a day that has				false

		5241						LN		183		7		false		            7     to be recorded.  We are required now and we're okay				false

		5242						LN		183		8		false		            8     with the GAAP accounting for the comp days.  But that's				false

		5243						LN		183		9		false		            9     a difference between that, and so I'm not sure if that				false

		5244						LN		183		10		false		           10     was a typo or -- or not on my part.				false

		5245						LN		183		11		false		           11                        COMMISSIONER DOUMIT:  Okay.  Let's				false

		5246						LN		183		12		false		           12     ask, go a little bit deeper with that question maybe.				false

		5247						LN		183		13		false		           13     This will help refine.  In Footnote 9, you state the				false

		5248						LN		183		14		false		           14     callback days are a component of comp day expense.				false

		5249						LN		183		15		false		           15          Aside from callback days, what other expenses are				false

		5250						LN		183		16		false		           16     contained, if any, in comp day expense?				false

		5251						LN		183		17		false		           17                        THE WITNESS:  Commissioner Doumit --				false

		5252						LN		183		18		false		           18                        COMMISSIONER DOUMIT:  Yeah.				false

		5253						LN		183		19		false		           19                        THE WITNESS:  -- I'm not quite sure				false

		5254						LN		183		20		false		           20     what this is referencing to.  My nerves have kind of				false

		5255						LN		183		21		false		           21     gotten me right now.				false

		5256						LN		183		22		false		           22                        COMMISSIONER DOUMIT:  Don't worry.				false

		5257						LN		183		23		false		           23     Don't worry.  Yeah, I guess I'm just trying to --				false

		5258						LN		183		24		false		           24                        THE WITNESS:  I'm kind of center				false

		5259						LN		183		25		false		           25     stage.				false

		5260						PG		184		0		false		page 184				false

		5261						LN		184		1		false		            1                        COMMISSIONER DOUMIT:  What's that?				false

		5262						LN		184		2		false		            2     Oh, you're doing great on center stage.  Don't worry.				false

		5263						LN		184		3		false		            3          So if you -- if you don't know, that's okay.  We				false

		5264						LN		184		4		false		            4     can -- we can also send a bench request subsequently to				false

		5265						LN		184		5		false		            5     clarify.				false

		5266						LN		184		6		false		            6                        THE WITNESS:  Please do.  That would				false

		5267						LN		184		7		false		            7     be good.				false

		5268						LN		184		8		false		            8                        COMMISSIONER DOUMIT:  Okay.  Great.				false

		5269						LN		184		9		false		            9                        MS. CARSON:  Commissioner Doumit,				false

		5270						LN		184		10		false		           10     there's also testimony from Ann LaRue on --				false

		5271						LN		184		11		false		           11                        COMMISSIONER DOUMIT:  Yeah.				false

		5272						LN		184		12		false		           12                        MS. CARSON:  -- this point, so you				false

		5273						LN		184		13		false		           13     might --				false

		5274						LN		184		14		false		           14                        COMMISSIONER DOUMIT:  Okay.  Great.				false

		5275						LN		184		15		false		           15                        MS. CARSON:  -- refer to her.				false

		5276						LN		184		16		false		           16                        COMMISSIONER DOUMIT:  Great.  Thank				false

		5277						LN		184		17		false		           17     you.  Thanks.				false

		5278						LN		184		18		false		           18          Is there -- next question.  Is there any penalty				false

		5279						LN		184		19		false		           19     to a pilot or to PSP if a pilot performs more				false

		5280						LN		184		20		false		           20     assignments than the BPC target assignment level?				false

		5281						LN		184		21		false		           21                        THE WITNESS:  No.				false

		5282						LN		184		22		false		           22                        COMMISSIONER DOUMIT:  Okay.  And can				false

		5283						LN		184		23		false		           23     you please provide an update on PSP's current pilot				false

		5284						LN		184		24		false		           24     account as well as the anticipated number of hires and				false

		5285						LN		184		25		false		           25     retirements during the rate year?				false

		5286						PG		185		0		false		page 185				false

		5287						LN		185		1		false		            1                        THE WITNESS:  So this would be until				false

		5288						LN		185		2		false		            2     June of -- or until, yeah, July 1, or whatever, of				false

		5289						LN		185		3		false		            3     2027?				false

		5290						LN		185		4		false		            4                        COMMISSIONER DOUMIT:  Yes.				false

		5291						LN		185		5		false		            5                        THE WITNESS:  In a bench request,				false

		5292						LN		185		6		false		            6     or...?				false

		5293						LN		185		7		false		            7                        COMMISSIONER DOUMIT:  No, I mean --				false

		5294						LN		185		8		false		            8                        THE WITNESS:  Right now?  Well, I				false

		5295						LN		185		9		false		            9     think we'll be -- I think we'll be at either -- if the				false

		5296						LN		185		10		false		           10     Commission authorizes 60 pilots, we'll either be at 59				false

		5297						LN		185		11		false		           11     or 60.				false

		5298						LN		185		12		false		           12                        COMMISSIONER DOUMIT:  And then the				false

		5299						LN		185		13		false		           13     anticipated number of retirements.  Does that -- so				false

		5300						LN		185		14		false		           14     that total you just gave, you're calculating --				false

		5301						LN		185		15		false		           15                        THE WITNESS:  Balancing.				false

		5302						LN		185		16		false		           16                        COMMISSIONER DOUMIT:  -- the number				false

		5303						LN		185		17		false		           17     of hires and retirements?				false

		5304						LN		185		18		false		           18                        THE WITNESS:  Yes.				false

		5305						LN		185		19		false		           19                        COMMISSIONER DOUMIT:  Okay.  Can you				false

		5306						LN		185		20		false		           20     please clarify what is the final projected assignment				false

		5307						LN		185		21		false		           21     number that PSP proposes to use in determining tariff				false

		5308						LN		185		22		false		           22     rates?  We talked about this a lot.  And so what's --				false

		5309						LN		185		23		false		           23                        THE WITNESS:  Yeah, I'm -- in terms				false

		5310						LN		185		24		false		           24     of rates, I think it's going to depend on what Mike				false

		5311						LN		185		25		false		           25     Moore's testimony is by the time Sheree gets done				false

		5312						PG		186		0		false		page 186				false

		5313						LN		186		1		false		            1     asking the question.  But we're going to see about				false

		5314						LN		186		2		false		            2     whether or not he supports removing the HTW service				false

		5315						LN		186		3		false		            3     from the revenue requirement.  If he does, then we'll				false

		5316						LN		186		4		false		            4     revise the -- the number of assignments.  If he				false

		5317						LN		186		5		false		            5     doesn't, then we'll keep the number at 7,114.				false

		5318						LN		186		6		false		            6                        COMMISSIONER DOUMIT:  So that's the				false

		5319						LN		186		7		false		            7     only variable you see at the moment?				false

		5320						LN		186		8		false		            8                        THE WITNESS:  Yes.				false

		5321						LN		186		9		false		            9                        COMMISSIONER DOUMIT:  Okay.  Couple				false

		5322						LN		186		10		false		           10     of questions following up on the retirement.				false

		5323						LN		186		11		false		           11          So you testified that you're -- although you're				false

		5324						LN		186		12		false		           12     not aware of the total liability at the moment anyway,				false

		5325						LN		186		13		false		           13     would you agree that the current pay-as-you-go system				false

		5326						LN		186		14		false		           14     is unsustainable?				false

		5327						LN		186		15		false		           15                        THE WITNESS:  Yes.				false

		5328						LN		186		16		false		           16                        COMMISSIONER DOUMIT:  Okay.  Do you				false

		5329						LN		186		17		false		           17     recognize that the longer it takes to resolve the MEP				false

		5330						LN		186		18		false		           18     issue, the more ratepayers are at risk for funding				false

		5331						LN		186		19		false		           19     pilot pensions?				false

		5332						LN		186		20		false		           20                        THE WITNESS:  Well, yeah.  They've				false

		5333						LN		186		21		false		           21     been doing it for a long time, but, yes, I -- I do				false

		5334						LN		186		22		false		           22     recognize there's a risk there.				false

		5335						LN		186		23		false		           23                        COMMISSIONER DOUMIT:  How long				false

		5336						LN		186		24		false		           24     should we, the Commission, wait for PSP to resolve the				false

		5337						LN		186		25		false		           25     pension issue?  That essentially is asking how long				false

		5338						PG		187		0		false		page 187				false

		5339						LN		187		1		false		            1     should we wait for the Labor Department letter of				false

		5340						LN		187		2		false		            2     determination.				false

		5341						LN		187		3		false		            3                        THE WITNESS:  Commissioner Doumit,				false

		5342						LN		187		4		false		            4     we're taking our advice from our attorney on this				false

		5343						LN		187		5		false		            5     issue.  He's here.  And I'm sure he would be the best				false

		5344						LN		187		6		false		            6     one to answer that.				false

		5345						LN		187		7		false		            7                        COMMISSIONER DOUMIT:  I'm not asking				false

		5346						LN		187		8		false		            8     necessarily how long it will take.  I'm saying how long				false

		5347						LN		187		9		false		            9     do you think that we should wait?  How long can we wait				false

		5348						LN		187		10		false		           10     in this limbo essentially?				false

		5349						LN		187		11		false		           11                        THE WITNESS:  Until I retire.				false

		5350						LN		187		12		false		           12          So the -- I don't know.  I think the DOL will come				false

		5351						LN		187		13		false		           13     back within the year, and we'll -- I really believe				false

		5352						LN		187		14		false		           14     that we'll be filing within the year for a defined				false

		5353						LN		187		15		false		           15     benefit -- a multiple employer plan.				false

		5354						LN		187		16		false		           16          Now, whether we file without DOL, without DOL				false

		5355						LN		187		17		false		           17     weighing in or not, if that's required, we can possibly				false

		5356						LN		187		18		false		           18     do that.  That's -- I could be speaking out of turn				false

		5357						LN		187		19		false		           19     here.  I'm not sure.				false

		5358						LN		187		20		false		           20                        COMMISSIONER DOUMIT:  So should the				false

		5359						LN		187		21		false		           21     Commission set a time frame by when PSP needs to				false

		5360						LN		187		22		false		           22     determine which direction it wants to go on pensions if				false

		5361						LN		187		23		false		           23     there is no word from the labor department?				false

		5362						LN		187		24		false		           24                        THE WITNESS:  Yes.				false

		5363						LN		187		25		false		           25                        COMMISSIONER DOUMIT:  You mentioned				false

		5364						PG		188		0		false		page 188				false

		5365						LN		188		1		false		            1     a year.  Okay.				false

		5366						LN		188		2		false		            2                        THE WITNESS:  Yes.				false

		5367						LN		188		3		false		            3                        COMMISSIONER DOUMIT:  All right.				false

		5368						LN		188		4		false		            4     Great.  Thank you.  Thank you.  Nothing -- nothing				false

		5369						LN		188		5		false		            5     further from me.				false

		5370						LN		188		6		false		            6          Any follow-up from my colleagues?				false

		5371						LN		188		7		false		            7                        CHAIR RYBARIK:  Just one quick				false

		5372						LN		188		8		false		            8     follow-up on where Commissioner Doumit started, which				false

		5373						LN		188		9		false		            9     is on the blank -- blank sailing.				false

		5374						LN		188		10		false		           10          And I think I heard you say there is more blank				false

		5375						LN		188		11		false		           11     sailing than ad hoc sailing currently; is that correct?				false

		5376						LN		188		12		false		           12                        THE WITNESS:  That's correct.				false

		5377						LN		188		13		false		           13                        CHAIR RYBARIK:  And did I also hear				false

		5378						LN		188		14		false		           14     you say there's an increase in blank sailing in the				false

		5379						LN		188		15		false		           15     last year?				false

		5380						LN		188		16		false		           16                        THE WITNESS:  Well, I don't think I				false

		5381						LN		188		17		false		           17     said that, but I think that's probably true, yeah.				false

		5382						LN		188		18		false		           18                        CHAIR RYBARIK:  And what would you				false

		5383						LN		188		19		false		           19     attribute that to?				false

		5384						LN		188		20		false		           20                        THE WITNESS:  Trump tariffs, I				false

		5385						LN		188		21		false		           21     think.  I mean, this is what we're hearing anyway.  I				false

		5386						LN		188		22		false		           22     mean, every morning, I'll look at Journal of Commerce.				false

		5387						LN		188		23		false		           23     Comes in my e-mail every morning.  And I look for a				false

		5388						LN		188		24		false		           24     bright spot.  And they -- they sit -- and they -- you				false

		5389						LN		188		25		false		           25     know, there's legislation that Trump has tried to get				false

		5390						PG		189		0		false		page 189				false

		5391						LN		189		1		false		            1     others to sign onto.  And there's tariffs.  And then				false

		5392						LN		189		2		false		            2     he's -- and in the Supreme Court, they rule -- they				false

		5393						LN		189		3		false		            3     strike down his tariffs, and then he comes up with				false

		5394						LN		189		4		false		            4     these other ones.				false

		5395						LN		189		5		false		            5          So these have an impact on shipping.  And we can				false

		5396						LN		189		6		false		            6     see it.  But it's not just shipping.  Then, in turn,				false

		5397						LN		189		7		false		            7     then they have an impact on the economy.  I mean, you				false

		5398						LN		189		8		false		            8     guys know this more than I do.  But -- and when the				false

		5399						LN		189		9		false		            9     economy goes down, I mean, people don't buy new cars.				false

		5400						LN		189		10		false		           10     They don't need new TVs, or whatever it is.  Shipping				false

		5401						LN		189		11		false		           11     slows down.				false

		5402						LN		189		12		false		           12                        CHAIR RYBARIK:  Thank you.				false

		5403						LN		189		13		false		           13                        THE WITNESS:  Yeah.				false

		5404						LN		189		14		false		           14                        JUDGE FUKANO:  Anything further for				false

		5405						LN		189		15		false		           15     this witness?				false

		5406						LN		189		16		false		           16          Thank you very much.  You are excused.				false

		5407						LN		189		17		false		           17                        THE WITNESS:  Thank you.				false

		5408						LN		189		18		false		           18                               (Witness excused.)				false

		5409						LN		189		19		false		           19				false

		5410						LN		189		20		false		           20                        JUDGE FUKANO:  It is currently 2:15.				false

		5411						LN		189		21		false		           21     Should we take a brief break before we turn to the next				false

		5412						LN		189		22		false		           22     witness?  I think about ten -- ten minutes.				false

		5413						LN		189		23		false		           23          Then we will be in recess for the next ten				false

		5414						LN		189		24		false		           24     minutes.  We are off the record.				false

		5415						LN		189		25		false		           25     ////				false

		5416						PG		190		0		false		page 190				false

		5417						LN		190		1		false		            1                               (Pause in proceedings from				false

		5418						LN		190		2		false		            2                                2:15 p.m. to 2:36 p.m.)				false

		5419						LN		190		3		false		            3				false

		5420						LN		190		4		false		            4                        JUDGE FUKANO:  Let's be back on the				false

		5421						LN		190		5		false		            5     record.				false

		5422						LN		190		6		false		            6          Good afternoon.  It is approximately 2:36 p.m.,				false

		5423						LN		190		7		false		            7     and we are resuming cross of PSP's witnesses.  The next				false

		5424						LN		190		8		false		            8     witness is Ann LaRue.				false

		5425						LN		190		9		false		            9          And please raise your right hand.				false

		5426						LN		190		10		false		           10          Do you swear or affirm the testimony that you				false

		5427						LN		190		11		false		           11     provide today is the truth and nothing but the truth?				false

		5428						LN		190		12		false		           12                        THE WITNESS:  I do.				false

		5429						LN		190		13		false		           13                        JUDGE FUKANO:  And please speak into				false

		5430						LN		190		14		false		           14     the mike.				false

		5431						LN		190		15		false		           15                        THE WITNESS:  I do.				false

		5432						LN		190		16		false		           16                        JUDGE FUKANO:  Thank you.				false

		5433						LN		190		17		false		           17          Please introduce the witness, and tender them for				false

		5434						LN		190		18		false		           18     cross.  Please note if there are any corrections to the				false

		5435						LN		190		19		false		           19     prefiled testimony.				false

		5436						LN		190		20		false		           20                        MS. CARSON:  Thank you, Your Honor.				false

		5437						LN		190		21		false		           21				false

		5438						LN		190		22		false		           22     ANN LARUE,                  having been first duly sworn				false

		5439						LN		190		23		false		           23                                 by Administrative Law Judge				false

		5440						LN		190		24		false		           24                                 Fukano, was examined and				false

		5441						LN		190		25		false		           25                                 testified as follows:				false

		5442						PG		191		0		false		page 191				false

		5443						LN		191		1		false		            1                        DIRECT EXAMINATION				false

		5444						LN		191		2		false		            2     BY MS. CARSON:				false

		5445						LN		191		3		false		            3  Q  Ms. LaRue, please state your name and title, and spell				false

		5446						LN		191		4		false		            4     your name for the court reporter.				false

		5447						LN		191		5		false		            5  A  My name is Ann LaRue.  Last name is spelled L-a-				false

		5448						LN		191		6		false		            6     capital R-u-e.				false

		5449						LN		191		7		false		            7          What else do you want?				false

		5450						LN		191		8		false		            8  Q  And your title.				false

		5451						LN		191		9		false		            9  A  My title.  I'm a CPA, and I'm the owner of Kalahiki				false

		5452						LN		191		10		false		           10     Consulting.				false

		5453						LN		191		11		false		           11  Q  Ms. LaRue, do you have before you what has been marked				false

		5454						LN		191		12		false		           12     for identification as Exhibit Nos. AML-1T through				false

		5455						LN		191		13		false		           13     AML-18T in Docket TP-250574?				false

		5456						LN		191		14		false		           14  A  I do.				false

		5457						LN		191		15		false		           15  Q  Do these exhibits constitute your prefiled direct,				false

		5458						LN		191		16		false		           16     rebuttal, and settlement testimony and related exhibits				false

		5459						LN		191		17		false		           17     in this proceeding?				false

		5460						LN		191		18		false		           18  A  They do, yes.				false

		5461						LN		191		19		false		           19  Q  Were these prepared under your supervision and				false

		5462						LN		191		20		false		           20     direction?				false

		5463						LN		191		21		false		           21  A  They were.				false

		5464						LN		191		22		false		           22  Q  Do you have any corrections to any of your exhibits at				false

		5465						LN		191		23		false		           23     this time?				false

		5466						LN		191		24		false		           24  A  No.				false

		5467						LN		191		25		false		           25  Q  Are your prefiled direct, rebuttal, and settlement				false

		5468						PG		192		0		false		page 192				false

		5469						LN		192		1		false		            1     testimony and accompanying exhibits true and correct,				false

		5470						LN		192		2		false		            2     to the best of your information and belief?				false

		5471						LN		192		3		false		            3  A  Yes.				false

		5472						LN		192		4		false		            4                        MS. CARSON:  Thank you.  Your				false

		5473						LN		192		5		false		            5     exhibits have been admitted into evidence.				false

		5474						LN		192		6		false		            6          Your Honor, PSP offers Ann LaRue for				false

		5475						LN		192		7		false		            7     cross-examination.				false

		5476						LN		192		8		false		            8                        JUDGE FUKANO:  Thank you.				false

		5477						LN		192		9		false		            9          Commission staff indicated cross for this witness.				false

		5478						LN		192		10		false		           10     Please proceed.				false

		5479						LN		192		11		false		           11				false

		5480						LN		192		12		false		           12                        CROSS-EXAMINATION				false

		5481						LN		192		13		false		           13     BY MR. ROBERSON:				false

		5482						LN		192		14		false		           14  Q  Good afternoon, Ms. LaRue.  How are you?				false

		5483						LN		192		15		false		           15  A  I'm well.  How are you?				false

		5484						LN		192		16		false		           16  Q  Doing fine.				false

		5485						LN		192		17		false		           17          I would like to start with your opening testimony,				false

		5486						LN		192		18		false		           18     which is Exhibit AML-01T.				false

		5487						LN		192		19		false		           19  A  Yes.				false

		5488						LN		192		20		false		           20  Q  And I'd like to start at Page 5.				false

		5489						LN		192		21		false		           21          In the first paragraph on that page, you note a				false

		5490						LN		192		22		false		           22     number of differences between PSP structure and the				false

		5491						LN		192		23		false		           23     structures of other Commission-regulated companies,				false

		5492						LN		192		24		false		           24     correct?				false

		5493						LN		192		25		false		           25  A  Correct.				false

		5494						PG		193		0		false		page 193				false

		5495						LN		193		1		false		            1  Q  And one of those which you list on Lines 3 to 4 is that				false

		5496						LN		193		2		false		            2     PSP is, quote, a voluntary association of individual				false

		5497						LN		193		3		false		            3     persons and corporations, correct?				false

		5498						LN		193		4		false		            4  A  Correct.				false

		5499						LN		193		5		false		            5  Q  Another listed at Lines 6 through 9 is that pilot				false

		5500						LN		193		6		false		            6     compensation is PSP's principal expense, correct?				false

		5501						LN		193		7		false		            7  A  Correct.				false

		5502						LN		193		8		false		            8  Q  Does pilot compensation in the form of DNI show up on				false

		5503						LN		193		9		false		            9     PSP's income statement?				false

		5504						LN		193		10		false		           10  A  No.				false

		5505						LN		193		11		false		           11  Q  Does any pilot have an entitlement -- legal,				false

		5506						LN		193		12		false		           12     contractual, or statutory -- to the authorized DNI				false

		5507						LN		193		13		false		           13     approved by the Commission?				false

		5508						LN		193		14		false		           14  A  No.				false

		5509						LN		193		15		false		           15  Q  No pilot is a PSP employee, correct?				false

		5510						LN		193		16		false		           16  A  Not to my knowledge.				false

		5511						LN		193		17		false		           17  Q  So PSP doesn't pay the pilots an hourly wage, correct?				false

		5512						LN		193		18		false		           18  A  Correct.				false

		5513						LN		193		19		false		           19  Q  And no pilot has a contract with PSP that guarantees a				false

		5514						LN		193		20		false		           20     certain salary, correct?				false

		5515						LN		193		21		false		           21  A  I'm sorry.  What was that?				false

		5516						LN		193		22		false		           22  Q  No pilot has a contract with PSP that guarantees a				false

		5517						LN		193		23		false		           23     specific salary in the form of a DNI?				false

		5518						LN		193		24		false		           24  A  I'm not a hundred percent sure what the deal -- the				false

		5519						LN		193		25		false		           25     deal is between the pilots and the association.  But to				false

		5520						PG		194		0		false		page 194				false

		5521						LN		194		1		false		            1     my knowledge, no pilot has been guaranteed an income.				false

		5522						LN		194		2		false		            2  Q  Okay.  So PSP just distributes money to its member				false

		5523						LN		194		3		false		            3     entities, which are mostly S corporations, from what I				false

		5524						LN		194		4		false		            4     understand, as it becomes available, correct?				false

		5525						LN		194		5		false		            5  A  Not as it becomes available, no.  I would disagree with				false

		5526						LN		194		6		false		            6     that statement.				false

		5527						LN		194		7		false		            7  Q  What do the mechanics of that look like?  How does				false

		5528						LN		194		8		false		            8     money flow from PSP to the pilots?				false

		5529						LN		194		9		false		            9  A  On a periodic basis, the accountants, after satisfying				false

		5530						LN		194		10		false		           10     all expenses, distribute the revenue remaining to the				false

		5531						LN		194		11		false		           11     individual pilots equally.				false

		5532						LN		194		12		false		           12  Q  To the pilot or to the members?				false

		5533						LN		194		13		false		           13  A  The individual member pilots.				false

		5534						LN		194		14		false		           14  Q  Okay.  I'd like to turn to Page 21 of your testimony.				false

		5535						LN		194		15		false		           15          And between Lines 7 and 10, you describe PSP's				false

		5536						LN		194		16		false		           16     current rates as insufficient to, among other things,				false

		5537						LN		194		17		false		           17     provide a fair return, correct?				false

		5538						LN		194		18		false		           18  A  Correct.				false

		5539						LN		194		19		false		           19  Q  Does the ratemaking formula explicitly include a return				false

		5540						LN		194		20		false		           20     component?				false

		5541						LN		194		21		false		           21  A  The one that PSP proposed in this rate case does.				false

		5542						LN		194		22		false		           22  Q  Does the current ratemaking formula include a return				false

		5543						LN		194		23		false		           23     component?				false

		5544						LN		194		24		false		           24  A  No.				false

		5545						LN		194		25		false		           25  Q  But it does include a DNI component, correct?				false

		5546						PG		195		0		false		page 195				false

		5547						LN		195		1		false		            1  A  TDNI is a factor in the current revenue requirement				false

		5548						LN		195		2		false		            2     formula, yes.  But there is no identified return				false

		5549						LN		195		3		false		            3     component.				false

		5550						LN		195		4		false		            4  Q  And TDNI is just the authorized DNI multiplied by the				false

		5551						LN		195		5		false		            5     number of pilots, correct?				false

		5552						LN		195		6		false		            6  A  Correct.				false

		5553						LN		195		7		false		            7  Q  Is it fair to say that DNI functions as the analog to				false

		5554						LN		195		8		false		            8     the return on equities in other industries for the				false

		5555						LN		195		9		false		            9     pilotage industry?				false

		5556						LN		195		10		false		           10  A  No.				false

		5557						LN		195		11		false		           11  Q  Does not?				false

		5558						LN		195		12		false		           12  A  No.				false

		5559						LN		195		13		false		           13  Q  Okay.  Does the DNI provide an incentive to control				false

		5560						LN		195		14		false		           14     costs much in the way that the return on equity does in				false

		5561						LN		195		15		false		           15     other industries?				false

		5562						LN		195		16		false		           16  A  I think any business owner wants to control costs.				false

		5563						LN		195		17		false		           17  Q  But PSP's members directly benefit when they control				false

		5564						LN		195		18		false		           18     costs, right?  There's more DNI available for				false

		5565						LN		195		19		false		           19     distribution?				false

		5566						LN		195		20		false		           20  A  What's that?				false

		5567						LN		195		21		false		           21  Q  PSP's members benefit directly when they control				false

		5568						LN		195		22		false		           22     costs -- right? -- because there's more money available				false

		5569						LN		195		23		false		           23     for distributable net income, correct?				false

		5570						LN		195		24		false		           24  A  Not under the current method that we're setting rates,				false

		5571						LN		195		25		false		           25     no.				false

		5572						PG		196		0		false		page 196				false

		5573						LN		196		1		false		            1  Q  So if the pilots control costs and therefore make more				false

		5574						LN		196		2		false		            2     money, they can't distribute more money to their				false

		5575						LN		196		3		false		            3     members?				false

		5576						LN		196		4		false		            4  A  Yes, if costs are controlled as you say it, more money				false

		5577						LN		196		5		false		            5     can be distributed.  But the pilots deserve an				false

		5578						LN		196		6		false		            6     opportunity to earn their authorized TDNI, which has				false

		5579						LN		196		7		false		            7     not happened since the rate setting was transferred to				false

		5580						LN		196		8		false		            8     the UTC.				false

		5581						LN		196		9		false		            9  Q  Do they deserve an opportunity or a guarantee of				false

		5582						LN		196		10		false		           10     making their --				false

		5583						LN		196		11		false		           11  A  An opportunity, which they have not been granted as far				false

		5584						LN		196		12		false		           12     as I'm concerned.				false

		5585						LN		196		13		false		           13  Q  And that is because of a fundamental flaw in the				false

		5586						LN		196		14		false		           14     ratemaking formula?				false

		5587						LN		196		15		false		           15  A  I would say it would be a flaw in how the PSP's rate				false

		5588						LN		196		16		false		           16     setting was set up in the inaugural case actually.  Not				false

		5589						LN		196		17		false		           17     just the DNI.  But the numbers that we used in the				false

		5590						LN		196		18		false		           18     first case were inaccurate.				false

		5591						LN		196		19		false		           19          We used historical averages that were outdated				false

		5592						LN		196		20		false		           20     because we didn't have information that we needed.  It				false

		5593						LN		196		21		false		           21     takes time to assimilate to the UTC's strict economic				false

		5594						LN		196		22		false		           22     regulation.  And PSP has been doing that for the last				false

		5595						LN		196		23		false		           23     six years.				false

		5596						LN		196		24		false		           24          Now we have an actual representative year of				false

		5597						LN		196		25		false		           25     normal business for PSP, and that's why we're				false

		5598						PG		197		0		false		page 197				false

		5599						LN		197		1		false		            1     requesting the revenue requirement model that we're				false

		5600						LN		197		2		false		            2     requesting in this case.				false

		5601						LN		197		3		false		            3  Q  If the flaws in the first case were due to the sample,				false

		5602						LN		197		4		false		            4     why would you change the ratemaking formula now that				false

		5603						LN		197		5		false		            5     you're acknowledging that there's a valid year?				false

		5604						LN		197		6		false		            6  A  There's still no return.  There was no return				false

		5605						LN		197		7		false		            7     authorized in the first case.  And every other				false

		5606						LN		197		8		false		            8     transportation industry at the Commission is allowed to				false

		5607						LN		197		9		false		            9     earn a return in their rates, and therefore I believe				false

		5608						LN		197		10		false		           10     it's most fair to allow PSP a return.				false

		5609						LN		197		11		false		           11  Q  Do any of those other industries have a payout in the				false

		5610						LN		197		12		false		           12     form of something like DNI?				false

		5611						LN		197		13		false		           13  A  There are -- every owner-operator or manager-executive				false

		5612						LN		197		14		false		           14     at the businesses regulated by the Commission earn a				false

		5613						LN		197		15		false		           15     salary.  And I think the best way to look at this is,				false

		5614						LN		197		16		false		           16     you know, originally for transportation companies, the				false

		5615						LN		197		17		false		           17     operating margin was used for all of them.  When it was				false

		5616						LN		197		18		false		           18     identified that solid waste companies had such a large				false

		5617						LN		197		19		false		           19     asset base, they were pulled together in collaboration				false

		5618						LN		197		20		false		           20     with the Commission and determined a more fair revenue				false

		5619						LN		197		21		false		           21     requirement model.				false

		5620						LN		197		22		false		           22          PSP is asking for that same consideration.  We may				false

		5621						LN		197		23		false		           23     not have 50 or more solid waste or pilot companies in				false

		5622						LN		197		24		false		           24     Washington, but we do still deserve to earn a return				false

		5623						LN		197		25		false		           25     for operating this regulated business, and the pilots				false

		5624						PG		198		0		false		page 198				false

		5625						LN		198		1		false		            1     deserve to earn a national average compensation.				false

		5626						LN		198		2		false		            2  Q  The question was a little more limited.				false

		5627						LN		198		3		false		            3          It's --				false

		5628						LN		198		4		false		            4  A  Okay.				false

		5629						LN		198		5		false		            5  Q  -- do any of those other industries have a payout like				false

		5630						LN		198		6		false		            6     DNI?				false

		5631						LN		198		7		false		            7  A  I wouldn't know, because I didn't look at all of them.				false

		5632						LN		198		8		false		            8     But I would say, to my knowledge, I don't know of any				false

		5633						LN		198		9		false		            9     other ones at this time.				false

		5634						LN		198		10		false		           10  Q  So in your testimony, you do talk about looking at --				false

		5635						LN		198		11		false		           11     what is it? -- 130 other companies regulated by the				false

		5636						LN		198		12		false		           12     Commission?				false

		5637						LN		198		13		false		           13  A  I stated that there were about 130 transportation				false

		5638						LN		198		14		false		           14     companies at the Commission who earn a return.  PSP is				false

		5639						LN		198		15		false		           15     not one of them.				false

		5640						LN		198		16		false		           16                        JUDGE FUKANO:  Apologies.  Counsel,				false

		5641						LN		198		17		false		           17     would you speak a little closer to the mike.				false

		5642						LN		198		18		false		           18                        MR. ROBERSON:  Apologies.				false

		5643						LN		198		19		false		           19  Q  (By Mr. Roberson)  Okay.  That leads wonderfully into				false

		5644						LN		198		20		false		           20     my next line of questions.				false

		5645						LN		198		21		false		           21          So are you generally familiar with the rate				false

		5646						LN		198		22		false		           22     filings of those other industries or those other				false

		5647						LN		198		23		false		           23     companies?				false

		5648						LN		198		24		false		           24  A  Generally, yes.  And some are my customers, or clients,				false

		5649						LN		198		25		false		           25     I should say.				false

		5650						PG		199		0		false		page 199				false

		5651						LN		199		1		false		            1  Q  So for the ones that you're generally aware of or who				false

		5652						LN		199		2		false		            2     are your customers, is there a payout like DNI?				false

		5653						LN		199		3		false		            3  A  No.  They earn a salary.  That's recovered in rates.				false

		5654						LN		199		4		false		            4  Q  And that would be due to their corporate structures,				false

		5655						LN		199		5		false		            5     correct?				false

		5656						LN		199		6		false		            6  A  Yes.  But the UTC sets rates and encourages efficient				false

		5657						LN		199		7		false		            7     management.  They're not to be dictating how companies				false

		5658						LN		199		8		false		            8     are set up.  I don't know if one was set up				false

		5659						LN		199		9		false		            9     differently, if they would have to be treated				false

		5660						LN		199		10		false		           10     differently.				false

		5661						LN		199		11		false		           11          I mean, my thing is that PSP was -- PSP's rate				false

		5662						LN		199		12		false		           12     setting was transferred to the UTC.  PSP is set up the				false

		5663						LN		199		13		false		           13     way it is similar to other pilotage districts, as we've				false

		5664						LN		199		14		false		           14     heard through the other rate cases.  And I think the				false

		5665						LN		199		15		false		           15     UTC should acknowledge that, no, they're not the same				false

		5666						LN		199		16		false		           16     as every other transportation industry.				false

		5667						LN		199		17		false		           17          But there are parts of it that we can use like we				false

		5668						LN		199		18		false		           18     did in this case, bifurcating the part that is				false

		5669						LN		199		19		false		           19     anomalous, using the part that is the same to set an				false

		5670						LN		199		20		false		           20     operating margin, and compensate the pilots with a fair				false

		5671						LN		199		21		false		           21     pilot compensation, at least an opportunity for them to				false

		5672						LN		199		22		false		           22     earn a fair compensation.  That's what other				false

		5673						LN		199		23		false		           23     transportation industries are allowed, and that's what				false

		5674						LN		199		24		false		           24     we're asking here.				false

		5675						LN		199		25		false		           25  Q  Okay.  But I guess the difference that we've already				false

		5676						PG		200		0		false		page 200				false

		5677						LN		200		1		false		            1     discussed is those other transportation companies have				false

		5678						LN		200		2		false		            2     those people as employees, correct?  No pilot is a PSP				false

		5679						LN		200		3		false		            3     employee?				false

		5680						LN		200		4		false		            4  A  Correct.				false

		5681						LN		200		5		false		            5  Q  Do you generally pay salary to people who you don't				false

		5682						LN		200		6		false		            6     employ?				false

		5683						LN		200		7		false		            7  A  No.  But the pilots have been charged with operating				false

		5684						LN		200		8		false		            8     the Puget Sound Pilot association.  So they are				false

		5685						LN		200		9		false		            9     required to operate the association as well as move				false

		5686						LN		200		10		false		           10     ships.				false

		5687						LN		200		11		false		           11  Q  And their compensation for that is distributed net				false

		5688						LN		200		12		false		           12     income, correct?				false

		5689						LN		200		13		false		           13  A  Correct.				false

		5690						LN		200		14		false		           14  Q  Okay.  I'd like to move on to the end of Page 12 and				false

		5691						LN		200		15		false		           15     the beginning of Page 13.				false

		5692						LN		200		16		false		           16  A  The same testimony?				false

		5693						LN		200		17		false		           17  Q  Yes.  And there you explain how operating margin is				false

		5694						LN		200		18		false		           18     calculated, correct?				false

		5695						LN		200		19		false		           19  A  Mm-hmm.  Yes.				false

		5696						LN		200		20		false		           20  Q  And could you just briefly explain the formula.				false

		5697						LN		200		21		false		           21  A  The operating margin formula?				false

		5698						LN		200		22		false		           22  Q  Yeah.				false

		5699						LN		200		23		false		           23  A  Takes the authorized operating expenses and determines				false

		5700						LN		200		24		false		           24     a rate of return.				false

		5701						LN		200		25		false		           25  Q  What's the actual formula used to determine the rate of				false

		5702						PG		201		0		false		page 201				false

		5703						LN		201		1		false		            1     return?				false

		5704						LN		201		2		false		            2  A  Operating expenses divided by operating income.				false

		5705						LN		201		3		false		            3  Q  And you're a CPA.				false

		5706						LN		201		4		false		            4          Did you have access to PSP's books?				false

		5707						LN		201		5		false		            5  A  Do I have access to their books?				false

		5708						LN		201		6		false		            6  Q  Yeah.				false

		5709						LN		201		7		false		            7  A  They have outside accountants that handle their taxes				false

		5710						LN		201		8		false		            8     and their -- their audit.  So, no.  I deal with the				false

		5711						LN		201		9		false		            9     accounts in house.				false

		5712						LN		201		10		false		           10  Q  Did you ask for their books?				false

		5713						LN		201		11		false		           11  A  Their financial statements?				false

		5714						LN		201		12		false		           12  Q  Yeah.				false

		5715						LN		201		13		false		           13  A  Well, I've reviewed their financial statements in				false

		5716						LN		201		14		false		           14     putting the case together.				false

		5717						LN		201		15		false		           15  Q  Okay.  So you have some idea of what their operating				false

		5718						LN		201		16		false		           16     expenses sum to; is that correct?				false

		5719						LN		201		17		false		           17  A  Their operating expenses are?  Well, yeah.  That's in				false

		5720						LN		201		18		false		           18     AML-03 and -10.				false

		5721						LN		201		19		false		           19  Q  And you have some idea what their income looks like,				false

		5722						LN		201		20		false		           20     correct?				false

		5723						LN		201		21		false		           21  A  For the test year?				false

		5724						LN		201		22		false		           22  Q  Yeah.				false

		5725						LN		201		23		false		           23  A  Yes.  That's in AML-03 and -10.				false

		5726						LN		201		24		false		           24  Q  But you didn't calculate an operating margin for the				false

		5727						LN		201		25		false		           25     pilots, correct?				false

		5728						PG		202		0		false		page 202				false

		5729						LN		202		1		false		            1  A  I did calculate an operating margin for the pilots in				false

		5730						LN		202		2		false		            2     this rate case.				false

		5731						LN		202		3		false		            3  Q  Based on their financials?				false

		5732						LN		202		4		false		            4  A  Based on their regulatory income statement, like is				false

		5733						LN		202		5		false		            5     required.				false

		5734						LN		202		6		false		            6  Q  What was the operating margin you propose giving PSP				false

		5735						LN		202		7		false		            7     here?				false

		5736						LN		202		8		false		            8  A  88 percent.  A 12 percent operating margin.				false

		5737						LN		202		9		false		            9  Q  And how did you pick that number?				false

		5738						LN		202		10		false		           10  A  We -- I evaluated the PSP's expenses over -- since UTC				false

		5739						LN		202		11		false		           11     regulation started and determined that, after the first				false

		5740						LN		202		12		false		           12     rate year of the first case, a 12 percent margin would				false

		5741						LN		202		13		false		           13     have still -- it would have reduced regulatory lag, but				false

		5742						LN		202		14		false		           14     pilot DNI would still have to be reduced to cover some				false

		5743						LN		202		15		false		           15     of that regulatory lag.				false

		5744						LN		202		16		false		           16          So while I believe it might -- it should be closer				false

		5745						LN		202		17		false		           17     to 15 percent, I thought that a 12 percent would be a				false

		5746						LN		202		18		false		           18     reasonable proposal this first time around, because by				false

		5747						LN		202		19		false		           19     my analysis, it probably should be higher.				false

		5748						LN		202		20		false		           20  Q  Okay.  I would like to jump back to Page 4 of your				false

		5749						LN		202		21		false		           21     opening testimony.				false

		5750						LN		202		22		false		           22  A  I'm there.				false

		5751						LN		202		23		false		           23  Q  In the last Q&A on that page, you discuss staff's				false
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		5774						LN		203		20		false		           20          There's a lot of information to go through in the				false

		5775						LN		203		21		false		           21     six months we had to do the case.  And while we like to				false

		5776						LN		203		22		false		           22     think that we did the best job we can, we certainly did				false

		5777						LN		203		23		false		           23     not do an exhaustive search of things.  And a lot of				false

		5778						LN		203		24		false		           24     information has been gleaned since the first case.				false

		5779						LN		203		25		false		           25  Q  Through your own individual research, or how -- how was				false

		5780						PG		204		0		false		page 204				false

		5781						LN		204		1		false		            1     this information turned over, turned up?				false

		5782						LN		204		2		false		            2  A  Through the pilot rate cases that we've had here,				false

		5783						LN		204		3		false		            3     through my own research, through working with the				false

		5784						LN		204		4		false		            4     pilots.				false

		5785						LN		204		5		false		            5  Q  So when you did that independent research, did you look				false

		5786						LN		204		6		false		            6     to see if any other rate-setting body used an operating				false

		5787						LN		204		7		false		            7     margin like this?				false

		5788						LN		204		8		false		            8  A  I didn't.				false
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		5935						LN		209		25		false		           25  Q  So regulatory lag affects no other company?				false

		5936						PG		210		0		false		page 210				false

		5937						LN		210		1		false		            1  A  That's exactly not what I said.				false
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		5995						LN		212		7		false		            7                        MR. ROBERSON:  Fair enough.  I think				false

		5996						LN		212		8		false		            8     that's all my questions.  Thank you.				false

		5997						LN		212		9		false		            9                        JUDGE FUKANO:  Thank you.				false

		5998						LN		212		10		false		           10          PSP, any redirect at this time, or would you				false

		5999						LN		212		11		false		           11     prefer to wait till the conclusion of cross to address				false

		6000						LN		212		12		false		           12     collectively?				false

		6001						LN		212		13		false		           13                        MS. CARSON:  I'd prefer to wait till				false

		6002						LN		212		14		false		           14     the conclusion of cross.  Thank you.				false

		6003						LN		212		15		false		           15                        JUDGE FUKANO:  Very good.				false

		6004						LN		212		16		false		           16          PMSA indicated cross for this witness.  You may				false

		6005						LN		212		17		false		           17     proceed.				false

		6006						LN		212		18		false		           18                        MS. DeLAPPE:  Thank you.				false

		6007						LN		212		19		false		           19				false

		6008						LN		212		20		false		           20                        CROSS-EXAMINATION				false

		6009						LN		212		21		false		           21     BY MS. DeLAPPE:				false

		6010						LN		212		22		false		           22  Q  Good afternoon, Ms. LaRue.				false

		6011						LN		212		23		false		           23  A  Good afternoon.				false

		6012						LN		212		24		false		           24  Q  Let me start by seeing if we agree on some of the basic				false

		6013						LN		212		25		false		           25     facts in this case.				false

		6014						PG		213		0		false		page 213				false

		6015						LN		213		1		false		            1          In the Test Year 2024, the Commission authorized a				false

		6016						LN		213		2		false		            2     revenue requirement of 41,991,181.				false

		6017						LN		213		3		false		            3          Do you need me to give you the order citation?				false

		6018						LN		213		4		false		            4  A  No, I just -- I'll trust you.  The PSP did provide a				false

		6019						LN		213		5		false		            5     compliance filing, and I don't know if that number's				false

		6020						LN		213		6		false		            6     updated for the compliance filing.				false

		6021						LN		213		7		false		            7  Q  This is from Order 08.				false

		6022						LN		213		8		false		            8  A  Correct.				false

		6023						LN		213		9		false		            9  Q  Attachment A.				false

		6024						LN		213		10		false		           10  A  Correct.				false

		6025						LN		213		11		false		           11  Q  Line 67.				false

		6026						LN		213		12		false		           12  A  I don't have the appendix.  No appendix.  It's fine.				false

		6027						LN		213		13		false		           13     It's very close.  We did file a compliance filing, and				false

		6028						LN		213		14		false		           14     it did move the number up a hair, but that's very				false

		6029						LN		213		15		false		           15     close.  About 42 million, I believe.				false

		6030						LN		213		16		false		           16  Q  And in the test year, 2024, PSP's actual revenues were				false

		6031						LN		213		17		false		           17     $43,650,014?				false

		6032						LN		213		18		false		           18  A  Okay.				false

		6033						LN		213		19		false		           19  Q  And if you wanted to check, that's in your				false

		6034						LN		213		20		false		           20     Exhibit AML-3.				false

		6035						LN		213		21		false		           21  A  Mm-hmm.				false

		6036						LN		213		22		false		           22  Q  Schedule 1.1.				false

		6037						LN		213		23		false		           23  A  43,690,945.				false

		6038						LN		213		24		false		           24  Q  I have that as 43,650,014?				false

		6039						LN		213		25		false		           25  A  That's fine.  It's close enough.				false

		6040						PG		214		0		false		page 214				false

		6041						LN		214		1		false		            1  Q  So that means that the tariff generated $1.6 million,				false

		6042						LN		214		2		false		            2     approximately, in excess of the Commission's authorized				false

		6043						LN		214		3		false		            3     revenue requirement in 2024?				false

		6044						LN		214		4		false		            4  A  Correct.				false

		6045						LN		214		5		false		            5  Q  So the percentage over the authorized revenue				false

		6046						LN		214		6		false		            6     requirement was 104 percent?  It generated 104 percent				false

		6047						LN		214		7		false		            7     of the authorized revenue requirement during the test				false

		6048						LN		214		8		false		            8     year?				false

		6049						LN		214		9		false		            9  A  4 percent more than what was authorized.  Okay.				false

		6050						LN		214		10		false		           10  Q  And PSP is requesting a 52 percent rate increase based				false

		6051						LN		214		11		false		           11     on a test year when it was already generating 104				false

		6052						LN		214		12		false		           12     percent of its authorized revenue requirement?				false

		6053						LN		214		13		false		           13  A  Correct.				false

		6054						LN		214		14		false		           14  Q  The Commission affirmed a specific revenue requirement				false

		6055						LN		214		15		false		           15     formula for maritime pilotage in both the prior				false

		6056						LN		214		16		false		           16     dockets, correct?				false

		6057						LN		214		17		false		           17  A  Yes.  Yes.				false

		6058						LN		214		18		false		           18  Q  And PSP now proposes to replace that formula with a new				false

		6059						LN		214		19		false		           19     formula that introduces a fixed 12 percent operating				false

		6060						LN		214		20		false		           20     margin that generates approximately $2.7 million in				false

		6061						LN		214		21		false		           21     revenue above what the approved formula would generate,				false

		6062						LN		214		22		false		           22     correct?				false

		6063						LN		214		23		false		           23  A  Yes, I believe that's true.  I'm not checking the				false

		6064						LN		214		24		false		           24     calculations.				false

		6065						LN		214		25		false		           25  Q  In Exhibit AML-10, your spreadsheet, Schedule 1.2.				false

		6066						PG		215		0		false		page 215				false

		6067						LN		215		1		false		            1  A  I'm there.				false

		6068						LN		215		2		false		            2  Q  You have your results -- your revised schedule --				false

		6069						LN		215		3		false		            3     excuse me -- your results of operations, correct?				false

		6070						LN		215		4		false		            4  A  Correct.				false

		6071						LN		215		5		false		            5  Q  And if you look at Cell O10 -- excuse me -- O17, you				false

		6072						LN		215		6		false		            6     list your proposed DNI per pilot at 729,467?				false

		6073						LN		215		7		false		            7  A  Correct.				false

		6074						LN		215		8		false		            8  Q  This figure does not reflect the actual total				false

		6075						LN		215		9		false		            9     distributable net income that PSP is proposing, does				false

		6076						LN		215		10		false		           10     it?				false

		6077						LN		215		11		false		           11  A  The DNI?				false

		6078						LN		215		12		false		           12  Q  The actual total distributable net income per pilot.				false

		6079						LN		215		13		false		           13  A  Yes.				false

		6080						LN		215		14		false		           14  Q  So isn't PSP actually proposing a net income per pilot				false

		6081						LN		215		15		false		           15     of 774,869 in this schedule of operations?				false

		6082						LN		215		16		false		           16  A  No.  Not to my knowledge.				false

		6083						LN		215		17		false		           17  Q  Please go to Column N, and scroll down to Lines 98				false

		6084						LN		215		18		false		           18     through 101.				false

		6085						LN		215		19		false		           19  A  Which column?				false

		6086						LN		215		20		false		           20  Q  Column N.				false

		6087						LN		215		21		false		           21          And you'll see down there a little table.  The				false

		6088						LN		215		22		false		           22     Column N has a heading, "Total RR," on Line 97.				false

		6089						LN		215		23		false		           23  A  Okay.  Okay.				false

		6090						LN		215		24		false		           24  Q  And so there you see that you are proposing a total				false

		6091						LN		215		25		false		           25     revenue requirement of $66,775,584?				false

		6092						PG		216		0		false		page 216				false

		6093						LN		216		1		false		            1  A  Correct.  Correct.				false

		6094						LN		216		2		false		            2  Q  And total operating expenses, a couple lines down, on				false

		6095						LN		216		3		false		            3     Line 101, of 20,283,422?				false

		6096						LN		216		4		false		            4  A  Correct.				false

		6097						LN		216		5		false		            5  Q  So now if you take 66.7 million, roughly, of total				false

		6098						LN		216		6		false		            6     revenue less 20.3 million, approximately, of expenses,				false

		6099						LN		216		7		false		            7     you get net revenue of 46,492,162?				false

		6100						LN		216		8		false		            8  A  Yes.  But you're including the calculated operating				false

		6101						LN		216		9		false		            9     margin in DNI.				false

		6102						LN		216		10		false		           10  Q  Right.				false

		6103						LN		216		11		false		           11          I'm asking you just to subtract operating expenses				false

		6104						LN		216		12		false		           12     from revenue.  Right?				false

		6105						LN		216		13		false		           13  A  Okay.				false

		6106						LN		216		14		false		           14  Q  Since you're proposing 60 pilots, if you divide that				false

		6107						LN		216		15		false		           15     46.5 million, roughly, among the 60 pilots, then that				false

		6108						LN		216		16		false		           16     would give you, per pilot, income of 774,869, right?				false

		6109						LN		216		17		false		           17  A  If that's how you want to do that calculation, that's				false

		6110						LN		216		18		false		           18     fine.  But that is not how we are calculating DNI.				false

		6111						LN		216		19		false		           19     That is an operating margin.  It is a return to cover				false

		6112						LN		216		20		false		           20     regulatory lag and unexpected costs.  And over the last				false

		6113						LN		216		21		false		           21     four years --				false

		6114						LN		216		22		false		           22  Q  Ms. LaRue.				false

		6115						LN		216		23		false		           23  A  -- a 12 percent margin would never have gone to DNI.				false

		6116						LN		216		24		false		           24  Q  Ms. LaRue, my question was never about DNI, was it?				false

		6117						LN		216		25		false		           25  A  You brought -- yes.  You actually asked me about DNI.				false

		6118						PG		217		0		false		page 217				false

		6119						LN		217		1		false		            1  Q  You're listing --				false

		6120						LN		217		2		false		            2  A  And then you asked me that we were requesting more than				false

		6121						LN		217		3		false		            3     what was in my worksheet.				false

		6122						LN		217		4		false		            4  Q  Your --				false

		6123						LN		217		5		false		            5  A  So that's all.				false

		6124						LN		217		6		false		            6  Q  Yeah.				false

		6125						LN		217		7		false		            7  A  I was just trying to clarify here.				false

		6126						LN		217		8		false		            8  Q  Okay.  So it's net income less operating expenses would				false

		6127						LN		217		9		false		            9     provide that total distributed -- the amount that you				false

		6128						LN		217		10		false		           10     would distribute to pilots, right?				false

		6129						LN		217		11		false		           11  A  No.  If an operating margin was provided to the				false

		6130						LN		217		12		false		           12     pilots -- we currently are living in a world where the				false

		6131						LN		217		13		false		           13     pilots have no return, and revenues are distributed				false

		6132						LN		217		14		false		           14     like we talked about earlier.				false

		6133						LN		217		15		false		           15          But if the UTC were to grant an operating margin,				false

		6134						LN		217		16		false		           16     PSP would accommodate that, just like they've				false

		6135						LN		217		17		false		           17     accommodated every other directive from the Commission.				false

		6136						LN		217		18		false		           18     Things may change.  Bylaws may change.  Tax may change.				false

		6137						LN		217		19		false		           19     There's parties to discuss things with.  But PSP is not				false

		6138						LN		217		20		false		           20     going to sit back and do the same thing they've always				false

		6139						LN		217		21		false		           21     been doing.  They haven't done that yet.  They pivot at				false

		6140						LN		217		22		false		           22     every turn, and they're committed to doing that here.				false

		6141						LN		217		23		false		           23  Q  Ms. LaRue.				false

		6142						LN		217		24		false		           24  A  So they can be treated fairly.				false

		6143						LN		217		25		false		           25  Q  This is not responsive to my question.  Would you				false

		6144						PG		218		0		false		page 218				false

		6145						LN		218		1		false		            1     please -- I'll move to a new question for you.				false

		6146						LN		218		2		false		            2  A  Okay.				false

		6147						LN		218		3		false		            3  Q  There is no evidence submitted in this case or in the				false

		6148						LN		218		4		false		            4     testimony otherwise that supports an actual net income				false

		6149						LN		218		5		false		            5     per pilot of 774,869; is that correct?				false

		6150						LN		218		6		false		            6  A  No.  That's not what we're requesting.				false

		6151						LN		218		7		false		            7  Q  That's not what I asked.				false

		6152						LN		218		8		false		            8  A  Mm-hmm.				false

		6153						LN		218		9		false		            9  Q  I asked whether there is any evidence --				false

		6154						LN		218		10		false		           10  A  And I said --				false

		6155						LN		218		11		false		           11  Q  -- supporting that --				false

		6156						LN		218		12		false		           12  A  -- no, there isn't, because that's not what we're				false

		6157						LN		218		13		false		           13     requesting.				false

		6158						LN		218		14		false		           14  Q  Okay.  Thank you for answering that there is none.				false

		6159						LN		218		15		false		           15                        JUDGE FUKANO:  Beg your pardon.  For				false

		6160						LN		218		16		false		           16     the benefit of the court reporter, please, we should				false

		6161						LN		218		17		false		           17     not be talking over each other --				false

		6162						LN		218		18		false		           18                        THE WITNESS:  Okay.				false

		6163						LN		218		19		false		           19                        JUDGE FUKANO:  -- during questions				false

		6164						LN		218		20		false		           20     and answers.				false

		6165						LN		218		21		false		           21                        MS. DeLAPPE:  Thank you.				false

		6166						LN		218		22		false		           22  Q  (By Ms. DeLappe)  Ms. LaRue, if you could, please turn				false

		6167						LN		218		23		false		           23     to Exhibit JR-10.  And this is the BPC 2024 annual				false

		6168						LN		218		24		false		           24     report.  JR-10.				false

		6169						LN		218		25		false		           25  A  10.				false

		6170						PG		219		0		false		page 219				false

		6171						LN		219		1		false		            1  Q  If you could please turn to Page 33.				false

		6172						LN		219		2		false		            2  A  I'm there.				false

		6173						LN		219		3		false		            3  Q  Thank you.				false

		6174						LN		219		4		false		            4          At the bottom of the table that's in the top half				false

		6175						LN		219		5		false		            5     of that page, you see where it says "Annual Earnings				false

		6176						LN		219		6		false		            6     After Deductions for Distribution to Pilots"?				false

		6177						LN		219		7		false		            7  A  Yes.				false

		6178						LN		219		8		false		            8  Q  And then the per pilot, at 56.5, you see that it says				false

		6179						LN		219		9		false		            9     449,591 in the second column?				false

		6180						LN		219		10		false		           10  A  Yes.				false

		6181						LN		219		11		false		           11  Q  And that figure is drawn directly from PSP's 2024				false

		6182						LN		219		12		false		           12     audited financial statements, right?				false

		6183						LN		219		13		false		           13  A  Yes.				false

		6184						LN		219		14		false		           14  Q  Captain Carlson's direct testimony uses that same				false

		6185						LN		219		15		false		           15     figure as PSP's 2024 actual DNI, correct?				false

		6186						LN		219		16		false		           16  A  Yes.				false

		6187						LN		219		17		false		           17  Q  And he uses that to compare against other pilotage				false

		6188						LN		219		18		false		           18     districts in the pilot compensation study, correct?				false

		6189						LN		219		19		false		           19  A  Okay.				false

		6190						LN		219		20		false		           20  Q  Is that an affirmative, or would you like me to direct				false

		6191						LN		219		21		false		           21     you to the record?				false

		6192						LN		219		22		false		           22  A  Well, I'm assuming that it's correct since you're				false

		6193						LN		219		23		false		           23     telling me it's correct.  But I do not recall.  If				false

		6194						LN		219		24		false		           24     you'd like me to go read the testimony now, I can...				false

		6195						LN		219		25		false		           25  Q  That is IC-01 T.				false

		6196						PG		220		0		false		page 220				false

		6197						LN		220		1		false		            1  A  All right.				false

		6198						LN		220		2		false		            2          Page?				false

		6199						LN		220		3		false		            3  Q  And that's at Page 11.  And start at Line 18.  It goes				false

		6200						LN		220		4		false		            4     through 21.				false

		6201						LN		220		5		false		            5  A  Okay.				false

		6202						LN		220		6		false		            6  Q  So would you agree with me that he uses that number,				false

		6203						LN		220		7		false		            7     which is at Line 21, as the basis for comparing against				false

		6204						LN		220		8		false		            8     other pilotage districts in the pilot compensation				false

		6205						LN		220		9		false		            9     study?				false

		6206						LN		220		10		false		           10  A  Yes.				false

		6207						LN		220		11		false		           11  Q  That figure is not actually the appropriate pilot DNI				false

		6208						LN		220		12		false		           12     to use for the test year in this case, is it?				false

		6209						LN		220		13		false		           13  A  Did you say it's not the DNI we used in the case?				false

		6210						LN		220		14		false		           14  Q  It's not the appropriate DNI to use for the test year				false

		6211						LN		220		15		false		           15     in this case, is it?				false

		6212						LN		220		16		false		           16  A  I would disagree.  This says -- so there's -- first,				false

		6213						LN		220		17		false		           17     let me -- let me clarify.  Audited financial statements				false

		6214						LN		220		18		false		           18     are not regulatory financial statements.  Okay?  And we				false

		6215						LN		220		19		false		           19     have to make adjustments -- every company does -- to				false

		6216						LN		220		20		false		           20     accommodate regulatory accounting standards when it				false

		6217						LN		220		21		false		           21     files a rate case with the Commission.  Therefore, the				false

		6218						LN		220		22		false		           22     numbers that are produced from your financial				false

		6219						LN		220		23		false		           23     statements may not match the numbers that we use in a				false

		6220						LN		220		24		false		           24     rate case for the UTC.				false

		6221						LN		220		25		false		           25          There are certain expenses that you can deduct in				false

		6222						PG		221		0		false		page 221				false

		6223						LN		221		1		false		            1     your financial statements that the Commission				false

		6224						LN		221		2		false		            2     disallows.  There are certain -- there are certain				false

		6225						LN		221		3		false		            3     depreciation schemes you can use for financial				false

		6226						LN		221		4		false		            4     accounting that you can't use for regulatory				false

		6227						LN		221		5		false		            5     accounting.				false

		6228						LN		221		6		false		            6          So we talk a lot about materiality because the				false

		6229						LN		221		7		false		            7     numbers may not be exact, but they are precise.  They				false

		6230						LN		221		8		false		            8     are accurate, I should say.				false

		6231						LN		221		9		false		            9  Q  And I just want to test what I'm hearing.  But it				false

		6232						LN		221		10		false		           10     sounds to me like we agree that the number that Captain				false

		6233						LN		221		11		false		           11     Carlson used, that you said, testified just now is				false

		6234						LN		221		12		false		           12     drawn from PSP's 2024 audited financial statements, was				false

		6235						LN		221		13		false		           13     not the appropriate figure to use in this rate case for				false

		6236						LN		221		14		false		           14     the test year by Captain Carlson in his testimony?				false

		6237						LN		221		15		false		           15  A  The -- and this might be better for Captain Carlson or				false

		6238						LN		221		16		false		           16     Mr. Sisung, but I believe since they are doing their				false

		6239						LN		221		17		false		           17     compensation study based on audited financials, which				false

		6240						LN		221		18		false		           18     is what the Commission requested, I think it makes				false

		6241						LN		221		19		false		           19     sense to use that number comparing apples to apples.				false

		6242						LN		221		20		false		           20     But it doesn't negate the fact that we still have to				false

		6243						LN		221		21		false		           21     provide a regulatory format for the Commission to make				false

		6244						LN		221		22		false		           22     its decisions.				false

		6245						LN		221		23		false		           23  Q  It's not appropriate from a regulatory standpoint -- as				false

		6246						LN		221		24		false		           24     you, I think, were discussing earlier -- in part				false

		6247						LN		221		25		false		           25     because PSP's books are being calculated on a modified				false

		6248						PG		222		0		false		page 222				false

		6249						LN		222		1		false		            1     cash basis, correct?				false

		6250						LN		222		2		false		            2  A  The financial statements are modified accrual, yes.				false

		6251						LN		222		3		false		            3  Q  And as you noted, they're not adjusted for regulatory				false

		6252						LN		222		4		false		            4     disallowances that the Commission has applied in both				false

		6253						LN		222		5		false		            5     prior cases, correct?				false

		6254						LN		222		6		false		            6  A  Correct.				false

		6255						LN		222		7		false		            7  Q  And so nowhere in your testimony do you provide the				false

		6256						LN		222		8		false		            8     UTC-adjusted DNI, right?				false

		6257						LN		222		9		false		            9  A  I removed actual DNI, TDNI, from pilotage fees earned,				false

		6258						LN		222		10		false		           10     restated it out of revenues, and then pro-formed in the				false

		6259						LN		222		11		false		           11     results from RLS-04, I believe, Mr. Sisung's exhibit				false

		6260						LN		222		12		false		           12     for the compensation study.				false

		6261						LN		222		13		false		           13  Q  So --				false

		6262						LN		222		14		false		           14  A  I removed TDNI in total.				false

		6263						LN		222		15		false		           15  Q  Is it correct that you did not provide or calculate				false

		6264						LN		222		16		false		           16     what the actual UTC-adjusted DNI should be in this				false

		6265						LN		222		17		false		           17     case?				false

		6266						LN		222		18		false		           18  A  No.  I don't think I did.				false

		6267						LN		222		19		false		           19  Q  Okay.				false

		6268						LN		222		20		false		           20  A  Should be -- I mean, we -- okay.  We're providing a pro				false

		6269						LN		222		21		false		           21     forma amount, but I don't think that's what you're				false

		6270						LN		222		22		false		           22     asking for.				false

		6271						LN		222		23		false		           23  Q  No.				false

		6272						LN		222		24		false		           24          In both the prior cases, the Commission required				false

		6273						LN		222		25		false		           25     that pilot medical insurance expenses be removed from				false

		6274						PG		223		0		false		page 223				false

		6275						LN		223		1		false		            1     PSP's operating expenses and treated as pilot				false

		6276						LN		223		2		false		            2     compensation, right?				false

		6277						LN		223		3		false		            3  A  Correct.				false

		6278						LN		223		4		false		            4  Q  And that increases the regulatory per-pilot DNI above				false

		6279						LN		223		5		false		            5     PSP's book figure, doesn't it?				false

		6280						LN		223		6		false		            6  A  I don't think I understand your question.				false

		6281						LN		223		7		false		            7  Q  If you take the medical insurance expenses that are				false

		6282						LN		223		8		false		            8     being treated as expenses in the audited financials and				false

		6283						LN		223		9		false		            9     you follow the Commission's orders to include that as				false

		6284						LN		223		10		false		           10     part of DNI, doesn't that increase regulatory DNI?				false

		6285						LN		223		11		false		           11  A  No.  The pilots -- because of the order that said that				false

		6286						LN		223		12		false		           12     they couldn't recover medical anymore, that is paid				false

		6287						LN		223		13		false		           13     per -- by the pilots.  It's -- their DNI is distributed				false

		6288						LN		223		14		false		           14     to them, and then -- and they're required to pay for				false

		6289						LN		223		15		false		           15     pilot medical, to my knowledge.				false

		6290						LN		223		16		false		           16          So it is a reduction or -- it's included in what				false

		6291						LN		223		17		false		           17     they're requesting is their medical insurance, 'cause				false

		6292						LN		223		18		false		           18     it's being paid by the pilot.				false

		6293						LN		223		19		false		           19  Q  So for the Test Year 2024 --				false

		6294						LN		223		20		false		           20  A  Mm-hmm.				false

		6295						LN		223		21		false		           21  Q  -- there was zero -- zero amount in the 2024 financials				false

		6296						LN		223		22		false		           22     that reflected anything paid for pilot medical				false

		6297						LN		223		23		false		           23     insurance premiums?  Zero?				false

		6298						LN		223		24		false		           24  A  Right.  Because the pilots are paying it after it's				false

		6299						LN		223		25		false		           25     distributed to the pilot, to my knowledge.  That's how				false
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		6301						LN		224		1		false		            1     it's being handled.  PSP is not recording it, because				false

		6302						LN		224		2		false		            2     PSP isn't paying it.  The pilot is.				false

		6303						LN		224		3		false		            3  Q  And you said to your knowledge.				false

		6304						LN		224		4		false		            4          Are you absolutely certain on that for 2024 test				false

		6305						LN		224		5		false		            5     year?				false

		6306						LN		224		6		false		            6  A  I'm pretty certain, and I believe there was a DR about				false

		6307						LN		224		7		false		            7     this, so I could -- subject to check, yes, I'm pretty				false

		6308						LN		224		8		false		            8     sure.				false

		6309						LN		224		9		false		            9  Q  Let's turn to callback expenses.				false

		6310						LN		224		10		false		           10          Those are treated as a DNI item, not an				false

		6311						LN		224		11		false		           11     association operating expense.				false

		6312						LN		224		12		false		           12  A  Correct.				false

		6313						LN		224		13		false		           13  Q  That change, regulatory change, also increases the				false

		6314						LN		224		14		false		           14     regulatory per-pilot DNI, doesn't it?				false

		6315						LN		224		15		false		           15  A  Correct.				false

		6316						LN		224		16		false		           16  Q  You made the proper restating adjustments for callbacks				false

		6317						LN		224		17		false		           17     in your schedule of operations in the amount of				false

		6318						LN		224		18		false		           18     352,812, no?				false

		6319						LN		224		19		false		           19  A  Correct.				false

		6320						LN		224		20		false		           20  Q  But you never presented a schedule showing what PSP's				false

		6321						LN		224		21		false		           21     test year per-pilot DNI is after applying the				false

		6322						LN		224		22		false		           22     Commission's established regulatory adjustments?				false

		6323						LN		224		23		false		           23  A  That's what's presented here on -- in AML-10, on				false

		6324						LN		224		24		false		           24     Line 93, or Row 104, TDNI is listed there, net of the				false

		6325						LN		224		25		false		           25     expenses PS -- or the Commission has ordered come out				false
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		6328						LN		225		2		false		            2  Q  Let me repeat the question.				false

		6329						LN		225		3		false		            3          You never presented a schedule showing what PSP's				false

		6330						LN		225		4		false		            4     test year per-pilot DNI is after applying the				false

		6331						LN		225		5		false		            5     Commission's established regulatory adjustments?				false

		6332						LN		225		6		false		            6  A  Correct.				false

		6333						LN		225		7		false		            7  Q  It is nowhere in your direct testimony and nowhere in				false

		6334						LN		225		8		false		            8     AML-03 or AML-10, right?				false

		6335						LN		225		9		false		            9  A  Correct.				false

		6336						LN		225		10		false		           10  Q  So the Commission, reviewing your testimony and				false

		6337						LN		225		11		false		           11     exhibits, can't find a single line that states, after				false

		6338						LN		225		12		false		           12     applying Commission-approved regulatory adjustments,				false

		6339						LN		225		13		false		           13     test year per-pilot DNA [sic] is X dollars?				false

		6340						LN		225		14		false		           14  A  Correct.				false

		6341						LN		225		15		false		           15  Q  Ms. LaRue, the 12 percent operating margin you propose,				false

		6342						LN		225		16		false		           16     as we already discussed, generates a little over				false
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		6345						LN		225		19		false		           19     produce, without any additional pilotage services being				false
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		6348						LN		225		22		false		           22  Q  And turning then to AML-01T, your direct testimony.  At				false

		6349						LN		225		23		false		           23     Page 22.				false
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		6351						LN		225		25		false		           25  Q  So you cited in the footnote, Footnote 26, a document				false
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		6485						LN		231		3		false		            3     so I was not fully informed.  And I did not do the				false

		6486						LN		231		4		false		            4     work, not nearly the work that I did in this case as a				false

		6487						LN		231		5		false		            5     witness.				false

		6488						LN		231		6		false		            6  Q  So in -- in looking at MM-07 and MM-08, the two				false

		6489						LN		231		7		false		            7     financial statements we just looked at, you're looking				false

		6490						LN		231		8		false		            8     at and you relied on in this case financial statements				false

		6491						LN		231		9		false		            9     that Jessica Norris prepared for PSP, correct?				false

		6492						LN		231		10		false		           10  A  Correct.				false

		6493						LN		231		11		false		           11  Q  For purposes only of comparing with the prior years,				false

		6494						LN		231		12		false		           12     2021 and 2020, and to check that you're capable of -- I				false

		6495						LN		231		13		false		           13     believe you are capable of reading the same statement				false

		6496						LN		231		14		false		           14     in that one.  If you could please turn to				false

		6497						LN		231		15		false		           15     Exhibit AML-25X, Page 11.  And just confirm that the				false

		6498						LN		231		16		false		           16     same statement is in the financial statements for those				false

		6499						LN		231		17		false		           17     years, 2021 to 2020.				false

		6500						LN		231		18		false		           18  A  Found them.  Page 11 again.				false

		6501						LN		231		19		false		           19  Q  Thank you.				false

		6502						LN		231		20		false		           20          So again you see that same statement?				false

		6503						LN		231		21		false		           21  A  Under Note 1, yes.				false

		6504						LN		231		22		false		           22  Q  Yes.  Thank you.				false

		6505						LN		231		23		false		           23          And so the statement there, that Puget Sound				false

		6506						LN		231		24		false		           24     Pilots is not in the business of providing a return on				false

		6507						LN		231		25		false		           25     investment to the individual members, that's actually				false

		6508						PG		232		0		false		page 232				false

		6509						LN		232		1		false		            1     consistent with your testimony to staff's counsel a few				false

		6510						LN		232		2		false		            2     minutes ago that there was no return in the first case				false

		6511						LN		232		3		false		            3     for the pilots, no?				false

		6512						LN		232		4		false		            4  A  Correct.  There's been no return in any of the cases.				false

		6513						LN		232		5		false		            5  Q  And it's also -- Puget Sound business is not in that				false

		6514						LN		232		6		false		            6     business of providing a return, right?				false

		6515						LN		232		7		false		            7  A  To its member pilots as it states, yes.				false

		6516						LN		232		8		false		            8  Q  So based on the analysis we just discussed, PSP does				false

		6517						LN		232		9		false		            9     not meet any of the four stated purposes for an				false

		6518						LN		232		10		false		           10     operating ratio as described in your Work Paper AML-02,				false

		6519						LN		232		11		false		           11     does it?				false

		6520						LN		232		12		false		           12  A  One second.				false

		6521						LN		232		13		false		           13          So, no, I wouldn't agree with how you are				false

		6522						LN		232		14		false		           14     summarizing this.  For one, Mr. Nikula is one person.				false

		6523						LN		232		15		false		           15     And we are absolutely requesting that expenses, taxes,				false

		6524						LN		232		16		false		           16     and interest be recovered.  And we are not asking for a				false

		6525						LN		232		17		false		           17     return on an investment or a return on equity.  PSP is				false

		6526						LN		232		18		false		           18     asking for an operating margin, which is consistent				false

		6527						LN		232		19		false		           19     with other transportation companies.				false

		6528						LN		232		20		false		           20  Q  So just to go back, then, through what you just				false

		6529						LN		232		21		false		           21     testified about.				false

		6530						LN		232		22		false		           22          You agree that PSP earns -- they recover operating				false

		6531						LN		232		23		false		           23     expenses by wide margins, correct?				false

		6532						LN		232		24		false		           24  A  They cover operating expense --				false

		6533						LN		232		25		false		           25  Q  They recover -- PSP recovers its operating expenses by				false

		6534						PG		233		0		false		page 233				false

		6535						LN		233		1		false		            1     wide margins?				false

		6536						LN		233		2		false		            2                        MS. CARSON:  Objection.  What --				false

		6537						LN		233		3		false		            3     it's not clear what time period we're talking about				false

		6538						LN		233		4		false		            4     here.				false

		6539						LN		233		5		false		            5                        MS. DeLAPPE:  Let's talk about the				false

		6540						LN		233		6		false		            6     test year, Ms. LaRue.				false

		6541						LN		233		7		false		            7                        JUDGE FUKANO:  Sustained.  And				false

		6542						LN		233		8		false		            8     subject to clarification.				false

		6543						LN		233		9		false		            9                        MS. DeLAPPE:  Thank you.				false

		6544						LN		233		10		false		           10                        THE WITNESS:  I'm sorry.  I don't				false

		6545						LN		233		11		false		           11     know where we're at.  Can you ask me what you want to				false

		6546						LN		233		12		false		           12     know again.				false

		6547						LN		233		13		false		           13  Q  (By Ms. DeLappe)  PSP recovered its operating expenses				false

		6548						LN		233		14		false		           14     by a wide margin -- correct? --				false

		6549						LN		233		15		false		           15                        MS. CARSON:  Objection.				false

		6550						LN		233		16		false		           16  Q  (Continuing by Ms. DeLappe)  -- during the test year?				false

		6551						LN		233		17		false		           17  A  The way that rates are set at the Commission, certain				false

		6552						LN		233		18		false		           18     revenues are -- certain expenses are authorized, and				false

		6553						LN		233		19		false		           19     pilot DNI -- TDNI is authorized.  For you to say that				false

		6554						LN		233		20		false		           20     they are covering their expenses by a wide margin, I				false

		6555						LN		233		21		false		           21     believe, would be inaccurate.				false

		6556						LN		233		22		false		           22          PSP has seen a very reasonable increase in				false

		6557						LN		233		23		false		           23     operating expenses over the years, and I think that				false

		6558						LN		233		24		false		           24     they're reasonably controlled.  They are paying the				false

		6559						LN		233		25		false		           25     necessary operating expenses in lieu of pilot				false

		6560						PG		234		0		false		page 234				false

		6561						LN		234		1		false		            1     compensation.  That's what we're trying to remedy here.				false

		6562						LN		234		2		false		            2          So when you say that they're providing a wide				false

		6563						LN		234		3		false		            3     margin, millions of dollars more than the expenses,				false

		6564						LN		234		4		false		            4     that means that pilot DNI is being reduced every time				false

		6565						LN		234		5		false		            5     there is more expenses than are authorized in rates.				false

		6566						LN		234		6		false		            6  Q  Ms. LaRue, let's root ourselves in the numbers here.				false

		6567						LN		234		7		false		            7          If you could turn back to Exhibit MM-07.  And turn				false

		6568						LN		234		8		false		            8     to Page 8.				false

		6569						LN		234		9		false		            9          Yeah.  Are you there?				false

		6570						LN		234		10		false		           10  A  I'm looking.				false

		6571						LN		234		11		false		           11          Consolidated Statement of Revenues, Expenses and				false

		6572						LN		234		12		false		           12     Changes.				false

		6573						LN		234		13		false		           13          Is that what you want?				false

		6574						LN		234		14		false		           14  Q  Yes.				false

		6575						LN		234		15		false		           15  A  Okay.  I'm there.				false

		6576						LN		234		16		false		           16  Q  Thank you.				false

		6577						LN		234		17		false		           17          So for 2024, on Line 6, total operating expenses,				false

		6578						LN		234		18		false		           18     it says, were 17,985,325.				false

		6579						LN		234		19		false		           19          PSP brought in more revenue than its operating				false

		6580						LN		234		20		false		           20     expenses in 2024, correct?				false

		6581						LN		234		21		false		           21  A  Correct.				false

		6582						LN		234		22		false		           22  Q  Thank you.				false

		6583						LN		234		23		false		           23          Let's turn to Page 11 of the operating margin,				false

		6584						LN		234		24		false		           24     your document there about -- on Work Paper AML-2.				false

		6585						LN		234		25		false		           25          And so there you see --				false

		6586						PG		235		0		false		page 235				false

		6587						LN		235		1		false		            1                        COMMISSIONER RENDAHL:  I'm sorry.				false

		6588						LN		235		2		false		            2                        MS. DeLAPPE:  Yes.				false

		6589						LN		235		3		false		            3                        COMMISSIONER RENDAHL:  Can you-all				false

		6590						LN		235		4		false		            4     hear me?  This is Commissioner Rendahl.				false

		6591						LN		235		5		false		            5                        MS. DeLAPPE:  Yes.				false

		6592						LN		235		6		false		            6                        COMMISSIONER RENDAHL:  I don't have				false

		6593						LN		235		7		false		            7     a copy of the work papers.  They're not admitted in				false

		6594						LN		235		8		false		            8     evidence.  They're not offered as an exhibit.  So if				false

		6595						LN		235		9		false		            9     you are trying to rely on this for the record, it is				false

		6596						LN		235		10		false		           10     not in evidence.  It's not an exhibit to witness				false

		6597						LN		235		11		false		           11     LaRue's testimony, and it was not a cross exhibit.				false

		6598						LN		235		12		false		           12                        JUDGE FUKANO:  Would there be any				false

		6599						LN		235		13		false		           13     objection from the parties to adding AML Work Paper 2				false

		6600						LN		235		14		false		           14     as a bench exhibit, Bench Exhibit 1?				false

		6601						LN		235		15		false		           15                        MS. DeLAPPE:  I think that would be				false

		6602						LN		235		16		false		           16     great.				false

		6603						LN		235		17		false		           17                        MS. CARSON:  No objection.				false

		6604						LN		235		18		false		           18                        JUDGE FUKANO:  Staff?				false

		6605						LN		235		19		false		           19                        MR. ROBERSON:  No objection.				false

		6606						LN		235		20		false		           20                        JUDGE FUKANO:  And PMSA?				false

		6607						LN		235		21		false		           21                        MS. DeLAPPE:  No objection.				false

		6608						LN		235		22		false		           22                        JUDGE FUKANO:  Then we will admit				false

		6609						LN		235		23		false		           23     the referred-to work paper containing the discussion of				false

		6610						LN		235		24		false		           24     the operating ratio methodology filed as AML Work				false

		6611						LN		235		25		false		           25     Paper 2 as Bench Exhibit 1, BE 1.				false

		6612						PG		236		0		false		page 236				false

		6613						LN		236		1		false		            1                               (Bench Exhibit BE-1				false

		6614						LN		236		2		false		            2                                admitted.)				false

		6615						LN		236		3		false		            3				false

		6616						LN		236		4		false		            4                        COMMISSIONER RENDAHL:  And it would				false

		6617						LN		236		5		false		            5     be helpful for someone to send us a copy of that,				false

		6618						LN		236		6		false		            6     please.				false

		6619						LN		236		7		false		            7                        JUDGE FUKANO:  And just to confirm,				false

		6620						LN		236		8		false		            8     Commissioner Rendahl, did you receive the copy that I				false

		6621						LN		236		9		false		            9     sent to you recently?				false

		6622						LN		236		10		false		           10                        COMMISSIONER RENDAHL:  Yes.  Thank				false

		6623						LN		236		11		false		           11     you.				false

		6624						LN		236		12		false		           12                        JUDGE FUKANO:  Thank you.				false

		6625						LN		236		13		false		           13                        THE WITNESS:  Michelle, there's no				false

		6626						LN		236		14		false		           14     Page 11.  I mean, I went to the end, and it's 6.  So				false

		6627						LN		236		15		false		           15     can you -- is it PDF Page 11, or -- I'm not sure which				false

		6628						LN		236		16		false		           16     page --				false

		6629						LN		236		17		false		           17                        MS. DeLAPPE:  Yes.				false

		6630						LN		236		18		false		           18                        THE WITNESS:  -- you want me to look				false

		6631						LN		236		19		false		           19     at.  Okay.				false

		6632						LN		236		20		false		           20                        MS. DeLAPPE:  It's -- also states				false

		6633						LN		236		21		false		           21     it's Attachment 1, and the heading at the top --				false

		6634						LN		236		22		false		           22                        THE WITNESS:  Okay.  Yeah.				false

		6635						LN		236		23		false		           23                        MS. DeLAPPE:  -- is Lurito- --				false

		6636						LN		236		24		false		           24                        THE WITNESS:  I got it.				false

		6637						LN		236		25		false		           25                        MS. DeLAPPE:  -- Gallagher curve.				false

		6638						PG		237		0		false		page 237				false

		6639						LN		237		1		false		            1                        THE WITNESS:  Okay.  Thank you.				false

		6640						LN		237		2		false		            2                        JUDGE FUKANO:  And apologies.  Which				false

		6641						LN		237		3		false		            3     exhibit were you just referring to?				false

		6642						LN		237		4		false		            4                        MS. DeLAPPE:  Bench Exhibit 1.				false

		6643						LN		237		5		false		            5                        JUDGE FUKANO:  Thank you.				false

		6644						LN		237		6		false		            6                        MS. DeLAPPE:  Ready to go?				false

		6645						LN		237		7		false		            7                        JUDGE FUKANO:  Yes.  Please proceed.				false

		6646						LN		237		8		false		            8                        MS. DeLAPPE:  Okay.				false

		6647						LN		237		9		false		            9  Q  (By Ms. DeLappe)  So this page shows, with the				false

		6648						LN		237		10		false		           10     Lurito-Gallagher curve, the relationship between a				false

		6649						LN		237		11		false		           11     company's average net investment intensity and the				false

		6650						LN		237		12		false		           12     appropriate operating margin, right?				false

		6651						LN		237		13		false		           13  A  Mm-hmm.  Operating ratio.  Mm-hmm.				false

		6652						LN		237		14		false		           14  Q  So the companies with a high debt, high equity, and				false

		6653						LN		237		15		false		           15     significant tax burdens fall at the high end of the				false

		6654						LN		237		16		false		           16     curve, supporting higher margins, right?				false

		6655						LN		237		17		false		           17          Isn't that how this curve works, Ms. LaRue?				false

		6656						LN		237		18		false		           18  A  I didn't create this, but I guess that's what it's				false

		6657						LN		237		19		false		           19     saying.  Again, though, this is a Lurito-Gallagher				false

		6658						LN		237		20		false		           20     curve.				false

		6659						LN		237		21		false		           21  Q  And you do discuss the Lurito-Gallagher curve --				false

		6660						LN		237		22		false		           22  A  I do.				false

		6661						LN		237		23		false		           23  Q  -- in your testimony.				false

		6662						LN		237		24		false		           24  A  It's used by solid waste companies, but it's not being				false

		6663						LN		237		25		false		           25     proposed in this case.				false

		6664						PG		238		0		false		page 238				false

		6665						LN		238		1		false		            1  Q  And you do understand how it works, don't you?				false

		6666						LN		238		2		false		            2  A  The Lurito-Gallagher?  Yes.  It's a very complicated				false

		6667						LN		238		3		false		            3     model, though.				false

		6668						LN		238		4		false		            4  Q  But in the big picture, high debt, high equity, and				false

		6669						LN		238		5		false		            5     significant tax burdens means that you fall at the high				false

		6670						LN		238		6		false		            6     end of the curve, with higher margins, right?				false

		6671						LN		238		7		false		            7  A  Okay.				false

		6672						LN		238		8		false		            8  Q  I'll take that as indicating agreement.				false

		6673						LN		238		9		false		            9          So you see here that the illustrative example				false

		6674						LN		238		10		false		           10     here, the hypothetical company statistics, you have 12				false

		6675						LN		238		11		false		           11     percent.				false

		6676						LN		238		12		false		           12          So it's -- has a business here with 40 percent				false

		6677						LN		238		13		false		           13     debt, 60 percent equity, and 34 percent federal tax				false

		6678						LN		238		14		false		           14     rate, right?				false

		6679						LN		238		15		false		           15  A  Correct.  In this example, yes.				false

		6680						LN		238		16		false		           16  Q  Mm-hmm.				false

		6681						LN		238		17		false		           17          And do you agree that if we apply this curve to				false

		6682						LN		238		18		false		           18     PSP, so you have PSP has approximately zero percent				false

		6683						LN		238		19		false		           19     debt, right?  Approximately?  Since the interest				false

		6684						LN		238		20		false		           20     expense is de minimis?				false

		6685						LN		238		21		false		           21  A  It is, but they still have some debt, yes.				false

		6686						LN		238		22		false		           22  Q  But according to your prior testimony --				false

		6687						LN		238		23		false		           23  A  Mm-hmm.				false

		6688						LN		238		24		false		           24  Q  -- it is de minimis, no?				false

		6689						LN		238		25		false		           25  A  Mm-hmm.				false

		6690						PG		239		0		false		page 239				false

		6691						LN		239		1		false		            1  Q  And there are no outside equity investors, right?				false

		6692						LN		239		2		false		            2  A  Correct.				false

		6693						LN		239		3		false		            3  Q  And PSP has zero percent -- pays zero percent federal				false

		6694						LN		239		4		false		            4     income tax, right?				false

		6695						LN		239		5		false		            5  A  I don't know that for a fact, but I'm going to -- I				false

		6696						LN		239		6		false		            6     know that's how they plan it, but that is sometimes not				false

		6697						LN		239		7		false		            7     always the case.  I believe with the required accrual				false

		6698						LN		239		8		false		            8     of comp day expenses, that may be an issue nowadays, so				false

		6699						LN		239		9		false		            9     I would want to confirm that.				false

		6700						LN		239		10		false		           10  Q  Okay.  And so earlier, you said PSP generally pays no				false

		6701						LN		239		11		false		           11     federal income taxes --				false

		6702						LN		239		12		false		           12  A  Correct.				false

		6703						LN		239		13		false		           13  Q  -- because it files as a pass-through partnership?				false

		6704						LN		239		14		false		           14  A  Mm-hmm.				false

		6705						LN		239		15		false		           15  Q  So generally it pays no federal income tax, right?				false

		6706						LN		239		16		false		           16          And so doesn't that place PSP at the opposite end				false

		6707						LN		239		17		false		           17     of this curve from the 12 percent margin?				false

		6708						LN		239		18		false		           18  A  I guess if that's how you want to view it.  But I don't				false

		6709						LN		239		19		false		           19     like this chart.  I don't understand it.  I didn't				false

		6710						LN		239		20		false		           20     review it.  I don't -- I mean, I didn't build it.  And				false

		6711						LN		239		21		false		           21     it seems very simplistic to try and take PSP and stick				false

		6712						LN		239		22		false		           22     it into this one model.  So...				false

		6713						LN		239		23		false		           23  Q  But your earlier testimony was that you relied on this				false

		6714						LN		239		24		false		           24     document for your operating margin --				false

		6715						LN		239		25		false		           25  A  To provide some context around operating ratio and				false

		6716						PG		240		0		false		page 240				false

		6717						LN		240		1		false		            1     operating margin.  There just isn't a lot of				false

		6718						LN		240		2		false		            2     documentation at the Commission that's available.  And				false

		6719						LN		240		3		false		            3     I stated that in my testimony as well.				false

		6720						LN		240		4		false		            4  Q  So --				false

		6721						LN		240		5		false		            5  A  I used some parts of this, but not all of it was				false

		6722						LN		240		6		false		            6     applicable to PSP.				false

		6723						LN		240		7		false		            7  Q  So you have not identified any factor specific to PSP				false

		6724						LN		240		8		false		            8     and its capital structure or investment intensity that				false

		6725						LN		240		9		false		            9     would place PSP at or near the 12 percent end of that				false

		6726						LN		240		10		false		           10     curve, much less the 15 percent that you testify about				false

		6727						LN		240		11		false		           11     today, right?				false

		6728						LN		240		12		false		           12  A  Can you repeat what you said.				false

		6729						LN		240		13		false		           13  Q  You have not identified any factor specific to PSP's				false

		6730						LN		240		14		false		           14     capital structure or investment intensity that would				false

		6731						LN		240		15		false		           15     place PSP at or near the 12 percent end of that curve?				false

		6732						LN		240		16		false		           16  A  Yes.  But like I said, this is a -- this is a				false

		6733						LN		240		17		false		           17     Lurito-Gallagher curve.  So when we use the operating				false

		6734						LN		240		18		false		           18     margin, it's on companies that often don't have a				false

		6735						LN		240		19		false		           19     stable capital structure or no assets or very few				false

		6736						LN		240		20		false		           20     assets to speak of or investments.  So that is why we				false

		6737						LN		240		21		false		           21     feel that when you bifurcate the TDNI, what remains are				false

		6738						LN		240		22		false		           22     PSP's operating expenses for which the Commission can				false

		6739						LN		240		23		false		           23     base an operating margin.				false

		6740						LN		240		24		false		           24          We're not asking for return on investment.  We're				false

		6741						LN		240		25		false		           25     not asking for a return on equity.  We're asking for a				false

		6742						PG		241		0		false		page 241				false

		6743						LN		241		1		false		            1     return -- an operating margin on the authorized				false

		6744						LN		241		2		false		            2     expenses as is provided for every other transportation				false

		6745						LN		241		3		false		            3     industry here.				false

		6746						LN		241		4		false		            4  Q  So earlier you testified regarding Exhibit -- let's				false

		6747						LN		241		5		false		            5     see.				false

		6748						LN		241		6		false		            6          We talked about Exhibit 25X, which were the				false

		6749						LN		241		7		false		            7     long-form financials?				false

		6750						LN		241		8		false		            8  A  Mm-hmm.				false

		6751						LN		241		9		false		            9  Q  And in Note 12 -- so earlier we looked at Note 1.				false

		6752						LN		241		10		false		           10          Note 12 is on Page 18 of that same document.  And				false

		6753						LN		241		11		false		           11     I'm not asking you to testify regarding the contents				false

		6754						LN		241		12		false		           12     but just based on your ability to read these based on				false

		6755						LN		241		13		false		           13     your other experience with PSP's financial statements.				false

		6756						LN		241		14		false		           14          So have you reviewed this Note 12 before?				false

		6757						LN		241		15		false		           15  A  This is from 2020 and 2021.  So I'm sure I've looked at				false

		6758						LN		241		16		false		           16     it, but it was a while ago.				false

		6759						LN		241		17		false		           17  Q  Let me turn, then, to Exhibit 27X.				false

		6760						LN		241		18		false		           18          And so you testified earlier that you are familiar				false

		6761						LN		241		19		false		           19     with Ms. Norris's work in preparing the financial				false

		6762						LN		241		20		false		           20     statements for PSP, correct?				false

		6763						LN		241		21		false		           21  A  Yes, Ms. Norris prepares financial statements for PSP.				false

		6764						LN		241		22		false		           22  Q  And you reviewed those financial statements, the more				false

		6765						LN		241		23		false		           23     recent ones, in preparation for --				false

		6766						LN		241		24		false		           24  A  Correct.				false

		6767						LN		241		25		false		           25  Q  -- the case?				false
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		6769						LN		242		1		false		            1          So if you can -- on -- in Exhibit AML-27X, if you				false
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		6773						LN		242		5		false		            5  A  I don't have the new numbers.  I have the original				false
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		6775						LN		242		7		false		            7  Q  So that was Exhibit JJN-03 in the last rate case.				false
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		6777						LN		242		9		false		            9  Q  Okay.  And so there you see that she said that,				false

		6778						LN		242		10		false		           10     unrecorded liabilities, that Note 12 that we were				false

		6779						LN		242		11		false		           11     looking at just a moment ago, creates a negative equity				false

		6780						LN		242		12		false		           12     balance.  And if PSP were to cease operations, each				false

		6781						LN		242		13		false		           13     pilot would be responsible for a portion of the				false

		6782						LN		242		14		false		           14     negative equity to satisfy liabilities in excess of				false

		6783						LN		242		15		false		           15     assets.				false

		6784						LN		242		16		false		           16          Is that your understanding as well, as a CPA?				false

		6785						LN		242		17		false		           17  A  Yes.				false

		6786						LN		242		18		false		           18  Q  In that case, that situation continues today?				false

		6787						LN		242		19		false		           19  A  What's that?				false

		6788						LN		242		20		false		           20  Q  That situation of unrecorded liabilities and negative				false

		6789						LN		242		21		false		           21     equity continues for PSP today, doesn't it?				false

		6790						LN		242		22		false		           22  A  Yes.				false

		6791						LN		242		23		false		           23  Q  And you testified earlier in response to questions from				false

		6792						LN		242		24		false		           24     staff's counsel that you served on the first PSP rate				false
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		6795						LN		243		1		false		            1  A  I did.				false

		6796						LN		243		2		false		            2  Q  And you included in your own testimony for this rate				false

		6797						LN		243		3		false		            3     case some information about equity, including the work				false

		6798						LN		243		4		false		            4     paper that we just discussed, correct?				false

		6799						LN		243		5		false		            5  A  You want to point me to where?				false

		6800						LN		243		6		false		            6  Q  Sure.				false

		6801						LN		243		7		false		            7          If you can look at Bench Exhibit 1, Page 2, at the				false

		6802						LN		243		8		false		            8     bottom of the page.				false

		6803						LN		243		9		false		            9          It's now called Bench Exhibit 1.  It's a work				false

		6804						LN		243		10		false		           10     paper that you filed.  Work Paper AML-2.				false

		6805						LN		243		11		false		           11  A  Okay.  What page?				false

		6806						LN		243		12		false		           12  Q  Page 2.  It's right after the title page.  At the				false

		6807						LN		243		13		false		           13     bottom of the page.  The paragraph that starts,				false

		6808						LN		243		14		false		           14     "First."  It's the language we were just reviewing				false

		6809						LN		243		15		false		           15     together.				false

		6810						LN		243		16		false		           16          Do you see that it says, "First, the purpose of				false

		6811						LN		243		17		false		           17     the operating ratio is to allow you to recover your				false

		6812						LN		243		18		false		           18     allowed operating expenses, to recover your federal				false

		6813						LN		243		19		false		           19     income taxes, interest expense and still give you a				false

		6814						LN		243		20		false		           20     return on your equity investment"?				false

		6815						LN		243		21		false		           21  A  Yes.				false

		6816						LN		243		22		false		           22  Q  Okay.				false

		6817						LN		243		23		false		           23  A  But that's not how the operating margin is working.				false

		6818						LN		243		24		false		           24     We're not providing a return on equity.  We are				false

		6819						LN		243		25		false		           25     providing a return on operating expenses.				false
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		6821						LN		244		1		false		            1  Q  So I just wanted you to turn to AML- -- Exhibit AML-23.				false

		6822						LN		244		2		false		            2     That's a cross exhibit.  And I am asking you to look at				false

		6823						LN		244		3		false		            3     this exhibit not to discuss the content of what Danny				false

		6824						LN		244		4		false		            4     Kermode, your colleague on the staff team in the first				false

		6825						LN		244		5		false		            5     PSP rate case, testified to as your own testimony, but				false

		6826						LN		244		6		false		            6     rather -- because I believe it is in agreement with				false

		6827						LN		244		7		false		            7     what you just testified about with respect to				false

		6828						LN		244		8		false		            8     Ms. Norris's presentation.				false

		6829						LN		244		9		false		            9          So if you can turn to Page 11.				false

		6830						LN		244		10		false		           10                        JUDGE FUKANO:  And is that 11 in the				false

		6831						LN		244		11		false		           11     testimony page or the exhibit page?				false

		6832						LN		244		12		false		           12                        MS. DeLAPPE:  Exhibit page.  In the				false

		6833						LN		244		13		false		           13     testimony page, it's Page 8.				false

		6834						LN		244		14		false		           14                        JUDGE FUKANO:  Thank you.				false

		6835						LN		244		15		false		           15                        MS. DeLAPPE:  Thank you for the				false
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		6837						LN		244		17		false		           17  Q  (By Ms. DeLappe)  And so on Lines 14 to 18 there -- are				false
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		6842						LN		244		22		false		           22  Q  And that is the same as you just testified to with				false

		6843						LN		244		23		false		           23     respect to Jessica Norris's presentation, correct?				false

		6844						LN		244		24		false		           24  A  Correct.  But I believe if we can get these rates set				false

		6845						LN		244		25		false		           25     at a more appropriate level, we can start turning this				false
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		6849						LN		245		3		false		            3  A  And we are not asking for return on equity.				false

		6850						LN		245		4		false		            4  Q  All right.  And so that, I think, is tied to the last				false

		6851						LN		245		5		false		            5     sentence in that paragraph.  At Line 16, it says the				false

		6852						LN		245		6		false		            6     absence of a positive equity balance equates to the				false
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		6858						LN		245		12		false		           12  Q  And that also do you recall that in Final Order 09, the				false

		6859						LN		245		13		false		           13     Commission, itself, had something to say about that				false

		6860						LN		245		14		false		           14     same topic?  If you like, I can point you to the				false

		6861						LN		245		15		false		           15     paragraph number.				false

		6862						LN		245		16		false		           16  A  Yes, please.				false

		6863						LN		245		17		false		           17  Q  It's Paragraph 67.				false

		6864						LN		245		18		false		           18  A  Where it says that PMSA also argues that the revenue				false

		6865						LN		245		19		false		           19     requirement formula should include a rate of return?				false

		6866						LN		245		20		false		           20  Q  Yes.  If you look halfway down that paragraph, after				false

		6867						LN		245		21		false		           21     Footnote 104, it says, Once these unrecorded				false

		6868						LN		245		22		false		           22     liabilities are appropriately accounted for, PSP has a				false
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		6874						LN		246		2		false		            2  A  I do.  And in the same order, though, the UTC ordered				false
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		6885						LN		246		13		false		           13     Norris, that there's a reported positive pilot equity				false

		6886						LN		246		14		false		           14     of 4.398 million here, but that figure does not include				false

		6887						LN		246		15		false		           15     the significant obligation for PSP's unfunded				false
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		6889						LN		246		17		false		           17  A  Yes, I believe that's a component.				false

		6890						LN		246		18		false		           18  Q  So PSP is requesting $2,746,285 annually as a return				false
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		6892						LN		246		20		false		           20     carried negative true equity return in both prior rate				false

		6893						LN		246		21		false		           21     cases, that earns a zero-dollar return on equity shown				false
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		6902						LN		247		4		false		            4                        MS. CARSON:  Is there a place in her				false
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		6904						LN		247		6		false		            6                        MS. DeLAPPE:  Certainly.				false
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		6914						LN		247		16		false		           16          I agree --				false
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		6917						LN		247		19		false		           19  Q  Okay.  Let's turn to Exhibit AML-20X, your cross				false
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		6919						LN		247		21		false		           21          And specifically, if you could turn to Page 4 of				false

		6920						LN		247		22		false		           22     that exhibit, where you respond to PMSA's Data				false

		6921						LN		247		23		false		           23     Request 39.				false
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		6923						LN		247		25		false		           25  Q  And so you see there that PMSA asked for a clear				false
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		6925						LN		248		1		false		            1     accounting of the individual equity position of each				false
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		6928						LN		248		4		false		            4  Q  And your response was that individual member equity				false

		6929						LN		248		5		false		            5     positions in PSP were beyond the scope of this rate				false
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		6931						LN		248		7		false		            7  A  Correct.  I believe Mr. Kermode stated that in his				false

		6932						LN		248		8		false		            8     initial testimony in the first case.				false

		6933						LN		248		9		false		            9  Q  Okay.  So you are familiar with Mr. Kermode's testimony				false
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		6935						LN		248		11		false		           11  A  He provided as a cross exhibit, so...				false

		6936						LN		248		12		false		           12  Q  Okay.  As a matter of ratemaking principles, is it				false

		6937						LN		248		13		false		           13     possible to include a return on equity without knowing				false

		6938						LN		248		14		false		           14     the equity amount on which the return is being based?				false

		6939						LN		248		15		false		           15  A  I would doubt that, but we are not requesting a return				false
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		6941						LN		248		17		false		           17  Q  You are aware that Mr. Sisung views DNI as not a return				false

		6942						LN		248		18		false		           18     on invested capital and not an operating margin; is				false

		6943						LN		248		19		false		           19     that right?				false

		6944						LN		248		20		false		           20  A  You would have to ask Mr. Sisung.				false

		6945						LN		248		21		false		           21  Q  You're not aware of his views on that subject?				false

		6946						LN		248		22		false		           22  A  I would -- I didn't -- no, I did not testify from --				false

		6947						LN		248		23		false		           23     with Mr. Sisung, and I would prefer his questions go to				false
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		6949						LN		248		25		false		           25  Q  So let me return to something you stated in response to				false
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		6955						LN		249		5		false		            5     revenues are allocated to individual pilots.  And at				false
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		6959						LN		249		9		false		            9     operating -- operating and other expenses which				false

		6960						LN		249		10		false		           10     determines annual earnings per pilot, correct?				false

		6961						LN		249		11		false		           11  A  Correct.				false
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		6966						LN		249		16		false		           16  Q  And it's not tied, then, to any equity stake or capital				false

		6967						LN		249		17		false		           17     contribution that they've made to the association?				false
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		7214						LN		259		4		false		            4     that Mr. Kermode quantified the projected benefit				false

		7215						LN		259		5		false		            5     obligation as of December 31st, 2019, as 124.4 million?				false

		7216						LN		259		6		false		            6  A  I see that that's what he testified to, yes.				false

		7217						LN		259		7		false		            7                        MS. CARSON:  Objection to this line				false

		7218						LN		259		8		false		            8     of questioning.  While Ms. LaRue said that she's				false

		7219						LN		259		9		false		            9     vaguely aware of this testimony, she should not be				false

		7220						LN		259		10		false		           10     asked specific questions about another witness's				false

		7221						LN		259		11		false		           11     testimony in a case five years ago.				false

		7222						LN		259		12		false		           12                        MS. DeLAPPE:  I actually have no				false

		7223						LN		259		13		false		           13     further questions about that exhibit.				false

		7224						LN		259		14		false		           14                        JUDGE FUKANO:  And so to clarify for				false

		7225						LN		259		15		false		           15     the record, are you objecting to further questioning,				false

		7226						LN		259		16		false		           16     then, or to...?				false

		7227						LN		259		17		false		           17                        MS. CARSON:  Yes.  Further				false

		7228						LN		259		18		false		           18     questioning.				false

		7229						LN		259		19		false		           19                        JUDGE FUKANO:  And since there is no				false

		7230						LN		259		20		false		           20     further questioning, objection will be sustained.				false

		7231						LN		259		21		false		           21                        MS. DeLAPPE:  Thank you.				false

		7232						LN		259		22		false		           22  Q  (By Ms. DeLappe)   If you could please turn to				false

		7233						LN		259		23		false		           23     Exhibit AML-26, the cross exhibit.				false

		7234						LN		259		24		false		           24  A  What is that?				false

		7235						LN		259		25		false		           25  Q  AML-26.				false

		7236						PG		260		0		false		page 260				false

		7237						LN		260		1		false		            1  A  I know.  What is it?				false

		7238						LN		260		2		false		            2  Q  That is an exhibit submitted by Christopher Wood.				false

		7239						LN		260		3		false		            3          And I am not going to ask you any questions about				false

		7240						LN		260		4		false		            4     or to subscribe to what Mr. Wood testified there.  But				false

		7241						LN		260		5		false		            5     it is his Exhibit 6T in the last rate case.  And going				false

		7242						LN		260		6		false		            6     to Page 6, please.  Starting at Line 20.				false

		7243						LN		260		7		false		            7                        MS. CARSON:  Objection.  This is a				false

		7244						LN		260		8		false		            8     witness from another rate case.  If counsel isn't going				false

		7245						LN		260		9		false		            9     to ask her any questions about his testimony, it's not				false

		7246						LN		260		10		false		           10     clear why we're looking at his testimony or why it's an				false

		7247						LN		260		11		false		           11     exhibit.				false

		7248						LN		260		12		false		           12                        MS. DeLAPPE:  I misspoke.  I meant				false

		7249						LN		260		13		false		           13     to say I'm not going to dig into it.  It's just to				false

		7250						LN		260		14		false		           14     speak to one aspect of it, but not to subscribe to it				false

		7251						LN		260		15		false		           15     as her own testimony.				false

		7252						LN		260		16		false		           16                        JUDGE FUKANO:  And anything further				false

		7253						LN		260		17		false		           17     from the company?				false

		7254						LN		260		18		false		           18                        MS. CARSON:  Yeah.  Your Honor, this				false

		7255						LN		260		19		false		           19     is an actuary, I believe, from PSP's last rate case.				false

		7256						LN		260		20		false		           20     It's far afield from Ms. LaRue's area of expertise.				false

		7257						LN		260		21		false		           21                        JUDGE FUKANO:  And from PMSA, what				false

		7258						LN		260		22		false		           22     is the nature of your question?				false

		7259						LN		260		23		false		           23                        MS. DeLAPPE:  It is the same type of				false

		7260						LN		260		24		false		           24     question as with the exhibit that we just discussed,				false

		7261						LN		260		25		false		           25     Exhibit 23X.  That's all.  It's very quick.				false

		7262						PG		261		0		false		page 261				false

		7263						LN		261		1		false		            1                        MS. CARSON:  Your Honor, quick or				false

		7264						LN		261		2		false		            2     not, it's outside the scope of her knowledge.  It's				false

		7265						LN		261		3		false		            3     outside the scope of her testimony.  It's an actuary.				false

		7266						LN		261		4		false		            4                        MS. DeLAPPE:  And I would say she				false

		7267						LN		261		5		false		            5     actually has already testified today regarding the				false

		7268						LN		261		6		false		            6     unfunded retirement obligation in Note 12 of the PSP				false

		7269						LN		261		7		false		            7     financials.				false

		7270						LN		261		8		false		            8                        JUDGE FUKANO:  I will sustain the				false

		7271						LN		261		9		false		            9     objection, 'cause I believe that those statements were				false

		7272						LN		261		10		false		           10     simply referring to the representations made by prior				false

		7273						LN		261		11		false		           11     actuaries.  The witness has not opined on the				false

		7274						LN		261		12		false		           12     unrecorded balance or the value of that account.  So I				false

		7275						LN		261		13		false		           13     will sustain the objection.				false

		7276						LN		261		14		false		           14                        MS. DeLAPPE:  Thank you.				false

		7277						LN		261		15		false		           15  Q  (By Ms. DeLappe)  Ms. LaRue, are you aware that there				false

		7278						LN		261		16		false		           16     was a projected benefit obligation updating that number				false

		7279						LN		261		17		false		           17     that you testified about just a moment ago from				false

		7280						LN		261		18		false		           18     Mr. Kermode to over half a billion dollars?				false

		7281						LN		261		19		false		           19          You're not aware of that?				false

		7282						LN		261		20		false		           20  A  No.  Sorry.				false

		7283						LN		261		21		false		           21  Q  But you did testify that there's a negative equity at				false

		7284						LN		261		22		false		           22     PSP; you're just not aware of the magnitude of it?				false

		7285						LN		261		23		false		           23  A  If the unrecorded liabilities are included in their				false

		7286						LN		261		24		false		           24     financials, yes.				false

		7287						LN		261		25		false		           25  Q  And we just discussed that they are not.				false

		7288						PG		262		0		false		page 262				false

		7289						LN		262		1		false		            1          And you're not aware of the magnitude of that				false

		7290						LN		262		2		false		            2     unrecorded liability?				false

		7291						LN		262		3		false		            3  A  Not beyond what we've seen, no.				false

		7292						LN		262		4		false		            4                        MS. DeLAPPE:  I have no further				false

		7293						LN		262		5		false		            5     questions.  Thank you.				false

		7294						LN		262		6		false		            6                        THE WITNESS:  You're welcome.				false

		7295						LN		262		7		false		            7                        JUDGE FUKANO:  Thank you.				false

		7296						LN		262		8		false		            8                        THE WITNESS:  Thank you.				false

		7297						LN		262		9		false		            9                        JUDGE FUKANO:  Any redirect from the				false

		7298						LN		262		10		false		           10     company?				false

		7299						LN		262		11		false		           11                        MS. CARSON:  Yeah, just a few				false

		7300						LN		262		12		false		           12     questions.				false

		7301						LN		262		13		false		           13				false

		7302						LN		262		14		false		           14                       REDIRECT EXAMINATION				false

		7303						LN		262		15		false		           15     BY MS. CARSON:				false

		7304						LN		262		16		false		           16  Q  Ms. LaRue, I just wanted to confirm.  In your				false

		7305						LN		262		17		false		           17     testimony, are you proposing a return-on-equity				false

		7306						LN		262		18		false		           18     mechanism for the Puget Sound Pilots?				false

		7307						LN		262		19		false		           19  A  No.  We're proposing -- I'm proposing a operating				false

		7308						LN		262		20		false		           20     margin methodology consistent with other transportation				false

		7309						LN		262		21		false		           21     companies here, the Commission.				false

		7310						LN		262		22		false		           22  Q  And Ms. DeLappe showed you the Bench Exhibit 1, which				false

		7311						LN		262		23		false		           23     is a Lurito-Gallagher or the operating margin paper.				false

		7312						LN		262		24		false		           24     But it talks about the Lurito-Gallagher methodology.				false

		7313						LN		262		25		false		           25          Are you asking -- are we asking for a				false

		7314						PG		263		0		false		page 263				false

		7315						LN		263		1		false		            1     Lurito-Gallagher methodology operating expense here?				false

		7316						LN		263		2		false		            2  A  No.  The Lurito-Gallagher is mostly for asset-intensive				false

		7317						LN		263		3		false		            3     companies.  These -- this is not that.  We are asking				false

		7318						LN		263		4		false		            4     for an operating margin.				false

		7319						LN		263		5		false		            5                        MS. CARSON:  Thank you.  No further				false

		7320						LN		263		6		false		            6     questions.				false

		7321						LN		263		7		false		            7                        JUDGE FUKANO:  Any questions from				false

		7322						LN		263		8		false		            8     the bench for this witness?				false

		7323						LN		263		9		false		            9                        COMMISSIONER RENDAHL:  Yes, Your				false

		7324						LN		263		10		false		           10     Honor.  I have a question or two.				false

		7325						LN		263		11		false		           11          Ms. LaRue, good afternoon.				false

		7326						LN		263		12		false		           12                        THE WITNESS:  Good afternoon,				false

		7327						LN		263		13		false		           13     Commissioner Rendahl.				false

		7328						LN		263		14		false		           14                        COMMISSIONER RENDAHL:  So this				false

		7329						LN		263		15		false		           15     question goes to the issue of the transportation				false

		7330						LN		263		16		false		           16     charge.  I'm just trying to clarify some information				false

		7331						LN		263		17		false		           17     about that.				false

		7332						LN		263		18		false		           18          And this is your Exhibit AML-03 at Schedule 2.02,				false

		7333						LN		263		19		false		           19     the price-out.  And let me know when you are there.				false

		7334						LN		263		20		false		           20                        THE WITNESS:  I'm in AML-10.  Will				false

		7335						LN		263		21		false		           21     that work?				false

		7336						LN		263		22		false		           22          Did you say AML-03?				false

		7337						LN		263		23		false		           23                        COMMISSIONER RENDAHL:  I did.				false

		7338						LN		263		24		false		           24                        THE WITNESS:  Okay.  Let me get				false

		7339						LN		263		25		false		           25     there.				false

		7340						PG		264		0		false		page 264				false

		7341						LN		264		1		false		            1                        COMMISSIONER RENDAHL:  Should be				false

		7342						LN		264		2		false		            2     Schedule 2.02, but 10 will also work.				false

		7343						LN		264		3		false		            3                        THE WITNESS:  Yeah, I think 10 will				false

		7344						LN		264		4		false		            4     work.				false

		7345						LN		264		5		false		            5                        COMMISSIONER RENDAHL:  I think				false

		7346						LN		264		6		false		            6     that's --				false

		7347						LN		264		7		false		            7                        THE WITNESS:  I don't think I				false

		7348						LN		264		8		false		            8     changed it.				false

		7349						LN		264		9		false		            9                        COMMISSIONER RENDAHL:  -- more				false

		7350						LN		264		10		false		           10     up-to-date.  Okay.				false

		7351						LN		264		11		false		           11                        THE WITNESS:  Yes.				false

		7352						LN		264		12		false		           12                        COMMISSIONER RENDAHL:  I'm hoping				false

		7353						LN		264		13		false		           13     that the references to the cells are going to be				false

		7354						LN		264		14		false		           14     helpful here.				false

		7355						LN		264		15		false		           15          So for the Schedule 2.02.  2.02.				false

		7356						LN		264		16		false		           16                        THE WITNESS:  I'm there.				false

		7357						LN		264		17		false		           17                        COMMISSIONER RENDAHL:  Okay.  And				false

		7358						LN		264		18		false		           18     the cells I had for Schedule 2.02 were Cell 135 --				false

		7359						LN		264		19		false		           19     I35 -- excuse me -- I35 and Q35.				false

		7360						LN		264		20		false		           20                        THE WITNESS:  I35.  Okay.				false

		7361						LN		264		21		false		           21                        COMMISSIONER RENDAHL:  Okay.  And				false

		7362						LN		264		22		false		           22     they used -- they used 7,490 is the test year				false

		7363						LN		264		23		false		           23     occurrences.				false

		7364						LN		264		24		false		           24                        THE WITNESS:  Correct.				false

		7365						LN		264		25		false		           25                        COMMISSIONER RENDAHL:  And so --				false

		7366						PG		265		0		false		page 265				false

		7367						LN		265		1		false		            1     okay.  Now, also looking at Schedule 2.1 -- 2.11.  The				false

		7368						LN		265		2		false		            2     test year traffic.				false

		7369						LN		265		3		false		            3                        THE WITNESS:  Okay.				false

		7370						LN		265		4		false		            4                        COMMISSIONER RENDAHL:  That same				false

		7371						LN		265		5		false		            5     exhibit, it shows 7,588 occurrences.  So the number				false

		7372						LN		265		6		false		            6     from --				false

		7373						LN		265		7		false		            7                        JUDGE FUKANO:  Pardon me,				false

		7374						LN		265		8		false		            8     Commissioner Rendahl.  The court reporter is having				false

		7375						LN		265		9		false		            9     trouble hearing your questioning.				false

		7376						LN		265		10		false		           10                        COMMISSIONER RENDAHL:  Okay.  Is				false

		7377						LN		265		11		false		           11     this any better?				false

		7378						LN		265		12		false		           12                        JUDGE FUKANO:  Substantially.				false

		7379						LN		265		13		false		           13                        COMMISSIONER RENDAHL:  All right.				false

		7380						LN		265		14		false		           14     It helps to speak into the mike.				false

		7381						LN		265		15		false		           15          So Schedule 2.11, the test year traffic of the				false

		7382						LN		265		16		false		           16     same exhibit shows 7,588 occurrences.				false

		7383						LN		265		17		false		           17          The number 7,490 doesn't appear anywhere else in				false

		7384						LN		265		18		false		           18     the testimony or the exhibit.				false

		7385						LN		265		19		false		           19          What is the correct number here that we should be				false

		7386						LN		265		20		false		           20     looking at?				false

		7387						LN		265		21		false		           21                        THE WITNESS:  I'm not sure that the				false

		7388						LN		265		22		false		           22     7,490 isn't correct if there was assignments that				false

		7389						LN		265		23		false		           23     didn't have a separate transportation charge, but I'm				false

		7390						LN		265		24		false		           24     happy to look into that difference and provide the				false

		7391						LN		265		25		false		           25     information to you-all.				false

		7392						PG		266		0		false		page 266				false

		7393						LN		266		1		false		            1                        COMMISSIONER RENDAHL:  Okay.  So				false

		7394						LN		266		2		false		            2     that should be probably Bench Request 2.  For that we				false

		7395						LN		266		3		false		            3     will send out a question and get the clarification for				false

		7396						LN		266		4		false		            4     that.  So thank you.				false

		7397						LN		266		5		false		            5          I have other questions, but I'll defer to my				false

		7398						LN		266		6		false		            6     colleagues.  They may have some other questions.				false

		7399						LN		266		7		false		            7                        COMMISSIONER DOUMIT:  Thank you.  I				false

		7400						LN		266		8		false		            8     have a question.				false

		7401						LN		266		9		false		            9          Did you hear Captain Carlson's testimony responses				false

		7402						LN		266		10		false		           10     to some of the questions I had for him?				false

		7403						LN		266		11		false		           11                        THE WITNESS:  Yes, sir, I did.				false

		7404						LN		266		12		false		           12                        COMMISSIONER DOUMIT:  He was sort of				false

		7405						LN		266		13		false		           13     running out of steam, I think, and referred to you.				false

		7406						LN		266		14		false		           14          So looking at your rebuttal testimony, AML --				false

		7407						LN		266		15		false		           15     actually, he said his nerves were going, I think, to be				false

		7408						LN		266		16		false		           16     more accurate -- AML-09T.  And that's at Page 19,				false

		7409						LN		266		17		false		           17     Lines 4 through 20.  I'm trying to get this				false

		7410						LN		266		18		false		           18     distinction, comp day expense and callback days.				false

		7411						LN		266		19		false		           19                        THE WITNESS:  Mm-hmm.				false

		7412						LN		266		20		false		           20                        COMMISSIONER DOUMIT:  So can you				false

		7413						LN		266		21		false		           21     please clarify.  Is there a distinction between the				false

		7414						LN		266		22		false		           22     terms "callback days" and "comp day expense"?				false

		7415						LN		266		23		false		           23                        THE WITNESS:  Yes.				false

		7416						LN		266		24		false		           24                        COMMISSIONER DOUMIT:  Okay.  Can you				false

		7417						LN		266		25		false		           25     explain that to us, please.				false

		7418						PG		267		0		false		page 267				false

		7419						LN		267		1		false		            1                        THE WITNESS:  Yes.  I -- I hate to				false

		7420						LN		267		2		false		            2     speak for the pilots, but comp day expense -- so in the				false

		7421						LN		267		3		false		            3     order, in the first order, the Commission required that				false

		7422						LN		267		4		false		            4     the -- that PSP adopt full accrual accounting for their				false

		7423						LN		267		5		false		            5     comp day expenses.  So when they -- a comp day is when				false

		7424						LN		267		6		false		            6     a pilot is off watch, goes and works while they're off				false

		7425						LN		267		7		false		            7     watch, for whatever reason.  And the comp day expense				false

		7426						LN		267		8		false		            8     is the monetary value that they've placed on that.				false

		7427						LN		267		9		false		            9          In the original case, if I remember, there was				false

		7428						LN		267		10		false		           10     some discussion around this.  So this is how it's been				false

		7429						LN		267		11		false		           11     resolved to the Commission's satisfaction, is to record				false

		7430						LN		267		12		false		           12     the callback is when an off watch pilot goes to work,				false

		7431						LN		267		13		false		           13     and then the comp day expense is the related expense				false

		7432						LN		267		14		false		           14     related to that and then is released back into the				false

		7433						LN		267		15		false		           15     general pool once it's satisfied.				false

		7434						LN		267		16		false		           16                        COMMISSIONER DOUMIT:  Okay.  So are				false

		7435						LN		267		17		false		           17     there any other expenses, other than that callback, any				false

		7436						LN		267		18		false		           18     other expenses in that category of comp day expense				false

		7437						LN		267		19		false		           19     aside from --				false

		7438						LN		267		20		false		           20                        THE WITNESS:  No.				false

		7439						LN		267		21		false		           21                        COMMISSIONER DOUMIT:  That's it.				false

		7440						LN		267		22		false		           22     Okay.				false

		7441						LN		267		23		false		           23                        THE WITNESS:  That is the only				false

		7442						LN		267		24		false		           24     thing, yes.				false

		7443						LN		267		25		false		           25                        COMMISSIONER DOUMIT:  That's what I				false

		7444						PG		268		0		false		page 268				false

		7445						LN		268		1		false		            1     needed to know.  Thank you very much.  Thanks.				false

		7446						LN		268		2		false		            2                        THE WITNESS:  You're very welcome.				false

		7447						LN		268		3		false		            3                        CHAIR RYBARIK:  Just hoping you can				false

		7448						LN		268		4		false		            4     clarify something for me.				false

		7449						LN		268		5		false		            5                        THE WITNESS:  Sure.				false

		7450						LN		268		6		false		            6                        CHAIR RYBARIK:  You had a fairly				false

		7451						LN		268		7		false		            7     extensive discussion with counsel for PMSA regarding				false

		7452						LN		268		8		false		            8     the operating margin today.				false

		7453						LN		268		9		false		            9          Just to give an opportunity for clarification				false

		7454						LN		268		10		false		           10     here.  If the Commission were to adopt the operating				false

		7455						LN		268		11		false		           11     margin approach that you propose and the additional				false

		7456						LN		268		12		false		           12     revenue did exceed operating expenses for any year,				false

		7457						LN		268		13		false		           13     what would happen to that additional revenue?				false

		7458						LN		268		14		false		           14                        THE WITNESS:  As everything is set				false

		7459						LN		268		15		false		           15     up at PSP at this time, that money would be distributed				false

		7460						LN		268		16		false		           16     as DNI.  But as I mentioned, if the Commission is to				false

		7461						LN		268		17		false		           17     authorize an operating margin, PSP is willing to make				false

		7462						LN		268		18		false		           18     adjustments to accommodate how the Commission would				false

		7463						LN		268		19		false		           19     like to see those monies managed.				false

		7464						LN		268		20		false		           20                        CHAIR RYBARIK:  But under the				false

		7465						LN		268		21		false		           21     proposal as it stands in your testimony, that would be				false

		7466						LN		268		22		false		           22     distributed as DNI to the pilots?				false

		7467						LN		268		23		false		           23                        THE WITNESS:  Correct.  Even though				false

		7468						LN		268		24		false		           24     a 12 percent operating margin would have only gone to				false

		7469						LN		268		25		false		           25     expenses over the last four years, if they'd had one.				false

		7470						PG		269		0		false		page 269				false

		7471						LN		269		1		false		            1                        CHAIR RYBARIK:  Very good.  Thank				false

		7472						LN		269		2		false		            2     you.				false

		7473						LN		269		3		false		            3                        JUDGE FUKANO:  Anything further				false

		7474						LN		269		4		false		            4     from --				false

		7475						LN		269		5		false		            5                        COMMISSIONER RENDAHL:  Yes.  I have				false

		7476						LN		269		6		false		            6     an additional question.				false

		7477						LN		269		7		false		            7          So do you have staff witness Van Meter's response				false

		7478						LN		269		8		false		            8     testimony?				false

		7479						LN		269		9		false		            9                        THE WITNESS:  I can get it.				false

		7480						LN		269		10		false		           10                        COMMISSIONER RENDAHL:  Okay.  And I				false

		7481						LN		269		11		false		           11     believe that is -- let me look at my exhibit list.				false

		7482						LN		269		12		false		           12                        THE WITNESS:  In your cross				false

		7483						LN		269		13		false		           13     answering.  7T?				false

		7484						LN		269		14		false		           14                        COMMISSIONER RENDAHL:  That would be				false

		7485						LN		269		15		false		           15     it.  I believe it's 7T.  The response testimony.  I				false

		7486						LN		269		16		false		           16     believe it's at Page 18, starting at Line 16.  And this				false

		7487						LN		269		17		false		           17     has to do with the dispute about -- between your				false

		7488						LN		269		18		false		           18     testimony and witness Van Meter's testimony about				false

		7489						LN		269		19		false		           19     tariff language that might result in overcharging of				false

		7490						LN		269		20		false		           20     customers the pilot boat costs when customers are				false

		7491						LN		269		21		false		           21     charged directly for third-party launch service in				false

		7492						LN		269		22		false		           22     addition to the Port Angeles expense charge.				false

		7493						LN		269		23		false		           23                        THE WITNESS:  Mm-hmm.				false

		7494						LN		269		24		false		           24                        MS. CARSON:  Excuse me.				false

		7495						LN		269		25		false		           25                        COMMISSIONER RENDAHL:  Do you recall				false

		7496						PG		270		0		false		page 270				false

		7497						LN		270		1		false		            1     that?				false

		7498						LN		270		2		false		            2                        MS. CARSON:  Excuse me.  Could we				false

		7499						LN		270		3		false		            3     just verify whether it's response testimony or a cross				false

		7500						LN		270		4		false		            4     answering?				false

		7501						LN		270		5		false		            5                        COMMISSIONER RENDAHL:  It might be				false

		7502						LN		270		6		false		            6     initial -- it might be --				false

		7503						LN		270		7		false		            7                        MS. CARSON:  Response testimony				false

		7504						LN		270		8		false		            8     would be her initial 1T.				false

		7505						LN		270		9		false		            9                        COMMISSIONER RENDAHL:  Yes.  So that				false

		7506						LN		270		10		false		           10     would be 01T.				false

		7507						LN		270		11		false		           11                        MS. CARSON:  Okay.				false

		7508						LN		270		12		false		           12                        COMMISSIONER RENDAHL:  My apologies.				false

		7509						LN		270		13		false		           13                        THE WITNESS:  That's okay.				false

		7510						LN		270		14		false		           14                        COMMISSIONER RENDAHL:  At Page 18.				false

		7511						LN		270		15		false		           15                        THE WITNESS:  I should have it,				false

		7512						LN		270		16		false		           16     then, guys.  I found it, I think.				false

		7513						LN		270		17		false		           17                        COMMISSIONER RENDAHL:  TVM-01T, at				false

		7514						LN		270		18		false		           18     18.				false

		7515						LN		270		19		false		           19                        THE WITNESS:  Mm-hmm.				false

		7516						LN		270		20		false		           20                        COMMISSIONER RENDAHL:  Starting at				false

		7517						LN		270		21		false		           21     Line 16.  And this is about the difference of opinion				false

		7518						LN		270		22		false		           22     about whether the charge for the third-party launch				false

		7519						LN		270		23		false		           23     service in addition to the Port Angeles expense charge				false

		7520						LN		270		24		false		           24     would result in double charging essentially.				false

		7521						LN		270		25		false		           25                        THE WITNESS:  Yes.  Yes.				false

		7522						PG		271		0		false		page 271				false

		7523						LN		271		1		false		            1                        COMMISSIONER RENDAHL:  So can you				false

		7524						LN		271		2		false		            2     explain how there would be no duplication of charges to				false

		7525						LN		271		3		false		            3     customers when charged both for the Port Angeles				false

		7526						LN		271		4		false		            4     expense charge and for the third-party launch service.				false

		7527						LN		271		5		false		            5                        THE WITNESS:  Both would be charged				false

		7528						LN		271		6		false		            6     to the ratepayer.  But the reason is, the way that --				false

		7529						LN		271		7		false		            7     there's no way to anticipate when a pilot boat will go				false

		7530						LN		271		8		false		            8     down or when a third-party launch may be needed in Port				false

		7531						LN		271		9		false		            9     Angeles.  So we can't very well make an adjustment for				false

		7532						LN		271		10		false		           10     that.				false

		7533						LN		271		11		false		           11          So what we've done is take all of the embarkations				false

		7534						LN		271		12		false		           12     and disembarkations in Port Angeles and determined the				false

		7535						LN		271		13		false		           13     total expenses for Port Angeles, and this -- so we've				false

		7536						LN		271		14		false		           14     divided the total Port Angeles expenses by total				false

		7537						LN		271		15		false		           15     embarkations and disembarkations for the test year to				false

		7538						LN		271		16		false		           16     determine our rate.				false

		7539						LN		271		17		false		           17          Those expenses need to be recovered every time an				false

		7540						LN		271		18		false		           18     embarkation or disembarkation is done, is -- is --				false

		7541						LN		271		19		false		           19     occurs because that is how this rate is calculated to				false

		7542						LN		271		20		false		           20     recover those costs.				false

		7543						LN		271		21		false		           21          This is how the rate was originally created back				false

		7544						LN		271		22		false		           22     in the day, as I understand it.  We're just updating it				false

		7545						LN		271		23		false		           23     because it's currently underrecovering those costs.				false

		7546						LN		271		24		false		           24          The third-party launch issue.  Every port in				false

		7547						LN		271		25		false		           25     Washington that PSP serves, the third-party launch is				false

		7548						PG		272		0		false		page 272				false

		7549						LN		272		1		false		            1     invoiced directly to the ratepayer.  We -- and that is				false

		7550						LN		272		2		false		            2     how it was -- it was done in Port Angeles prior to UTC				false

		7551						LN		272		3		false		            3     regulation.  Third-party launch gets billed directly to				false

		7552						LN		272		4		false		            4     the ratepayer.  PSP does not get bills for third-party				false

		7553						LN		272		5		false		            5     launch.				false

		7554						LN		272		6		false		            6          In Port Angeles, they don't -- ratepayers don't				false

		7555						LN		272		7		false		            7     normally get third-party launch invoices because				false

		7556						LN		272		8		false		            8     there's pilot boats available at the pilot station.				false

		7557						LN		272		9		false		            9     But that is not always the case.  Things happen outside				false

		7558						LN		272		10		false		           10     our control.				false

		7559						LN		272		11		false		           11          PSP is simply asking that they continue to recover				false

		7560						LN		272		12		false		           12     their costs for every embarkation/disembarkation and				false

		7561						LN		272		13		false		           13     that the third-party launch service be billed directly				false

		7562						LN		272		14		false		           14     to the ratepayer just like in every other port, just				false

		7563						LN		272		15		false		           15     like it's always been done until recently.				false

		7564						LN		272		16		false		           16          So if we want to change the way the rate is set up				false

		7565						LN		272		17		false		           17     to recover those expenses, we would need to consider				false

		7566						LN		272		18		false		           18     that.  Otherwise, they would be underrecovering those				false

		7567						LN		272		19		false		           19     expenses by not charging that.				false

		7568						LN		272		20		false		           20                        COMMISSIONER RENDAHL:  Okay.  So but				false

		7569						LN		272		21		false		           21     part of what PSP is asking for in this case is to				false

		7570						LN		272		22		false		           22     specifically identify the PSP -- that the Port Angeles				false

		7571						LN		272		23		false		           23     expenses -- which include the cost of operating pilot				false

		7572						LN		272		24		false		           24     boats, correct?				false

		7573						LN		272		25		false		           25                        THE WITNESS:  Yes, that's one piece				false

		7574						PG		273		0		false		page 273				false

		7575						LN		273		1		false		            1     of it, yes.				false

		7576						LN		273		2		false		            2                        COMMISSIONER RENDAHL:  Right.				false

		7577						LN		273		3		false		            3     That's one piece of it.				false

		7578						LN		273		4		false		            4          So if a pilot boat is not operating, you don't				false

		7579						LN		273		5		false		            5     have those operating expenses for that pilot boat, so				false

		7580						LN		273		6		false		            6     that is the question, I think, of why this would not be				false

		7581						LN		273		7		false		            7     double recovering those operating expenses by				false

		7582						LN		273		8		false		            8     charging --				false

		7583						LN		273		9		false		            9                        THE WITNESS:  So PS- --				false

		7584						LN		273		10		false		           10                        COMMISSIONER RENDAHL:  --				false

		7585						LN		273		11		false		           11     additionally for the -- for the third-party launch.				false

		7586						LN		273		12		false		           12                        THE WITNESS:  Mm-hmm.  PSP only ever				false

		7587						LN		273		13		false		           13     operates one pilot boat at a time.  They have two for				false

		7588						LN		273		14		false		           14     redundancy.  So basically, like I said, the way we have				false

		7589						LN		273		15		false		           15     set it up, these expenses to be recovered over a				false

		7590						LN		273		16		false		           16     certain number of embarkations and dis- -- pilot				false

		7591						LN		273		17		false		           17     transfers, was what we can call them, so for every				false

		7592						LN		273		18		false		           18     pilot transfer, we need to recover $700 or whatever it				false

		7593						LN		273		19		false		           19     is to recover all of the expenses for Port Angeles,				false

		7594						LN		273		20		false		           20     which includes the station, the employee salaries, and				false

		7595						LN		273		21		false		           21     everything else.  It's all identified in the exhibit.				false

		7596						LN		273		22		false		           22          But those expenses still have to be recovered even				false

		7597						LN		273		23		false		           23     though a pilot boat isn't being used, because it's				false

		7598						LN		273		24		false		           24     still embar- -- embar- -- a pilot transfer.  So -- and				false

		7599						LN		273		25		false		           25     it's normal operating procedures at PSP to not be				false

		7600						PG		274		0		false		page 274				false

		7601						LN		274		1		false		            1     invoiced for third-party service.  The ratepayers				false

		7602						LN		274		2		false		            2     invoice for third-party services.				false

		7603						LN		274		3		false		            3          There was some issues previously.  That's part of				false

		7604						LN		274		4		false		            4     the why we wanted to change the update, the name of				false

		7605						LN		274		5		false		            5     this charge, to the Port Angeles expense charge from				false

		7606						LN		274		6		false		            6     the pilot boat charge, because it isn't specific to a				false

		7607						LN		274		7		false		            7     pilot boat.  It's just a single charge that is				false

		7608						LN		274		8		false		            8     recovering Port Angeles expenses, some of which are				false

		7609						LN		274		9		false		            9     pilot boat expenses, regardless of whether or not a				false

		7610						LN		274		10		false		           10     third-party launch is used.				false

		7611						LN		274		11		false		           11                        COMMISSIONER RENDAHL:  Thank you.  I				false

		7612						LN		274		12		false		           12     have no further questions, but my colleagues may have				false

		7613						LN		274		13		false		           13     other questions.				false

		7614						LN		274		14		false		           14                        CHAIR RYBARIK:  Got one more				false

		7615						LN		274		15		false		           15     question for you.  You might not want to dispense with				false

		7616						LN		274		16		false		           16     that Van Meter testimony just quite yet, though I don't				false

		7617						LN		274		17		false		           17     think you'll need it.  It relates to the portable pilot				false

		7618						LN		274		18		false		           18     unit purchases.				false

		7619						LN		274		19		false		           19                        THE WITNESS:  Okay.				false

		7620						LN		274		20		false		           20                        CHAIR RYBARIK:  So I don't think				false

		7621						LN		274		21		false		           21     we've gotten into this subject matter quite yet today.				false

		7622						LN		274		22		false		           22     But want to just kind of make sure I understand.  In				false

		7623						LN		274		23		false		           23     your rebuttal testimony -- this is 9T.				false

		7624						LN		274		24		false		           24                        THE WITNESS:  Mm-hmm.				false

		7625						LN		274		25		false		           25                        CHAIR RYBARIK:  AML-9T, Pages 35				false

		7626						PG		275		0		false		page 275				false

		7627						LN		275		1		false		            1     through 37.  You provide some feedback on staff's				false

		7628						LN		275		2		false		            2     proposed depreciation expense.				false

		7629						LN		275		3		false		            3          Can you just outline for me kind of what's the --				false

		7630						LN		275		4		false		            4     what's the dispute here regarding staff's adjustment,				false

		7631						LN		275		5		false		            5     meaning how their depreciation expense adjustment				false

		7632						LN		275		6		false		            6     relates to lease payments contained in other accounts.				false

		7633						LN		275		7		false		            7                        THE WITNESS:  Mm-hmm.				false

		7634						LN		275		8		false		            8                        MS. CARSON:  If I could just				false

		7635						LN		275		9		false		            9     interrupt for a moment.  We do have a settlement now on				false

		7636						LN		275		10		false		           10     the capital expenditures, and the PPUs are included in				false

		7637						LN		275		11		false		           11     that settlement.				false

		7638						LN		275		12		false		           12                        CHAIR RYBARIK:  I've got some				false

		7639						LN		275		13		false		           13     questions on that as well.  I recognize there's a				false

		7640						LN		275		14		false		           14     settlement panel, but I do want to get witness LaRue's				false

		7641						LN		275		15		false		           15     take on this specific issue just to make sure I				false

		7642						LN		275		16		false		           16     understand if there is any dispute remaining.				false

		7643						LN		275		17		false		           17                        MS. CARSON:  Okay.  And I guess my				false

		7644						LN		275		18		false		           18     only point is that technically the position is now the				false

		7645						LN		275		19		false		           19     settlement position, not the rebuttal position, for the				false

		7646						LN		275		20		false		           20     record, once there's a settlement.				false

		7647						LN		275		21		false		           21                        CHAIR RYBARIK:  My next questions				false

		7648						LN		275		22		false		           22     are going to make even more sense when we get there.				false

		7649						LN		275		23		false		           23                        THE WITNESS:  Okay.				false

		7650						LN		275		24		false		           24                        CHAIR RYBARIK:  So is there any				false

		7651						LN		275		25		false		           25     dispute at this point between staff's position on the				false

		7652						PG		276		0		false		page 276				false

		7653						LN		276		1		false		            1     depreciation expense and the lease payments?				false

		7654						LN		276		2		false		            2                        THE WITNESS:  Ms. Van Meter				false

		7655						LN		276		3		false		            3     disallowed the inclusion of the 2027 PPU expenses,				false

		7656						LN		276		4		false		            4     which meant purchasing of them, financing of them, the				false

		7657						LN		276		5		false		            5     depreciation of those.  But when the adjustment was				false

		7658						LN		276		6		false		            6     made, she removed all expenses related to PPUs, even				false

		7659						LN		276		7		false		            7     previously authorized expenses for the 2023 PPUs.  That				false

		7660						LN		276		8		false		            8     was my biggest dispute.				false

		7661						LN		276		9		false		            9          We -- we are including the 2027 PPUs in the				false

		7662						LN		276		10		false		           10     settlement, but that was my remaining issue, was that				false

		7663						LN		276		11		false		           11     the 531,000, I believe, about, for the 2023 PPU should				false

		7664						LN		276		12		false		           12     be fully recoverable for PSP.				false

		7665						LN		276		13		false		           13                        CHAIR RYBARIK:  And so good segue				false

		7666						LN		276		14		false		           14     into the next question, which was:  Does the inclusion				false

		7667						LN		276		15		false		           15     of the 2027 PPUs in the capital plan as part of the				false

		7668						LN		276		16		false		           16     settlement affect that position of PSP at all?				false

		7669						LN		276		17		false		           17                        THE WITNESS:  No.  Because since the				false

		7670						LN		276		18		false		           18     2023 PPU expense was authorized, these are not leases				false

		7671						LN		276		19		false		           19     anymore.  These -- in the first case, PPUs were handled				false

		7672						LN		276		20		false		           20     as leases, and that has stopped, so they are purchased.				false

		7673						LN		276		21		false		           21     And they should be allowed to fully recover the				false

		7674						LN		276		22		false		           22     expenses for the 2023 PPUs.  The 2027 PP- -- which will				false

		7675						LN		276		23		false		           23     be fully recovered next year.				false

		7676						LN		276		24		false		           24          The 2027 PPUs will be covered through the				false

		7677						LN		276		25		false		           25     surcharges in the settlement.  And so that's partly why				false

		7678						PG		277		0		false		page 277				false

		7679						LN		277		1		false		            1     we're in agreement of the 2027 PPUs coming out of the				false

		7680						LN		277		2		false		            2     case.				false

		7681						LN		277		3		false		            3                        CHAIR RYBARIK:  And then I think I				false

		7682						LN		277		4		false		            4     know the answer to this given that context, but you did				false

		7683						LN		277		5		false		            5     file some revisions on the adjustments.  It was P18r				false

		7684						LN		277		6		false		            6     and P24r in your rebuttal testimony.				false

		7685						LN		277		7		false		            7          Are any further adjustments needed considering the				false

		7686						LN		277		8		false		            8     settlement, or do those adjustments remain as they were				false

		7687						LN		277		9		false		            9     stated?				false

		7688						LN		277		10		false		           10                        THE WITNESS:  No, I think Ms. Van				false

		7689						LN		277		11		false		           11     Meter went from, you know, the beginning straight to				false

		7690						LN		277		12		false		           12     the end.  And I felt like she missed a few steps in				false

		7691						LN		277		13		false		           13     between.  Adjusting test year amounts is what's normal,				false

		7692						LN		277		14		false		           14     and I just wanted to make that clear since we weren't				false

		7693						LN		277		15		false		           15     disputing the entire adjustment and just part of it.				false

		7694						LN		277		16		false		           16     So that's -- I wanted to make sure that the adjustments				false

		7695						LN		277		17		false		           17     were clear in what we were doing.  No further				false

		7696						LN		277		18		false		           18     adjustments should be needed.				false

		7697						LN		277		19		false		           19                        CHAIR RYBARIK:  Post-settlement, no				false

		7698						LN		277		20		false		           20     adjustments are needed to those?				false

		7699						LN		277		21		false		           21                        THE WITNESS:  Correct.				false

		7700						LN		277		22		false		           22                        CHAIR RYBARIK:  Very good.  Thank				false

		7701						LN		277		23		false		           23     you.				false

		7702						LN		277		24		false		           24                        JUDGE FUKANO:  Any further questions				false

		7703						LN		277		25		false		           25     from the bench for this witness?				false

		7704						PG		278		0		false		page 278				false

		7705						LN		278		1		false		            1          Thank you.				false

		7706						LN		278		2		false		            2                        COMMISSIONER RENDAHL:  No.				false

		7707						LN		278		3		false		            3                        JUDGE FUKANO:  You are excused.				false

		7708						LN		278		4		false		            4                               (Witness excused.)				false

		7709						LN		278		5		false		            5				false

		7710						LN		278		6		false		            6                        JUDGE FUKANO:  Our next witness				false

		7711						LN		278		7		false		            7     would be Captain Klapperich.  But I see that the				false

		7712						LN		278		8		false		            8     estimated cross for this witness is about an hour, and				false

		7713						LN		278		9		false		            9     we are currently at 4:45.  So this appears to be a				false

		7714						LN		278		10		false		           10     reasonable place to pause and adjourn for today.				false

		7715						LN		278		11		false		           11          Are there any other matters that we should address				false

		7716						LN		278		12		false		           12     from any of the parties before we adjourn today?				false

		7717						LN		278		13		false		           13          And for the record, I know that there were several				false

		7718						LN		278		14		false		           14     exhibits that were reserved on for purpose of ruling at				false

		7719						LN		278		15		false		           15     the time that they were at the beginning of today's				false

		7720						LN		278		16		false		           16     hearing.  I understand that they have been referred to				false

		7721						LN		278		17		false		           17     in the course of cross-examination, but I did not hear				false

		7722						LN		278		18		false		           18     any motion to admit those exhibits, and I wanted to				false

		7723						LN		278		19		false		           19     clarify that is the understanding of all parties.				false

		7724						LN		278		20		false		           20                        MS. DeLAPPE:  That they are				false

		7725						LN		278		21		false		           21     admitted -- I'm so sorry.  So I apologize for missing				false

		7726						LN		278		22		false		           22     that step.  But my understanding is that, of all the				false

		7727						LN		278		23		false		           23     exhibits that were objected to, the two that were				false

		7728						LN		278		24		false		           24     deemed excluded on objections were IC-41 and IC-43 at				false

		7729						LN		278		25		false		           25     the end of the day, with the rest deemed admitted.				false

		7730						PG		279		0		false		page 279				false

		7731						LN		279		1		false		            1                        MS. CARSON:  If I might respond to				false

		7732						LN		279		2		false		            2     that.  That is not our interpretation of it.  They were				false

		7733						LN		279		3		false		            3     never asked to be admitted into the record.  They were				false

		7734						LN		279		4		false		            4     referred to, but that doesn't make them admissible into				false

		7735						LN		279		5		false		            5     the record.  So I think that's an important step.				false

		7736						LN		279		6		false		            6                        JUDGE FUKANO:  That was also my				false

		7737						LN		279		7		false		            7     understanding at this point, that there was no motion,				false

		7738						LN		279		8		false		            8     that they were referred to for purpose of illustration,				false

		7739						LN		279		9		false		            9     so I wanted to offer an opportunity to clarify that.				false

		7740						LN		279		10		false		           10                        MS. DeLAPPE:  Thank you.				false

		7741						LN		279		11		false		           11          I would at this time like to make a motion, then,				false

		7742						LN		279		12		false		           12     to admit Exhibit 40X and -- excuse me.  Let me look at				false

		7743						LN		279		13		false		           13     the full list.  And I apologize.  I'm often practicing				false

		7744						LN		279		14		false		           14     before another State agency where the procedures are a				false

		7745						LN		279		15		false		           15     little different.				false

		7746						LN		279		16		false		           16          So Exhibit 40X, Exhibit AML-23X, Exhibit 24 --				false

		7747						LN		279		17		false		           17     AML-24X, Exhibit AML-25X, and Exhibit --				false

		7748						LN		279		18		false		           18     Exhibits AML-26X and AML-27X, as I laid foundation for				false

		7749						LN		279		19		false		           19     each of those with the witnesses, and their testimony				false

		7750						LN		279		20		false		           20     about those exhibits are now in the transcript.				false

		7751						LN		279		21		false		           21                        JUDGE FUKANO:  And response from				false

		7752						LN		279		22		false		           22     PSP?				false

		7753						LN		279		23		false		           23                        MS. CARSON:  We renew our				false

		7754						LN		279		24		false		           24     objections.  The fact that they were referred to does				false

		7755						LN		279		25		false		           25     not mean that she established foundation for them.  And				false

		7756						PG		280		0		false		page 280				false

		7757						LN		280		1		false		            1     at this point in time it's -- seems late to try to				false

		7758						LN		280		2		false		            2     reargue these.  I mean, we can go back and have the				false

		7759						LN		280		3		false		            3     argument again, but the time to do that was when the				false

		7760						LN		280		4		false		            4     witness was on the stand.				false

		7761						LN		280		5		false		            5                        JUDGE FUKANO:  I think since we are				false

		7762						LN		280		6		false		            6     addressing it now, it's reasonable to address the				false

		7763						LN		280		7		false		            7     remaining exhibits.  I do agree that two of the				false

		7764						LN		280		8		false		            8     exhibits were rejected in their use at the time, but				false

		7765						LN		280		9		false		            9     let's proceed with the individual exhibits.				false

		7766						LN		280		10		false		           10          I believe IC-41X and IC-30 -- 43X were -- had				false

		7767						LN		280		11		false		           11     sustained objections to their use, so those will be				false

		7768						LN		280		12		false		           12     deemed excluded.				false

		7769						LN		280		13		false		           13                               (Exhibit Nos. IC-41X and				false

		7770						LN		280		14		false		           14                                IC-43X rejected.)				false

		7771						LN		280		15		false		           15				false

		7772						LN		280		16		false		           16                        JUDGE FUKANO:  Regarding IC-40X, I				false

		7773						LN		280		17		false		           17     believe that the witness did discuss the fact that he				false

		7774						LN		280		18		false		           18     reviewed the data request and was able to adequately				false

		7775						LN		280		19		false		           19     explain the calculations, so I will admit IC-40X to the				false

		7776						LN		280		20		false		           20     record.				false

		7777						LN		280		21		false		           21                               (Exhibit No. IC-40X				false

		7778						LN		280		22		false		           22                                admitted.)				false

		7779						LN		280		23		false		           23				false

		7780						LN		280		24		false		           24                        JUDGE FUKANO:  For -- turning to				false

		7781						LN		280		25		false		           25     AML-23X, this was testimony from staff Witness				false

		7782						PG		281		0		false		page 281				false

		7783						LN		281		1		false		            1     Ms. Kermode.  I do believe that there was an objection				false

		7784						LN		281		2		false		            2     during this reference or to further questioning.  So I				false

		7785						LN		281		3		false		            3     will sustain the objection to the statements that were				false

		7786						LN		281		4		false		            4     made or to the -- to the admission of this exhibit.				false

		7787						LN		281		5		false		            5                        MS. DeLAPPE:  May I just interject				false

		7788						LN		281		6		false		            6     on that.  This exhibit was referred to in two -- sorry.				false

		7789						LN		281		7		false		            7                        JUDGE FUKANO:  Ah.				false

		7790						LN		281		8		false		            8                        MS. DeLAPPE:  It's a lot to do at				false

		7791						LN		281		9		false		            9     once.				false

		7792						LN		281		10		false		           10          This exhibit was used in two places.  And while I				false

		7793						LN		281		11		false		           11     agree that there was an objection in the second place				false

		7794						LN		281		12		false		           12     with respect to the amount of unfunded retirement				false

		7795						LN		281		13		false		           13     obligations, it was also discussed with the witness				false

		7796						LN		281		14		false		           14     with respect to the negative equity balance that PSP				false

		7797						LN		281		15		false		           15     has.				false

		7798						LN		281		16		false		           16                        JUDGE FUKANO:  And do you have				false

		7799						LN		281		17		false		           17     citations to where the witness's testimony refers to				false

		7800						LN		281		18		false		           18     this material?				false

		7801						LN		281		19		false		           19                        MS. DeLAPPE:  Yes.				false

		7802						LN		281		20		false		           20          So that was -- the citation was -- let's see.  The				false

		7803						LN		281		21		false		           21     page number.  Let's see.  23X.  It was with regards to				false

		7804						LN		281		22		false		           22     the equity.  And I'll have to pull -- I just closed my				false

		7805						LN		281		23		false		           23     exhibit, so I'll have to pull that up, but it should				false

		7806						LN		281		24		false		           24     just take me a moment, because I highlighted the				false

		7807						LN		281		25		false		           25     relevant passage.				false

		7808						PG		282		0		false		page 282				false

		7809						LN		282		1		false		            1                        MR. STARKEY:  Your Honor, if we can				false

		7810						LN		282		2		false		            2     make a point in terms of our objection here.  I think				false

		7811						LN		282		3		false		            3     the objection is that it's being used in particular to				false

		7812						LN		282		4		false		            4     establish the amount in question here.  That's what was				false

		7813						LN		282		5		false		            5     objected to, is that witness -- the witnesses that were				false

		7814						LN		282		6		false		            6     questioned did not have the background.  They didn't				false

		7815						LN		282		7		false		            7     have the data behind it.  And that's what they're				false

		7816						LN		282		8		false		            8     trying to get it in for.				false

		7817						LN		282		9		false		            9          I think using it for just referencing it is				false

		7818						LN		282		10		false		           10     different than establishing foundation, which we don't				false

		7819						LN		282		11		false		           11     believe was done.				false

		7820						LN		282		12		false		           12                        MS. DeLAPPE:  Exhibit AML-23X,				false

		7821						LN		282		13		false		           13     Page 11 of the exhibit numbering, which we clarified				false

		7822						LN		282		14		false		           14     during testimony was Page 8 of the original Exhibit				false

		7823						LN		282		15		false		           15     DPK-1T numbering that discussed at Lines 14 through 18				false

		7824						LN		282		16		false		           16     the current balance of PSP's equity account being				false

		7825						LN		282		17		false		           17     negative and the absence of positive equity balance.				false

		7826						LN		282		18		false		           18                        JUDGE FUKANO:  And do you have the				false

		7827						LN		282		19		false		           19     citations -- you said that the witness LaRue referred				false

		7828						LN		282		20		false		           20     to this material in her testimony?				false

		7829						LN		282		21		false		           21                        MS. DeLAPPE:  I'm sorry.  I'm saying				false

		7830						LN		282		22		false		           22     that Ms. LaRue did discuss equity as we established in				false

		7831						LN		282		23		false		           23     our cross-examination with respect to Bench Request --				false

		7832						LN		282		24		false		           24     Bench Exhibit 1, and she agreed with the statements				false

		7833						LN		282		25		false		           25     that Mr. Kermode made in this exhibit at Lines 14 and				false

		7834						PG		283		0		false		page 283				false

		7835						LN		283		1		false		            1     the second statement starts at Line 16 of Page 11 of				false

		7836						LN		283		2		false		            2     this exhibit.				false

		7837						LN		283		3		false		            3                        MR. STARKEY:  We would object to the				false

		7838						LN		283		4		false		            4     characterization that she agreed with it.  I think she				false

		7839						LN		283		5		false		            5     agreed that the words were there.  But I don't think				false

		7840						LN		283		6		false		            6     she agreed.				false

		7841						LN		283		7		false		            7                        MS. DeLAPPE:  I would let the				false

		7842						LN		283		8		false		            8     transcript speak for itself on that.				false

		7843						LN		283		9		false		            9                        JUDGE FUKANO:  My recollection is				false

		7844						LN		283		10		false		           10     that the witness did agree about the negative equity				false

		7845						LN		283		11		false		           11     balances on the adjusted -- regulatory adjusted				false

		7846						LN		283		12		false		           12     accounts for PSP.  And so that does appear to be within				false

		7847						LN		283		13		false		           13     the witness's scope of testimony, and I will admit				false

		7848						LN		283		14		false		           14     AML-23X but acknowledge PSP's objection that, you know,				false

		7849						LN		283		15		false		           15     the relative weight to the numbers will be afforded the				false

		7850						LN		283		16		false		           16     weight it is due based on the foundation that has been				false

		7851						LN		283		17		false		           17     laid on this record.				false

		7852						LN		283		18		false		           18                               (Exhibit No. AML-23X				false

		7853						LN		283		19		false		           19                                admitted.)				false

		7854						LN		283		20		false		           20				false

		7855						LN		283		21		false		           21                        JUDGE FUKANO:  Turning to AML-24X.				false

		7856						LN		283		22		false		           22     I don't recall.  Was this referred to in cross with				false

		7857						LN		283		23		false		           23     this witness?				false

		7858						LN		283		24		false		           24                        MS. DeLAPPE:  It was with respect				false

		7859						LN		283		25		false		           25     to -- my recollection is that it was.  It should have				false

		7860						PG		284		0		false		page 284				false

		7861						LN		284		1		false		            1     been.  I think I might have accidentally missed it.  So				false

		7862						LN		284		2		false		            2     I will have to cede this one.  Thank you.				false

		7863						LN		284		3		false		            3                        JUDGE FUKANO:  And this one will not				false

		7864						LN		284		4		false		            4     be admitted to the record, so that one is rejected.				false

		7865						LN		284		5		false		            5                               (Exhibit No. AML-24X				false

		7866						LN		284		6		false		            6                                rejected.)				false

		7867						LN		284		7		false		            7				false

		7868						LN		284		8		false		            8                        JUDGE FUKANO:  Turning to AML-25X.				false

		7869						LN		284		9		false		            9     There was an objection to this reference at the time				false

		7870						LN		284		10		false		           10     that it was used, that I believe was sustained.  So I				false

		7871						LN		284		11		false		           11     will maintain that rejection at this time.				false

		7872						LN		284		12		false		           12          Now to AML-26X.  I believe this one was also				false

		7873						LN		284		13		false		           13     objected to.  Am I correct in that recollection?				false

		7874						LN		284		14		false		           14                        MR. STARKEY:  And, Your Honor, I				false

		7875						LN		284		15		false		           15     believe -- and I apologize.  I think I mistook argument				false

		7876						LN		284		16		false		           16     on 23 with 26.  So I do apologize on that.				false

		7877						LN		284		17		false		           17          But I think that our objection still stands for				false

		7878						LN		284		18		false		           18     26, which dealt with an actuarial accountant here, and				false

		7879						LN		284		19		false		           19     Ms. LaRue is not an actuary, and it is outside the				false

		7880						LN		284		20		false		           20     scope of her direct and rebuttal.				false

		7881						LN		284		21		false		           21                        JUDGE FUKANO:  And any response from				false

		7882						LN		284		22		false		           22     PMSA?				false

		7883						LN		284		23		false		           23                        MS. DeLAPPE:  I apologize.  I'm a				false

		7884						LN		284		24		false		           24     little -- I'm a little confused about which exhibit				false

		7885						LN		284		25		false		           25     we're on now.  Sorry.				false

		7886						PG		285		0		false		page 285				false

		7887						LN		285		1		false		            1                        JUDGE FUKANO:  I believe we're				false

		7888						LN		285		2		false		            2     referring to AML-26X.				false

		7889						LN		285		3		false		            3                        MS. DeLAPPE:  So, yes, the testimony				false

		7890						LN		285		4		false		            4     of Mr. Wood.  That does -- that's fine.  I understand				false

		7891						LN		285		5		false		            5     that that was objected to.				false

		7892						LN		285		6		false		            6                        JUDGE FUKANO:  Very good.  And that				false

		7893						LN		285		7		false		            7     will also be rejected.				false

		7894						LN		285		8		false		            8                               (Exhibit No. AML-26X				false

		7895						LN		285		9		false		            9                                rejected.)				false

		7896						LN		285		10		false		           10				false

		7897						LN		285		11		false		           11                        JUDGE FUKANO:  And I suppose just to				false

		7898						LN		285		12		false		           12     clarify the record on my prior question, referring to				false

		7899						LN		285		13		false		           13     AML-25X, I believe that was also objected to at the				false

		7900						LN		285		14		false		           14     time it was used?				false

		7901						LN		285		15		false		           15                        MS. DeLAPPE:  I do not believe it				false

		7902						LN		285		16		false		           16     was.  And we discussed three long-form financial				false

		7903						LN		285		17		false		           17     exhibits.  That was the -- and foundation was				false

		7904						LN		285		18		false		           18     thoroughly laid that she is familiar with Ms. Norris's				false

		7905						LN		285		19		false		           19     work for the financial statements, and it was not used				false

		7906						LN		285		20		false		           20     for any purpose except for comparing a specific				false

		7907						LN		285		21		false		           21     statement that was in all three.				false

		7908						LN		285		22		false		           22                        JUDGE FUKANO:  Okay.  I apologize.				false

		7909						LN		285		23		false		           23     I believe I may have mixed up 25X and 26X in my				false

		7910						LN		285		24		false		           24     recollection, so...				false

		7911						LN		285		25		false		           25                        MS. DeLAPPE:  Understood.				false

		7912						PG		286		0		false		page 286				false

		7913						LN		286		1		false		            1                        JUDGE FUKANO:  One moment, please.				false

		7914						LN		286		2		false		            2                        MR. STARKEY:  We would agree with				false

		7915						LN		286		3		false		            3     that characterization, Your Honor.				false

		7916						LN		286		4		false		            4                        JUDGE FUKANO:  In which case 25X				false

		7917						LN		286		5		false		            5     will be deemed admitted, subject to weight based on the				false

		7918						LN		286		6		false		            6     foundation.				false

		7919						LN		286		7		false		            7                               (Exhibit No. AML-25X				false

		7920						LN		286		8		false		            8                                admitted.)				false

		7921						LN		286		9		false		            9				false

		7922						LN		286		10		false		           10                        JUDGE FUKANO:  And apologies for the				false

		7923						LN		286		11		false		           11     confusion, but I'm glad we're able to clarify this now.				false

		7924						LN		286		12		false		           12          And then last is AML-27X.				false

		7925						LN		286		13		false		           13                        MS. DeLAPPE:  And that was the				false

		7926						LN		286		14		false		           14     presentation that was for Ms. Norris.				false

		7927						LN		286		15		false		           15                        JUDGE FUKANO:  And any response from				false

		7928						LN		286		16		false		           16     PSP?				false

		7929						LN		286		17		false		           17                        MR. STARKEY:  I think there was a				false

		7930						LN		286		18		false		           18     very limited Q&A on it.  To the extent it's admitted,				false

		7931						LN		286		19		false		           19     we would ask that it be admitted on that limited				false

		7932						LN		286		20		false		           20     purpose.  But I don't believe there was an objection to				false
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          12   RLS-1T       Prefiled Direct Testimony      60

                            of R. Lane Sisung.

          13

               RLS-2        Professional                   60

          14                Qualifications of R. Lane

                            Sisung.

          15

               RLS-3        United Professionals           60

          16                Company, LLC, Regulatory

                            Proceeding CV.

          17

               RLS-4        Compensation Study of          60

          18   RLS-R-App-C  Regulated Pilots in the

                            United States Prepared by

          19                United Professionals

                            Company, LLC.

          20

               RLS-5T       Prefiled Rebuttal              60

          21                Testimony of R. Lane

                            Sisung.

          22



          23



          24



          25
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           1          PUGET SOUND PILOTS EXHIBIT INDEX (Continuing)



           2      EXHIBIT   DESCRIPTION                  ADMIT  REJECT



           3   RLS-6        Updated Appendix C to the      60

                            Compensation Study of

           4                Regulated Pilots in the

                            United States Prepared by

           5                United Professionals

                            Company, LLC, (Exh.

           6                RLS-04 and Exh. RLS-04-C)

                            to Incorporate Updated

           7                Information.



           8   RLS-7        Excerpted Pages of 2024        60

                            Annual Report and

           9                Consolidated Financial

                            Statements as of December

          10                31, 2024, for the

                            Associated Branch Pilots

          11                of the Port of New

                            Orleans.

          12

               RLS-8        Excerpted Pages of the         60

          13                2024 Annual Report and

                            Financial Statements as

          14                of December 31, 2024, for

                            the Crescent River Port

          15                Pilots' Association.



          16   RLS-9        Excerpted Pages of the         60

                            2024 Annual Report and

          17                Financial Statements as

                            of December 31, 2024, for

          18                the New Orleans – Baton

                            Rouge Steamship Pilots

          19                Association.



          20   RLS-10       Excerpted Pages of the         60

                            Financial Statements as

          21                of December 31, 2024, for

                            the Lake Charles Pilots.

          22



          23



          24



          25
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           1          PUGET SOUND PILOTS EXHIBIT INDEX (Continuing)



           2      EXHIBIT   DESCRIPTION                  ADMIT  REJECT



           3   RLS-11       Excerpted Pages of the         60

                            Pilotage Rate Review

           4                Committee Report of the

                            Florida Board of Pilotage

           5                Commissioners dated

                            January 13, 2025, and

           6                Financial Statements as

                            of December 31, 2021, for

           7                the Key West Pilots.



           8   RLS-12       Chow Test (Structural          60

                            Break) – Fully Auditable

           9                Workbook in Native Excel

                            Format.

          10

               RLS-13       Post Recovery Observed         60

          11                Range 2023-2025 in Native

                            Excel Format.

          12

               RLS-14       Tampa Port Authority, et       60

          13                al., Petitioners vs.

                            Pilotage Rate Review

          14                Committee and Tampa Bay

                            Pilots Association,

          15                Respondents, FL DOAH

                            Case No. 23-3937, August

          16                2024 (the "Cohen FL

                            Report") produced in

          17                PMSA's response to PSP

                            Data Request No. 18.

          18

               RLS-15       Combined Transcripts of        60

          19                Deposition of Dr. Stephen

                            Cohen in Florida DOAH

          20                Case No. 23-3937 produced

                            in PMSA's response to PSP

          21                Data Request No. 18.



          22   RLS-16T      (Struck per Order 04.)                 X

               Struck per

          23   Order 04



          24   RLS-17       (Struck per Order 04.)                 X

               Struck per

          25   Order 04
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           1          PUGET SOUND PILOTS EXHIBIT INDEX (Continuing)



           2      EXHIBIT   DESCRIPTION                  ADMIT  REJECT



           3   RLS-18       (Struck per Order 04.)                 X

               Struck per

           4   Order 04



           5   RLS-19       (Struck per Order 04.)                 X

               Struck per

           6   Order 04



           7   RLS-20       (Struck per Order 04.)                 X

               Struck per

           8   Order 04



           9   RLS-21       (Struck per Order 04.)                 X

               Struck per

          10   Order 04



          11   ** Cross-Examination Exhibits **



          12   RLS-22X      PSP Responses to PMSA DR       60

                            Nos. 103, 106, 107, 108,

          13                109, 110, 111, 112, 113,

                            114.

          14

               ** Walter S. Tabler **

          15

               WST-1T       Prefiled Rebuttal              60

          16                Testimony of Walter S.

                            Tabler.

          17

               WST-2        Memorandum and Agreement       60

          18                Between the Puget Sound

                            Steamship Operators

          19                Association, Inc., and

                            the Port Angeles Pilots

          20                on Pension Expenses (Dec.

                            5, 1983).

          21

               WST-3        1982 Port Angeles Pilots       60

          22                Association Pension

                            Program.

          23

               WST-4        December 10/11/1987 Board      60

          24                of Pilotage Commissioners

                            Meeting Minutes.

          25
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           1          PUGET SOUND PILOTS EXHIBIT INDEX (Continuing)



           2      EXHIBIT   DESCRIPTION                  ADMIT  REJECT



           3   WST-5        Memorandum of                  60

                            Understanding for

           4                The Puget Sound Pilotage

                            District between Arco

           5                Marine, Inc., Puget Sound

                            Pilots and Puget Sound

           6                Steamship Operators

                            Association, Inc. (Apr.

           7                10, 1996).



           8   WST-6        Joint Proposal and MOU         60

                            for Tariff Adjustments,

           9                Puget Sound Pilotage

                            District (May 10, 2001).

          10

               WST-7        May 10, 2001 Board of          60

          11                Pilotage Commissioners

                            Meeting Minutes.

          12

               WST-8        May 11, 2006 Board of          60

          13                Pilotage Commissioners

                            Meeting Minutes.

          14

               WST-9        March 13, 1975, Board of       60

          15                Pilotage Commissioners

                            Tariff.

          16

               WST-10       November 22, 2004, Puget       60

          17                Sound Steamship Operators

                            Association Letter.

          18

               ** Jorge J. Viso **

          19

               JJV-1T       Prefiled Rebuttal              60

          20                Testimony of Jorge J.

                            Viso.

          21

               JJV-2        Jorge J. Viso Biography.       60

          22

               JJV-3        List of APA-Member Pilot       60

          23                Associations.



          24   JJV-4        List of Pilotage               60

                            Observations.

          25
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           1          PUGET SOUND PILOTS EXHIBIT INDEX (Continuing)



           2      EXHIBIT   DESCRIPTION                  ADMIT  REJECT



           3   JJV-5        NTSB Marine Investigation      60

                            Report MIR-25-40,

           4                November 18, 2025.



           5   JJV-6        ClassNK Register entry         60

                            for Evergreen M-class

           6                vessel Ever Mach.



           7   JJV-7        Interim Stipulation for        60

                            Value, U.S. District

           8                Court, District of

                            Maryland, Case

           9                1:24-cv-00941-JKB, April

                            1, 2024.

          10

               JJV-8        Maryland Matters,              60

          11                November 17, 2025.



          12   JJV-9        Pilot's Report of Marine       60

                            Safety Occurrence (MSO),

          13                August 20, 2025.



          14



          15



          16                  COMMISSION STAFF EXHIBIT INDEX



          17      EXHIBIT   DESCRIPTION                  ADMIT  REJECT



          18   ** Scott Sevall **



          19   SS-1Trr      2nd Revised Testimony of       60

                            Scott Sevall.

          20

               SS-2r        Revised Revenue                60

          21                Requirement.



          22   SS-3         Historical Average             60

                            Assignment Model.

          23

               SS-4r        Revised Rate Design            60

          24                Model.



          25
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           1           COMMISSION STAFF EXHIBIT INDEX (Continuing)



           2      EXHIBIT   DESCRIPTION                  ADMIT  REJECT



           3   SS-5r        Revised TDNI/DNI Salary        60

                            Survey Analysis.

           4

               SS-6         NRTA Pension                   60

           5                Contributions.



           6   SS-7         BPC Summary – Number of        60

                            Pilots.

           7

               SS-8Trr      2nd Revised Cross-             60

           8                Answering Testimony of

                            Scott Sevall.

           9

               SS-9rr       3rd Revised Revenue            60

          10                Requirement.



          11   SS-10rr      3rd Revised Rate Design.       60



          12   SS-11        (Struck per Order 04.)                 X

               Struck per

          13   Order 04



          14   SS-12        Revised Target                 60

                            Assignment.

          15

               SS-13        (Struck per Order 04.)                 X

          16   Struck per

               Order 04

          17

               ** Cross-Examination Exhibits **

          18

               SS-14X       Staff's Response to PSP's      60

          19                DR 29.



          20   SS-15X       Staff Response to PSP DR       60

                            No. 29.

          21

               SS-16X       Staff Response to PMSA DR      60

          22                Nos. 1-23.



          23   ** Tiffany Van Meter **



          24   TVM-1T       Testimony of Tiffany Van       60

                            Meter.

          25
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           1           COMMISSION STAFF EXHIBIT INDEX (Continuing)



           2      EXHIBIT   DESCRIPTION                  ADMIT  REJECT



           3   TVM-2        Staff's Transportation         60

                            Analysis.

           4

               TVM-3        Puget Sound Pilots             60

           5                Response to Staff DR

                            No. 7.

           6

               TVM-4C       Invoice – Seda Markarova,      60

           7                LLC, to Puget Sound

                            Pilots.

           8

               TVM-5        Invoice – Fife Maritime,       60

           9                Inc., to Puget Sound

                            Pilots.

          10

               TVM-6        Invoice – PerryCook            60

          11                Flight Services, LLC, to

                            Puget Sound Pilots.

          12

               TVM-7T       Cross-Answering Testimony      60

          13                of Tiffany Van Meter.



          14   TVM-8        CPI Inflation                  60

                            Calculation.

          15

               ** Cross-Examination Exhibits **

          16

               TVM-9X       PSP Responses to PMSA DR       60

          17                No. 3 and attachments.



          18   TVM-10X      Staff Response to PMSA DR      60

                            Nos. 24-33 and attachment

          19                to No. 33.



          20



          21



          22



          23



          24



          25
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           1              PACIFIC MERCHANT SHIPPING ASSOCIATION

                                      EXHIBIT INDEX

           2

                  EXHIBIT   DESCRIPTION                  ADMIT  REJECT

           3

               ** Captain Michael Moore **

           4

               MM-1Tr       Revised Testimony of           60

           5   [Revision    Captain Michael Moore.

               to page

           6   216 not

               Granted]

           7

               MM-2         Capt. Michael Moore            60

           8                Curriculum Vitae.



           9   MM-3         Revenue Requirement            60

                            Comparisons 2021-2024.

          10

               MM-4         PSP Response to PMSA Data      60

          11                Request No. 45.



          12   MM-5         PSP Response to PMSA Data      60

                            Request No. 98.

          13

               MM-6         PSP Operating Expenses         60

          14                vs. Total Revenues.



          15   MM-7         PSP 2024 Audited               60

                            Long-Form Financial.

          16

               MM-8         PSP 2023 Audited               60

          17                Long-Form Financial.



          18   MM-9         Puget Sound Pilot Bylaws       60

                            Revised November.

          19

               MM-10        PSP Response to PMSA Data      60

          20                Request No. 102.



          21   MM-11        BPC Examination Results        60

                            Worksheet.

          22

               MM-12        US BLS Occupational            60

          23                Employment and Wages,

                            Washington State, May

          24                2021, SOC 53-5021

                            "Captains, Mates, and

          25                Pilots of Water Vessels."
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           1              PACIFIC MERCHANT SHIPPING ASSOCIATION

                                EXHIBIT INDEX (Continuing)

           2

                  EXHIBIT   DESCRIPTION                  ADMIT  REJECT

           3

               MM-13        US BLS Occupational            60

           4                Employment and Wages,

                            Washington State, May

           5                2024, SOC 53-5021

                            "Captains, Mates, and

           6                Pilots of Water Vessels."



           7   MM-14        BLS 90th Percentile:  PSP      60

                            DNI Ratios.

           8

               MM-15        WSF Collective Bargaining      60

           9                Agreement.



          10   MM-16        WSF:  PSP DNI Ratios.          60



          11   MM-17        WSF Collective Bargaining      60

                            Agreement (Exh. MM-28,

          12                TP-220513) (2021-2023).



          13   MM-18        PSP Response to PMSA Data      60

                            Request No. 94.

          14

               MM-19        Average Bridge Hours per       60

          15                Assignment 2018-2024.



          16   MM-20        Heuer v. Comm'r, 32 T.C.       60

                            947 (1959).

          17

               MM-21        Steinhort v. Comm'r, 335       60

          18                F.2d 496 (5th Cir. 1964).



          19   MM-22        Transportation Expense         60

                            Worksheet.

          20

               MM-23r       Revised MXPS Arrivals          60

          21                Correlation with PSP

                            Assignments.

          22

               MM-24        20-Year Vessel Projection      60

          23                Analysis.



          24   MM-25r       Revised 10-Year Vessel         60

                            Projection Analysis.

          25
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           1              PACIFIC MERCHANT SHIPPING ASSOCIATION

                                EXHIBIT INDEX (Continuing)

           2

                  EXHIBIT   DESCRIPTION                  ADMIT  REJECT

           3

               MM-26r       Revised 5-Year Vessel          60

           4                Projection Analysis.



           5   MM-27        AAL Worksheet.                 60



           6   MM-28r       Revised Number of Pilots       60

                            Worksheet.

           7

               MM-29        DNI Worksheet.                 60

           8

               MM-30        DNI CPI BLS Calculations.      60

           9

               MM-31        TDNI Worksheet.                60

          10

               MM-32r       Revised PMSA Proposed          60

          11                Retirement Worksheet.



          12   MM-33        PSP Retirement Program         60

                            Rules.

          13

               MM-34        Transportation Adjustment      60

          14                Worksheet.



          15   MM-35        PSP Response to PMSA Data      60

                            Request No. 30.

          16

               MM-36r       Revised Additional             60

          17                Revenue Requirement

                            Positions Comparison

          18                Chart.



          19   MM-37        Additional Revenue             60

                            Requirement Summary –

          20                Attachment A.



          21   MM-38        AAL Inefficiency               60

                            (2021-2024).

          22

               MM-39        2024 Efficiency Analysis.      60

          23

               MM-40r       Revised Revenue Per            60

          24                Assignment Worksheet.



          25
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           1              PACIFIC MERCHANT SHIPPING ASSOCIATION

                                EXHIBIT INDEX (Continuing)

           2

                  EXHIBIT   DESCRIPTION                  ADMIT  REJECT

           3

               MM-41        PMSA Summary Analysis of       60

           4                PSP Data Request No. 118.



           5   MM-42        PSP Response to PMSA Data      60

                            Request No. 118.

           6

               MM-43        July 10, 2024, PMSA            60

           7                letter to BPC.



           8   MM-44        PSP Response to PMSA Data      60

                            Request No. 93.

           9

               MM-45        PSP Supplemental Response      60

          10                to PMSA Data Request

                            No. 74.

          11

               MM-46        PSP Response to PMSA Data      60

          12                Request Nos. 7, 28, 29.



          13   MM-47        PSP Response to PMSA Data      60

                            Request No. 74.

          14

               MM-48        Pilot Net Income per           60

          15                Association (Docket

                            TP-190976, Carlson,

          16                Exh. IC-03).



          17   MM-49T       Cross-Answering Testimony      60

                            of Captain Michael Moore.

          18

               MM-50r       Revised Comparison of          60

          19                Party Positions Summary

                            Chart.

          20

               MM-51        Staff on the Attract–and–      60

          21                Retain Standard (Staff

                            Response to PMSA Data

          22                Request Nos. 14-20).



          23   MM-52        Fair DNI Range Worksheet.      60



          24   MM-53        TDNI per Assignment.           60



          25
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           1              PACIFIC MERCHANT SHIPPING ASSOCIATION

                                EXHIBIT INDEX (Continuing)

           2

                  EXHIBIT   DESCRIPTION                  ADMIT  REJECT

           3

               MM-54        Application of CPI to          60

           4                Commission-Authorized

                            DNI.

           5

               MM-55        Oregon Board of Maritime       60

           6                Pilots, 2024 Annual

                            Report.

           7

               MM-56        VEAT 2024, Vessel Entries      60

           8                and Transits for

                            Washington Waters,

           9                Washington Department of

                            Ecology.

          10

               MM-57        Merchants Exchange, 2024       60

          11                Annual Report.



          12   MM-58        PSP Vessel Projections         60

                            (Staff Response to PMSA

          13                Data Request No. 12).



          14   MM-59        Marine Exchange of Puget       60

                            Sound, "Weekly Roundup,

          15                January 30, 2026."



          16   MM-60        "Ocean Alliance Removes        60

                            Tacoma from HTW

          17                Transpacific Service,"

                            Container News, January

          18                23, 2026.



          19   MM-61        Uncontested PSP Operating      60

                            Expenses.

          20

               MM-62        Port Angeles Expense           60

          21                Charge (Staff Response to

                            PMSA Data Request

          22                No. 32).



          23   MM-63        Transportation Reposition      60

                            Charges (Staff Responses

          24                to PMSA Data Request

                            Nos. 27-28).

          25
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           1              PACIFIC MERCHANT SHIPPING ASSOCIATION

                                EXHIBIT INDEX (Continuing)

           2

                  EXHIBIT   DESCRIPTION                  ADMIT  REJECT

           3

               MM-64        Retirement Structure –         60

           4                PERS2 (Staff Response to

                            PSP Data Request No. 6).

           5

               MM-65        General Legal (Staff           60

           6                Response to PSP Data

                            Request No. 12).

           7

               MM-66        General Consulting Ledger      60

           8                (Staff Response to PMSA

                            Data Request No. 33,

           9                Attachment Sch. 2.19).



          10   MM-67        Czeisler Consulting (PSP       60

                            Response to PMSA Data

          11                Request No. 120).



          12   MM-68        Tabler Consulting (PSP         60

                            Response to PMSA Data

          13                Request No. 121).



          14   MM-69        Tabler Consulting billing      60

                            (PSP Response to Staff

          15                Data Request No. 28,

                            Attachment 3).

          16

               MM-70        Comparison of Attachment       60

          17                A Summary to TP-220513

                            Revenue Requirement.

          18

               MM-71        Settlement Testimony of        60

          19                Captain Michael Moore.



          20   ** Cross-Examination Exhibits **



          21   MM-72X       Appendix A to Final            60

                            Order 08 in TP-220513.

          22

               MM-73X       220513-PSP- Compliance         60

          23                Filing-Rates-WP-8-16-23.



          24



          25
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           1              PACIFIC MERCHANT SHIPPING ASSOCIATION

                                EXHIBIT INDEX (Continuing)

           2

                  EXHIBIT   DESCRIPTION                  ADMIT  REJECT

           3

               ** Susan Katz Hoffman **

           4

               SKH-1T       Testimony of Susan Katz        60

           5                Hoffman.



           6   SKH-2        Susan Katz Hoffman             60

                            Curriculum Vitae.

           7

               SKH-3        Pension Benefit Guaranty       60

           8                Corporation Report.



           9   SKH-4        84 Fed. Reg. 147 (July         60

                            31, 2019).

          10

               SKH-5        PSP Response to PMSA           60

          11                DR 004, Attachment A

                            (Aug. 24, 2024, e-mail

          12                from B. McNeil).



          13   SKH-6        PSP Response to PMSA           60

                            DR 001.

          14

               SKH-7T       Cross-Answering Testimony      60

          15                of Susan Katz Hoffman.



          16   SKH-8        Staff Response to PSP          60

                            Data Request No. 6.

          17

               SKH-9        Attachment to Staff            60

          18                Response to PSP Data

                            Request No. 6.

          19

               SKH-10       Web Page Cited in Exh.         60

          20                SKH-08:  Chapter 6_

                            Contributions -

          21                Department of Retirement

                            Systems.

          22

               ** Jordan Royer **

          23

               JR-1T        Testimony of Jordan            60

          24                Royer.



          25
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           1              PACIFIC MERCHANT SHIPPING ASSOCIATION

                                EXHIBIT INDEX (Continuing)

           2

                  EXHIBIT   DESCRIPTION                  ADMIT  REJECT

           3

               JR-2         BPC Examination                60

           4                Historical Data

                            (1996-2024).

           5

               JR-3         BPC Monthly Activity           60

           6                Report, December 2024.



           7   JR-4         BPC Monthly Activity           60

                            Reports, January 2025 –

           8                November 2025.



           9   JR-5         BPC Annual Report, 2019.       60



          10   JR-6         BPC Annual Report, 2020.       60



          11   JR-7         BPC Annual Report, 2021.       60



          12   JR-8         BPC Annual Report, 2022.       60



          13   JR-9         BPC Annual Report, 2023.       60



          14   JR-10        BPC Annual Report, 2024.       60



          15   JR-11        BPC PSP Monthly Activity       60

                            Report, November 2023 and

          16                Year to Date.



          17   JR-12        BPC PSP Monthly Activity       60

                            Report, December 2023.

          18

               JR-13        BPC PSP Monthly Activity       60

          19                Reports, April 2022 and

                            Year to Date.

          20

               JR-14        BPC PSP Monthly Activity       60

          21                Report, May 2022.



          22   JR-15        BPC PSP Monthly Activity       60

                            Report, June 2022.

          23

               JR-16        BPC PSP Monthly Activity       60

          24                Report, July 2022.



          25
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           1              PACIFIC MERCHANT SHIPPING ASSOCIATION

                                EXHIBIT INDEX (Continuing)

           2

                  EXHIBIT   DESCRIPTION                  ADMIT  REJECT

           3

               JR-17        BPC PSP Monthly Activity       60

           4                Report, August 2022.



           5   JR-18        BPC PSP Monthly Activity       60

                            Report, September 2022.

           6

               JR-19        BPC PSP Monthly Activity       60

           7                Report, October 2022.



           8   JR-20        BPC PSP Monthly Activity       60

                            Report, November 2022.

           9

               JR-21        BPC PSP Monthly Activity       60

          10                Report, December 2022.



          11   JR-22        BPC PSP Monthly Activity       60

                            Report, December 2021 and

          12                Year to Date.



          13   JR-23        BPC PSP Monthly Activity       60

                            Report, December 2020 and

          14                Year to Date.



          15   JR-24        BPC PSP Monthly Activity       60

                            Report, December 2019 and

          16                Year to Date.



          17   JR-25        PSP Pilots Earned Group        60

                            UTC Report (Dec. 2024).

          18

               JR-26        PSP Pilots Earned Group        60

          19                UTC Report (Jan. 2025).



          20   JR-27        PSP Pilots Earned Group        60

                            UTC Report (Feb. 2025).

          21

               JR-28        PSP Pilots Earned Group        60

          22                UTC Report (Mar. 2025).



          23   JR-29        PSP Pilots Earned Group        60

                            UTC Report (Apr. 2025).

          24

               JR-30        PSP Pilots Earned Group        60

          25                UTC Report (May 2025).
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           1              PACIFIC MERCHANT SHIPPING ASSOCIATION

                                EXHIBIT INDEX (Continuing)

           2

                  EXHIBIT   DESCRIPTION                  ADMIT  REJECT

           3

               JR-31        PSP Pilots Earned Group        60

           4                UTC Report (Jun. 2025).



           5   JR-32        PSP Pilots Earned Group        60

                            UTC Report (Jul. 2025).

           6

               JR-33        PSP Pilots Earned Group        60

           7                UTC Report (Aug. 2025).



           8   JR-34        PSP Pilots Earned Group        60

                            UTC Report (Sept. 2025).

           9

               JR-35        PSP Pilots Earned Group        60

          10                UTC Report (Oct. 2025).



          11   JR-36        PSP Pilots Earned Group        60

                            UTC Report (Nov. 2025).

          12

               JR-37        VSL Type Revenue Trend         60

          13                Jan. 2023 Thru Nov. 2025.



          14   ** Spencer Cohen, Ph.D. **



          15   SC-01Tr      Revised Testimony of           60

                            Spencer Cohen, Ph.D.

          16

               SC-2         Spencer Cohen, Ph.D.,          60

          17                Curriculum Vitae.



          18   SC-3         Washington State Joint         60

                            Transportation Committee

          19                Report (2018).



          20   SC-4         2023 WCUS Trips – All          60

                            Regions (U.S. Army Corps

          21                of Engineers).



          22   SC-5         Estimate International         60

                            Tonnage (U.S. Dept. of

          23                Commerce).



          24   SC-6         UTC Staff Pilotage             60

                            Workshop Presentation

          25                (2024).
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           1              PACIFIC MERCHANT SHIPPING ASSOCIATION

                                EXHIBIT INDEX (Continuing)

           2

                  EXHIBIT   DESCRIPTION                  ADMIT  REJECT

           3

               SC-7         Consumer Price Index           60

           4                Summary, U.S. Bureau of

                            Labor Statistics (Dec.

           5                18, 2025).



           6   SC-8         Seattle-Tacoma-Bellevue        60

                            Consumer Price Index

           7                (Aug. 2025).



           8   SC-9         Federal Reserve Bank of        60

                            Philadelphia's Forecast

           9                (Nov. 17, 2025).



          10   SC-10T       Cross-Answering Testimony      60

                            of Spencer Cohen, Ph.D.

          11

               ** John E. Veentjer **

          12

               JEV-1T       Testimony of John E.           60

          13                Veentjer.



          14   JEV-2        Captain John E. Veentjer       60

                            Curriculum Vitae.

          15

               JEV-3        Graphic showing deep           60

          16                draft vessel arrivals to

                            Puget Sound ports from

          17                2005 to current.



          18   JEV-4        Graphic showing average        60

                            deep draft daily arrivals

          19                to Puget Sound from 2005

                            through 2025.

          20

               JEV-5        Spreadsheet showing data       60

          21                of Puget Sound vessel

                            arrivals.

          22



          23



          24



          25
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           1                        BE IT REMEMBERED that on Monday,



           2      March 16, 2026, at 621 Woodland Square Loop



           3      Southeast, Lacey, Washington, at 9:01 a.m., the



           4      following proceedings were had, to wit:



           5



           6                          <<<<<< >>>>>>



           7



           8                        JUDGE FUKANO:  Good morning.  Let's



           9      be on the record.



          10          It is Monday, March 16th, 2026.  The time is



          11      approximately 9:01 a.m.  My name is Harry Fukano.



          12      I'm an administrative law judge with the Washington



          13      Utilities and Transportation Commission, and I'm



          14      presiding in this matter along with the



          15      Commissioners.



          16          We are here today for the evidentiary hearing in



          17      Docket TP-250574, which is captioned Washington



          18      Utilities and Transportation Commission versus Puget



          19      Sound Pilots.



          20          Let's take short appearances, starting with the



          21      company.



          22                        MS. CARSON:  Good morning, Your



          23      Honor, Commissioners.  I'm Sheree Strom Carson with



          24      Perkins Coie representing the Puget Sound Pilots.



          25                        JUDGE FUKANO:  And for Commission
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            1     staff.



            2                        MR. ROBERSON:  Good morning, Judge



            3     Fukano and Commissioners.  I'm Jeff Roberson, AAG.  I



            4     represent Commission staff.  And with me at counsel



            5     table is my colleague, Cassie Jones.



            6                        JUDGE FUKANO:  And for PMSA.



            7                        MS. DeLAPPE:  Good morning.  My name



            8     is Michelle DeLappe, Fox Rothschild, and I represent



            9     Pacific Merchant Shipping Association.  Thank you.



           10                        MS. CARSON:  And, Your Honor, if I



           11     could, Byron Starkey is also here at counsel table



           12     representing Puget Sound Pilots.



           13                        JUDGE FUKANO:  Thank you.



           14          Let's talk about our road map for this hearing.



           15     First, we will turn to evidentiary issues, including



           16     the pending motions to revise and the admission of



           17     prefiled exhibits and testimony.  We'll then allow for



           18     brief opening statements, limited to ten minutes per



           19     party, before we turn to the cross-examination of



           20     witnesses.  We will plan to take a mid-morning break, a



           21     lunch break from 12 to 1, and a midafternoon break.



           22          I would like to remind the parties to keep their



           23     microphones muted unless they are speaking and also to



           24     only use video for those portions of the hearing when



           25     they have a speaking role.  If you intend to speak,
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            1     please also remember to activate your camera for the



            2     benefit of those participating or observing virtually.



            3          In addition, please refrain from speaking over one



            4     another, as this makes it difficult for the court



            5     reporter to transcribe what is being said.  In the



            6     event of an objection, the witness should stop their



            7     response and allow the Commission to make a ruling on



            8     the objection.



            9          If you have any technical issues or you observe



           10     that a party or representative has dropped off of the



           11     online meeting, please mention this in the Zoom chat.



           12     The Zoom chat should only be used for technical issues



           13     and requests for breaks only.



           14          The Commission will plan to proceed with



           15     cross-examination of PSP's witnesses, followed by



           16     staff, then PMSA, and concluding with the panel in



           17     support of the multiparty partial settlement.



           18          Do any of the parties have any objections to this



           19     witness order?  Seeing none, we will proceed.



           20          Are there any issues or questions before we turn



           21     to the evidentiary issues and admission of exhibits?



           22          All right.  I'd like to next turn to exhibits.



           23     There are currently three motions to revise exhibits



           24     before the Commission, one from each party.  The



           25     Commission will address these motions before turning to
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            1     the admission of prefiled testimony and exhibits.



            2          As a general matter, the Commission will authorize



            3     a party to request -- a party's request to revise



            4     testimony when the request is made as soon as



            5     practicable after discovering the need to do so and



            6     that the revision does not prejudice other parties.



            7     The Commission may authorize revisions requested after



            8     the deadline to submit errata sheets at the time of the



            9     hearing upon a showing of good cause.



           10          Let's start with PSP's motion for revision.  I



           11     have reviewed PSP's motion and would like to confirm if



           12     either staff or PMSA intend to take a position on PSP's



           13     motion.



           14                        MR. ROBERSON:  Staff has no



           15     objection to the motion to revise the opening and



           16     rebuttal testimonies.  There is, as I understand it, a



           17     second motion out there to revise the surrebuttal



           18     testimony.  I believe that's mooted with the assumption



           19     that that's not going to be granted.  Staff has no



           20     objection.



           21                        JUDGE FUKANO:  And for PMSA.



           22                        MS. DeLAPPE:  My apologies.  The



           23     microphone takes a little time.



           24          PMSA has no objection.  I would, however, like to



           25     point out that that is -- the revision, I believe, is
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            1     in the same nature as the revisions that PMSA has



            2     requested, so it would be incongruent to grant one and



            3     not the other.  Thank you.



            4                        JUDGE FUKANO:  Thank you.



            5          And counsel for staff mentioned that there were



            6     two motions.  I understood there just to be a single



            7     motion affecting exhibits related to Carlson and LaRue.



            8                        MR. STARKEY:  My understanding is



            9     the only motion pending was the one for Carlson in



           10     review and LaRue, yes.



           11                        MR. ROBERSON:  Apologies.



           12     Misunderstanding.  I was served with something this



           13     weekend that's motion to revise the surrebuttal



           14     testimony.  So my mistake.



           15                        JUDGE FUKANO:  Understood.



           16                        MR. STARKEY:  I can clar- -- that



           17     was a typographical error in the heading of the e-mail.



           18                        JUDGE FUKANO:  Thank you for that



           19     clarification.



           20          I understand PSP's motion to concern revision to



           21     Exhibit IC-32, which according to PSP, did not properly



           22     incorporate data that was originally included in



           23     Exhibit IC-14 that removed assignments associated with



           24     Sea Reliance articulated tug barge from PSP's



           25     assignment projections.  The revisions then flow
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            1     through to other exhibits and testimony that reference



            2     IC-32 and results in a revised PSP vessel traffic



            3     calculation of 7,114 down from 7,186 by removing 72



            4     instances of assignments associated with Sea Reliance.



            5          Having reviewed these exhibits and PSP's motion



            6     and the lack of objection from other parties, the



            7     Commission will grant this motion.  It appears as



            8     though that this information was originally provided or



            9     at least identified in PSP's initial testimony, and



           10     this represents a correction to make this subsequent



           11     exhibit align with information originally provided with



           12     associated flow-through corrections.  So the Commission



           13     finds that these revisions would be reasonable and are



           14     unlikely to prejudice any party and therefore grants



           15     this motion.



           16          I have reviewed staff's motion.  Turning to



           17     staff's motion, I have reviewed staff's motion and



           18     would like to confirm if PMSA or PSP intends to take



           19     any position on staff's motion.  I do note that Order 4



           20     issued at the end of last week affected some of the



           21     exhibits that staff proposes to revise in this motion



           22     and wanted to clarify that any ruling today would be



           23     subject to the determinations in Order 04.



           24                        MS. DeLAPPE:  PMSA has no objection.



           25                        MR. STARKEY:  PSP has no objection.
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            1                        JUDGE FUKANO:  Given the lack of



            2     objection from other parties and having reviewed



            3     staff's motion, the Commission -- the Commission



            4     intends to grant staff's motion.  Staff identified



            5     three categories of revisions that it seeks to



            6     incorporate into its testimony and exhibits.  One is



            7     based on a CPI error revision.  The second concerns



            8     attorney fees.  And the third concerns a matter



            9     regarding expenses related to the San Francisco Bar



           10     Pilots.



           11          I should clarify that while the Commission intends



           12     to grant this motion, the Commission's ruling in



           13     Order 4 largely moots the revision concerning the San



           14     Francisco Bar Pilots, as I believe that is a revision



           15     to Exhibit SS-11, which has since been struck.  And so



           16     the revisions that would have flowed through from SS-11



           17     will not be revised, and the related exhibits will not



           18     be revised, because those matters -- those exhibits and



           19     materials have been struck.  So subject to the



           20     determination of Order 4, the Commission grants staff



           21     's motion.



           22          Turning to PMSA's motion, I have reviewed PMSA's



           23     motion and PSP's opposition to specific proposed



           24     revisions and would like to confirm if staff intends to



           25     take any position on PMSA's motion.
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            1                        MR. ROBERSON:  Staff has no



            2     objection.



            3                        JUDGE FUKANO:  Apologies.



            4                        COMMISSIONER RENDAHL:  Judge Fukano,



            5     I have a question for you.



            6                        JUDGE FUKANO:  Yes.



            7                        COMMISSIONER RENDAHL:  In the



            8     Commission's Order 04, I think we recognize that some



            9     of the exhibits that were subject to the motion to



           10     strike included other information besides the



           11     information that was of concern.  And so I just wanted



           12     to make sure that what we're doing this morning -- and



           13     I realize that was on Friday, so there's not much



           14     time -- allowed staff to remove the information from



           15     those exhibits that needed to be removed but not



           16     completely strike some of them.  And so I just wanted



           17     to raise that and make sure that that's clear on the



           18     record that that's what the order did.



           19                        JUDGE FUKANO:  Yes, Commissioner



           20     Rendahl.  And I believe that Order 4 struck



           21     Exhibit SS-11 in its entirety and allowed for some



           22     revision of Exhibits SS-9 and SS-8.  So those could



           23     still be updated consistent with the ruling on the



           24     motion this morning.



           25                        COMMISSIONER RENDAHL:  Excellent.
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            1     Thank you.



            2                        MR. ROBERSON:  And if I may, Judge



            3     Fukano, staff intends to take the Commission up on its



            4     invitation.  I believe it is actually already filed,



            5     revised exhibits.  It would have been in the last



            6     minutes before this hearing began.  So those exhibits,



            7     I think, are in now.



            8                        JUDGE FUKANO:  Thank you.  Then I



            9     will review those either in a break today or following



           10     the conclusion of the hearing today and recirculate a



           11     revised exhibit list that incorporates those revisions.



           12          Turning to PMSA's motion, or returning to PMSA's



           13     motion, I will start by addressing the specific -- and



           14     I suppose just in the interest of clarifying the



           15     record, I acknowledge that PSP has submitted a written



           16     opposition to PMSA's motion to revise.



           17          Was there anything further from PSP with respect



           18     to that motion?



           19                        MR. STARKEY:  Your Honor, we stand



           20     on the pleadings for that motion.  I think the one



           21     thing I would highlight is MM-14, which we believe is a



           22     quintessential example of an exhibit that it appears to



           23     be an entirely new exhibit with new data that was



           24     added.  At least based on our understanding and quick



           25     review of the exhibit.
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            1                        JUDGE FUKANO:  Thank you.



            2          I intend to proceed by addressing the supporting



            3     exhibits and then the references to testimony, as some



            4     of the testimony references our flow-through



            5     corrections to exhibit revisions.



            6          The first exhibit is MM-14.  The Commission agrees



            7     with PSP with respect to MM-14, that while



            8     acknowledging that the table now coincides or matches



            9     material that was included in Captain Carlson's -- or



           10     excuse me -- Captain Moore's original testimony, the



           11     exhibit has been substantially revised and now refers



           12     to different supporting exhibits and includes a



           13     modified table with modified years.  The revisions do



           14     appear to be substantive and are substantially



           15     different from the original supporting MM-14, and



           16     therefore the Commission will deny revision of MM-14.



           17          Turning to MM-32, this information appears to



           18     reflect the actual data that was listed above.  While



           19     PMSA has included a ten-year trend correlation ratio, I



           20     believe, that was identified in rebuttal testimony from



           21     PSP, that data does not appear to -- that the inclusion



           22     of that data does not appear to alter the analysis that



           23     was presented in MM-23.  It merely reflects the



           24     calculation of that average trend, which was identified



           25     by PSP.  So this does not appear to the Commission to
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            1     be surrebuttal and was otherwise calculable from the



            2     information included, so the Commission will grant



            3     revision of MM-32 -- excuse me -- MM-23.



            4          Similarly, for Exhibits MM-25 and MM-26, these



            5     exhibits appear to have been updated to reflect vessel



            6     arrivals for 2025 that were properly originally



            7     included in Exhibit JEV-5, and the updated correlation



            8     ratio was originally provided in the original MM-23.



            9     As this appears to make corrections to reflect data



           10     that was originally provided and does not alter PMSA's



           11     methodology, the Commission will grant revision of



           12     MM-25 and MM-26.



           13          Regarding MM-40, the input value for the Excel



           14     sheet has been changed, so the calculation is running



           15     from the revenue per assignment listed in the initial



           16     cell.  I believe it's Cell F11.  So a percent change



           17     appears relative to the revenue per assignment in 2021



           18     rather than a year-to-year change.  This change appears



           19     to reflect an update or a correction to what was



           20     originally included in testimony that revenue per



           21     assignment grew 25 percent from 2021 to 2025 included



           22     in PMSA's testimony, which is now revised and



           23     incorporated into MM-40.



           24          As this was originally indicated in PMSA's



           25     testimony and is supported by the underlying data,
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            1     reflecting no change in methodology, this suggests that



            2     there is no prejudice and that it is reasonable.



            3     Therefore, the Commission will grant revision of MM-40.



            4          For MM-50 -- one moment.



            5          The revision to MM-50 appears to update an input



            6     cell to reflect PMSA's 2026 vessel projection that is



            7     otherwise supported by its other exhibits.  PMSA



            8     originally recommended that the Commission adopt a



            9     ten-year trend analysis based on the calculation



           10     originally provided in MM-25.  The change to MM-50



           11     updates the figure in Cell D21 to the revised output



           12     from MM-25.  It therefore appears reasonable and



           13     unlikely to cause prejudice to any other parties, and



           14     the Commission will grant revision of MM-50.



           15          Turning to the specific challenged portions of



           16     Captain Moore's testimony.  Regarding the revisions at



           17     Pages, I believe, 89 and 90, the updated language or



           18     the revised language appears to more accurately track



           19     information originally presented in Exhibit MM-11,



           20     which stated that there were 31 total applicants, 26



           21     qualified applicants, 13 individuals that passed the



           22     exam, and 10 that entered training.  Insofar as these



           23     changes are meant to present a more accurate reflection



           24     of the supporting exhibit, the revisions appear



           25     reasonable and unlikely to cause prejudice.  Therefore,
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            1     the Commission will grant revision of that segment of



            2     testimony.



            3          Regarding revisions at Page 113, the updated



            4     language appears to -- refers to attributions of a



            5     statement previously attributed to PSP witness McNeil



            6     to PMSA witness Hoffman citing SKH-05.  The statement



            7     which was previously attributed to McNeil appears to be



            8     quoting a statement from Hoffman in her testimony at



            9     SKH-1T at Page 16 that in turn cites the e-mail



           10     referred to in SKH-05.



           11          Similar to the corrections at Pages 89 and 90,



           12     this revision appears to correct the references to the



           13     testimony to the supporting exhibit which were provided



           14     in their correct form at the original time of filing.



           15     Consequently, this revision appears reasonable and



           16     unlikely to result in prejudice and corrects the record



           17     to appropriately attribute statements to their



           18     speakers.  The Commission will therefore grant revision



           19     of Page -- the proposed revisions for Page 113.



           20          For the revisions at Page 141 and 142, these



           21     contain revisions to the 10 -- 5-, 10-, and 20-year



           22     vessel projection trends.  These projection trends



           23     appear to be driven by an update to the correlation



           24     ratio used by PMSA, which is contained in MM-24, which



           25     in turn refers to MM-23 as the basis for the
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            1     correlation ratio and provides the correct 20-year



            2     correlation ratio of 2.8764, such that the change to



            3     the 20-year projection in testimony at Page 140, MM-1T,



            4     corrects the calculation to match the underlying data



            5     originally provided in support of the calculation.



            6          Because the underlying data was correctly



            7     identified and provided and the revision is unlikely to



            8     result in prejudice, the Commission will grant the



            9     revisions at Pages 141 and 142 of MM-1T.



           10          For the revisions at 144 to 146, these revisions



           11     appear to reflect the corrections to MM-25 concerning



           12     the 10-year vessel traffic projection as well as



           13     revisions to the 20-year assignment arrival -- the



           14     correlation factor.  As discussed elsewhere, the



           15     revisions to -- the Commission finds that the revisions



           16     to MM-25 are reasonable because they correct analysis



           17     to properly track the supporting data that was provided



           18     at the same time as the original analysis and are



           19     therefore unlikely to result in prejudice.  And the



           20     Commission will grant the revisions proposed at 144 to



           21     146.



           22          For the revisions at Page 151, these revisions



           23     also incorporate revisions to MM-25 concerning the



           24     10-year trend vessel traffic projection.  For similar



           25     reasons stated, the Commissions find that the revisions
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            1     to MM-25 are reasonable and unlikely to result in



            2     prejudice and that the flow-through revisions to update



            3     the statements that previously relied on the



            4     calculation in MM-25 are reasonable and unlikely to



            5     result in prejudice.  And, therefore, the Commission



            6     will grant the revision at Page 151.



            7          On Page -- concerning revisions at Page 153, these



            8     revisions also appear to incorporate revisions to MM-25



            9     concerning the 10-year vessel traffic projection.  For



           10     similar reasons stated, the Commission finds that the



           11     revisions to MM-25 are reasonable and unlikely to



           12     result in prejudice and that the flow-through revisions



           13     to the updated statements that previously relied on the



           14     calculation in MM-25 are reasonable and unlikely to



           15     result in prejudice.  Therefore, the Commission will



           16     grant the revision proposed at 153.



           17          For the revisions at Page 216, these revisions



           18     concern alleged representations from PSP regarding the



           19     number of pilots as compared to the actual number of



           20     pilots that were licensed at particular points in time.



           21     Having reviewed this proposed revision, unlike other



           22     proposed revisions, this revision adds an entirely new



           23     citation that was not included in the original



           24     reference or as a supporting exhibit, and the revisions



           25     add new points with respect to the timing of certain
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            1     statements.



            2          Unlike the revisions concerning Hoffman's



            3     characterization of McNeil's statements, the revisions



            4     here change the substance of PMSA's argument by making



            5     material changes to the timing of certain facts and



            6     representations.  And the Commission also notes that,



            7     as pointed out by Captain Carlson in rebuttal



            8     testimony, IC-16, the Commission made a finding of fact



            9     that PSP was projecting 52 pilots to being licensed in



           10     2021 such that the proposed revision does not appear to



           11     reasonably correct the record.



           12          Consequently, the Commission will deny revision of



           13     the testimony at Page 216.  And in all other respects,



           14     the Commission will grant PMSA's motion to revise.



           15          Before we turn to the admission of exhibits, is



           16     there anything that should be raised or discussed?



           17                        MR. STARKEY:  Just a procedure



           18     question, Your Honor.  For cross exhibits, we e-mailed



           19     around a list of exhibits that we intend to object to.



           20     Do we want to handle those now prior to the discussion



           21     of prefiled exhibits, or is that something that you



           22     intend on handling when the exhibits are raised with



           23     the witness?



           24                        JUDGE FUKANO:  I think it would be



           25     reasonable to address them now.  So we can begin there.
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            1          Is that the extent of PSP's objections to prefiled



            2     exhibits and testimony?



            3                        MR. STARKEY:  Yes, Your Honor.



            4     Yeah.



            5                        JUDGE FUKANO:  Okay.  Then we will



            6     address those first.



            7          Did the other parties receive a copy of PSP's



            8     communication concerning those exhibits?



            9                        MS. DeLAPPE:  Yes, Your Honor.



           10                        MR. ROBERSON:  Yes.



           11                        JUDGE FUKANO:  Any response from



           12     Commission staff on any of the individual exhibits?



           13                        MR. ROBERSON:  Staff has no



           14     objection to any prefiled exhibits or the cross



           15     exhibits, so...



           16                        JUDGE FUKANO:  And to PMSA?



           17                        MS. DeLAPPE:  We have responses to



           18     the objections, of course.  And I can take those one by



           19     one, if you like.



           20                        JUDGE FUKANO:  Certainly.



           21                        MS. DeLAPPE:  So with respect to



           22     Exhibit IC-40X, that will be in Captain Carlson's



           23     cross-examination.  We will establish foundation in



           24     that cross-examination.  And if for any reason we are



           25     not able to establish foundation as it is a data
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            1     request that was responded to by Mr. Sevall, we would



            2     like to use it instead for Mr. Sevall's



            3     cross-examination.



            4          I'll proceed, then.  For IC-41X, that is testimony



            5     by -- rebuttal testimony by Christopher Wood, the



            6     actuarial expert that PSP engaged for the last rate



            7     case.  And I will be addressing that in



            8     cross-examination of Captain Carlson, as he was the



            9     lead witness in that case.  I believe we won't have any



           10     trouble establishing foundation of the part of it at



           11     least that we would like to address in his



           12     cross-examination.



           13                        JUDGE FUKANO:  Okay.  And, actually,



           14     my apologies.  Since you had mentioned that you may



           15     essentially redirect use of what has been labeled



           16     IC-40X to Commission staff, I'd like to just confirm:



           17     Does Commission staff have any concern or response with



           18     that proposed usage?



           19                        MR. ROBERSON:  No.



           20                        JUDGE FUKANO:  And let's take them



           21     one at a time, then.



           22          So any further response from PSP concerning



           23     IC-40X?



           24                        MR. STARKEY:  Yes, Your Honor.  And



           25     I understand that foundation will have to be
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            1     established, but we want to point out here that, for



            2     No. 40, when having it directed to Captain Carlson, he



            3     did not answer this data request.  It's the data



            4     request from staff.  He has no knowledge of why



            5     Mr. Sevall answered in a particular manner.  So that's



            6     40.



            7          Do you want me to go through the other ones as



            8     well, Your Honor?



            9                        JUDGE FUKANO:  Let's take them one



           10     at a time just for clarity's sake.



           11          Then at this time, the Commission will reserve



           12     ruling on the use of IC-40X, subject to foundation and



           13     how it is used with a particular witness.



           14          Oh.  Thank you for that.  And if all parties could



           15     kind of lean into the mike and make sure that you're



           16     clearly heard for the benefit of those observing



           17     online.  That would be much appreciated.



           18          Then turning to IC-41X.  Sorry.  One moment,



           19     please.



           20          And my apologies.  Could you please restate your



           21     response to IC-41.



           22                        MS. DeLAPPE:  Certainly.  That is



           23     rebuttal testimony by Christopher Wood, who was PSP's



           24     actuarial expert in the last rate case.  And I will



           25     be -- Captain Carlson, I'll be using it in his
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            1     cross-examination.  He was PSP's lead witness in that



            2     case.  And I believe I will be able to establish



            3     foundation that he is aware of the aspect of that



            4     rebuttal testimony that will be part of the evidence in



            5     this case.



            6                        JUDGE FUKANO:  Any response from



            7     PSP?



            8                        MR. STARKEY:  Yes, Your Honor.  One,



            9     Captain Carlson did not prepare the testimony.  As



           10     Ms. DeLappe mentioned, this is from an actuary.



           11     Captain Carlson is not an actuary.  We also believe



           12     that this is outside the scope of Captain Carlson's



           13     direct and rebuttal.  We'll also note this is an



           14     incomplete exhibit.  Although I do acknowledge that



           15     it's a portion of an exhibit that was addressed for



           16     Ms. LaRue, but we'll get to that when we get to



           17     Ms. LaRue as well.



           18                        JUDGE FUKANO:  And for this exhibit,



           19     the Commission will again reserve ruling on this



           20     exhibit pending its -- the establishment of foundation



           21     and the use proposed at the time of cross.



           22                        MS. DeLAPPE:  If you're ready for me



           23     to proceed.



           24                        JUDGE FUKANO:  Just one moment.



           25                        MS. DeLAPPE:  Okay.
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            1                        JUDGE FUKANO:  I want to make sure



            2     I'm properly noting.



            3          And related to the comment about microphones, if



            4     you are speaking, please do activate your cameras also



            5     for the benefit of those on Zoom.



            6          Please proceed to IC-43.



            7                        MS. DeLAPPE:  Thank you.



            8          IC-43X is Captain Carlson's own testimony in the



            9     last case in -- it's an excerpt.  And I believe it will



           10     be very clear in the cross-examination testimony what



           11     that short excerpt is about.  It's just a very small



           12     point.



           13                        JUDGE FUKANO:  Response from PSP?



           14                        MR. STARKEY:  I just want to



           15     clarify.  So IC-33, my understanding is that this is a



           16     question and answer, a transcript from the 2023



           17     hearing.  One thing that we would like to note is that



           18     that question and answer was objected to by Ms. DeLappe



           19     and that objection was sustained, meaning that line of



           20     questioning was effectively stricken from the record.



           21     And we believe that it would be inappropriate to use a



           22     transcript from a prior hearing for question and answer



           23     that -- where the objection was sustained.



           24                        JUDGE FUKANO:  The Commission agrees



           25     with PSP that the objection to the question was
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            1     sustained, and so the -- it would be improper to use



            2     the answer to an objection and sustained question for



            3     purposes of cross in this case.  So we'll sustain



            4     objection to IC-43X.



            5          Then turning to AML-23X.



            6                        MS. DeLAPPE:  For that exhibit,



            7     which is testimony from one of the staff witnesses in



            8     the first case that PSP brought, it's specifically



            9     being presented for a point regarding PSP's equity



           10     situation.



           11          Ms. LaRue was a participant on staff in that case,



           12     and she has presented evidence in this case regarding



           13     equity.  And so we would like the opportunity to



           14     establish foundation and to present it for that



           15     purpose.



           16                        JUDGE FUKANO:  Response from PSP?



           17                        MR. STARKEY:  Yes, Your Honor.  Two



           18     items.  One, as mentioned by Ms. DeLappe, this was



           19     testimony from a -- not Ms. -- Ms. LaRue.  It was from



           20     a staff witness in the 2019 case.  So we believe that



           21     foundation is an issue.  We also have an issue with the



           22     potential relevance here.  It is unclear what the



           23     relevance would be, but I understand that they need to



           24     establish foundation.



           25                        JUDGE FUKANO:  Very good.
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            1          Then the Commission will reserve ruling on this



            2     exhibit pending foundation and establishment of



            3     relevance.



            4          Turning to AML 24X.



            5                        MS. DeLAPPE:  That exhibit is also



            6     in the similar situation as the exhibit we just



            7     discussed.  It is also testimony from the same



            8     individual in the same case.



            9                        JUDGE FUKANO:  And I assume similar



           10     objection from PSP?  Same grounds?



           11                        MR. STARKEY:  Yes, Your Honor.



           12                        JUDGE FUKANO:  Okay.  Then as with



           13     the previous exhibit, the Commission will reserve



           14     ruling on Exhibit AML-24X pending establishment of



           15     foundation and relevancy as used in cross.



           16          Now turning to AML-25X.



           17                        MS. DeLAPPE:  That exhibit, those



           18     are the long-form financial statements from PSP filed



           19     by PSP's CPA witness in the last PSP case.  Ms. LaRue



           20     is the person who is now the CPA witness in the current



           21     case.  And we have presented that not as financial



           22     statements that she prepared but as for a specific



           23     point that's within those statements that she, I



           24     believe, is aware of.  So we will establish foundation.



           25                        JUDGE FUKANO:  Response from PSP.
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            1                        MR. STARKEY:  Thank you, Your Honor.



            2     This is from the 2021 pilot financial statements, so



            3     they're particularly old.  They were not prepared by



            4     Ms. LaRue, and her testimony primarily focuses on rate



            5     methodology.  So we do have foundation.  We also have



            6     relevance concerns as well.



            7                        JUDGE FUKANO:  Thank you.



            8          As with the first two, the Commission will reserve



            9     ruling, subject to additional foundation and relevancy



           10     as determined through questioning.



           11          Turning to AML-26X.



           12                        MS. DeLAPPE:  That exhibit is



           13     similar to the prior one that we just spoke of.  It was



           14     Exhibit JJN-03 in the last rate case, presented by the



           15     same CPA witness.  And there's a specific point that



           16     we'd like to address that's in that exhibit that we



           17     would establish foundation during testimony to address



           18     with her.



           19                        JUDGE FUKANO:  And so I believe that



           20     that is addressing AML-27X, but we will --



           21                        MS. DeLAPPE:  Excuse me.  Thank you.



           22                        JUDGE FUKANO:  But we will proceed



           23     with that --



           24                        MS. DeLAPPE:  Thank you.



           25                        JUDGE FUKANO:  -- now.
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            1          Response from PSP.



            2                        MR. STARKEY:  Just to clarify, we're



            3     talking about the financial statement presentation?



            4                        MS. DeLAPPE:  Yes.



            5                        MR. STARKEY:  Yes, Your Honor.  So



            6     with that one, Ms. LaRue was not involved in creating



            7     these.  She was not even a witness in the case.  And



            8     she did not prepare these.



            9                        JUDGE FUKANO:  Thank you.



           10          As with the other exhibits, we will reserve ruling



           11     on that, subject to laying of additional foundation and



           12     relevancy.



           13          Then turning to AML-26X.



           14                        MS. DeLAPPE:  Yes.  Now, that one is



           15     a fuller portion, as Mr. Starkey observed, of IC-41X,



           16     so it is the same actuarial testimony, and we are



           17     presenting it for a very finite issue.  We are not



           18     assuming that Ms. LaRue is an actuary, but we do



           19     believe that she is aware of the specific point that we



           20     are presenting that exhibit for.



           21                        JUDGE FUKANO:  Response from PSP.



           22                        MR. STARKEY:  Similar to what we



           23     said before, she was not a witness in the proceeding,



           24     and we believe that there are foundation and relevancy



           25     issues.
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            1                        JUDGE FUKANO:  Thank you.



            2          As with the other exhibits, the Commission will



            3     reserve ruling on that, subject to the laying of



            4     additional foundation and establishment of relevancy.



            5          And with the exception of the seven exhibits that



            6     the Commission has reserved ruling on and the one



            7     exhibit that the Commission has rejected, the



            8     Commission will admit all other prefiled testimony and



            9     exhibits in this matter.



           10                               (Pertinent exhibits



           11                                admitted.)



           12



           13                        JUDGE FUKANO:  Are there any other



           14     matters to address prior to proceeding to opening



           15     statements?



           16          Hearing nothing, then we shall proceed.



           17          PSP, would you like to make an opening statement?



           18                        MS. CARSON:  Yes, Your Honor.  Thank



           19     you.  Just one moment.



           20          Good morning, Commissioners.  Thank you for the



           21     opportunity to provide this opening statement.  I'm



           22     going to address three issues:  First, the brief



           23     history of regulation of Puget Sound Pilots by the



           24     Commission; second, key Puget Sound Pilot requests,



           25     including total distributed net income, or TDNI, and
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            1     pension status and funding; and, third, the weight of



            2     the evidence.



            3          First, regarding the brief history of regulation.



            4     This is only the third rate case of Puget Sound Pilots



            5     before this Commission.  As compared to other



            6     industries that have been regulated by the Commission



            7     for decades, pilotage is still in its infancy in terms



            8     of regulation by the Commission.  We're all still



            9     trying to figure out what methodologies are appropriate



           10     for this industry.



           11          There have been three ratemaking workshops since



           12     the final order in Docket 220513 where topics like DNI,



           13     rate of return, methodology, operating margin,



           14     transportation charge were addressed.



           15          PSP has taken care in this case to comply with



           16     terms and Commission directives in prior orders.  PSP's



           17     GRC filing is more narrowly tailored to address issues



           18     properly before the Commission.  PSP complied with



           19     requirements between rate cases; for example, keeping



           20     the Commission apprised of progress on its multiple



           21     employer-defined benefit plan and filing status updates



           22     every 60 days.



           23          PSP participated in the ratemaking workshops and,



           24     in fact, in this case, is proposing an operating margin



           25     that was presented at the workshop.
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            1          And in this case, Puget Sound Pilots has provided



            2     substantial evidence on topics that the Commission said



            3     lacked evidentiary support in the past cases.  For



            4     example, a robust pilot compensation study and support



            5     for transportation charge and affiliate -- affiliated



            6     interests.



            7          Dual regulation can be thorny.  But the Commission



            8     has set up guiding principles that should be followed



            9     in this case and in pilotage in general.



           10          In the 2022 Docket 220513, in Paragraph 158, the



           11     Commission said, Although the facts and circumstances



           12     may vary over time, rate-setting proceedings before the



           13     Commission should support the provision of pilotage



           14     services deemed necessary by the BPC, the Board of



           15     Pilotage Commission.



           16          And in Paragraph 49 of that order, the Commission



           17     was even more direct:  We must respect and support the



           18     BPC's jurisdiction as a safety regulator and licensing



           19     authority.  The BPC must determine the number of



           20     authorized pilots, any appropriate target assignment



           21     levels, appropriate rest rules, and any other



           22     safety-related obligations.  Rate cases before the



           23     Commission are an opportunity for Puget Sound Pilots to



           24     recover the cost of providing these pilotage services,



           25     not what these services should be.
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            1          So in this case, the BPC has spoken on several



            2     issues that are relevant to this proceeding, including



            3     a change to the target assignment level since the last



            4     case and an increase in the number of authorized



            5     pilots.  And PSP respectfully requests the Commission



            6     support the provision of pilotage services deemed



            7     necessary by the BPC.



            8          So, second, I want to just briefly look at a



            9     couple of key issues in the case.  One is TDNI, total



           10     distributed net income.  And there's two elements to



           11     this:  The total number of pilots to be funded and the



           12     per-pilot distributed net income.



           13          Captain Carlson and Lane Sisung are the primary



           14     PSP witnesses testifying on this topic.  First, the



           15     number of pilots.  PSP is asking the Commission to fund



           16     the number of pilots authorized by the BPC.  That



           17     number is currently 60 pilots, which the BPC



           18     characterized as a conservative increase when they



           19     increase the number.  If the number of authorized



           20     pilots changes before the final order, the number of



           21     pilots can be updated in the compliance filing.



           22          Now, PMSA opposed the BPC's increase in the number



           23     of pilots.  Despite lengthy filings and arguments by



           24     PMSA, the BPC approved 60 pilots.  And, importantly,



           25     the number of pilots is based on a target assignment
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            1     level that the BPC adjusted in 2024 to meet safety



            2     requirements, including enhanced rest requirements.



            3          In this case, PMSA pushes hard on using an



            4     outdated average assignment level that looks back over



            5     the past three or five years of assignments, but that



            6     methodology does not work when the safety regulator has



            7     adjusted the total assignment level down from 144



            8     assignments to 123.  PMSA's view is that PSP should



            9     work far in excess of the target assignment level that



           10     has been set by the BPC's safety committee.



           11          Now, briefly, regarding the per-pilot distributed



           12     net income, PSP has provided a robust pilot



           13     compensation study in this case.  There is a national



           14     pool of candidates.  The State of Washington and the



           15     BPC have determined that we should be competing



           16     nationally for pilots.  The Commission's DNI decisions



           17     should align with this policy by providing a DNI



           18     consistent with the national average.  But as our pilot



           19     compensation study demonstrates, PSP ranks 20th out of



           20     22 pilot groups analyzed.



           21          The pilot compensation study is robust, as I said.



           22     It includes 52 percent of the state pilot groups, a



           23     total of 649 APA -- American Pilot Association --



           24     members.  It complies with the Commission's direction



           25     in the 2022 GRC.  And it analyzes data in different
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            1     ways -- using a simple average, a weighted average,



            2     cash-only compensation, cash plus benefits



            3     compensation -- producing a range that the Commission



            4     can consider.



            5          Just briefly touching on pension.  PSP in this



            6     case is requesting the Commission fully fund the



            7     exhibiting pay-as-you-go pension until its multiple



            8     employer-defined benefit plan is fully approved.  PSP



            9     witnesses Bruce McNeil and Ivan Carlson testify on this



           10     as does Walt Tabler.



           11          PSP is not seeking approval of the MEP in this



           12     case but does plan to file a subsequent case shortly



           13     after this case is completed seeking approval and



           14     funding of the MEP.  And as a reminder, the Commission



           15     ordered PSP to pursue a fully funded defined benefit



           16     plan in the final order and PSP's first general rate



           17     case, adding that a fully funded defined benefit



           18     retirement plan will best provide security and



           19     confidence in the long-term viability of the promised



           20     retirement benefits to current and future pilots.



           21          And then in the second case, in Order 08, the



           22     Commission authorized PSP to move forward with its plan



           23     to obtain approvals from the IRS and the Department of



           24     Labor to implement a multiple employer-defined benefit



           25     plan.  So the good news is PSP has obtained a
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            1     determination by the IRS that its MEP is a



            2     tax-qualified plan.  It expects an advisory opinion



            3     from the U.S. Department of Labor in the near future.



            4          PSP acknowledges that this process has taken



            5     longer than what was expected due to delays with



            6     federal agencies.  But that is not a reason to move



            7     away from this approach that was directed by the



            8     Commission in the past two cases.



            9          The current system does not fund pension for



           10     current pilots.  As noted in Walt Tabler's testimony,



           11     the current PAYGO is paying the obligations to retired



           12     pilots, which was agreed to by industry in previous



           13     rate cases before the BPC.  And the proposals made by



           14     staff and PMSA in this case to defund the current



           15     pension would be catastrophic to PSP, to current and



           16     retired pilots, and to pilotage in Puget Sound.



           17          Staff would remove one-third of current pension



           18     funding, a 2.2 million disallowance.  PMSA renews its



           19     request to remove all funding of the pension, a request



           20     that's been denied in the past.  It would replace the



           21     pension with $36,000 for pilots for a defined



           22     contribution plan.  This would result in a disallowance



           23     of more than four million in this case.



           24          These proposals are inconsistent with the



           25     Commission's intent that we should move forward with a
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            1     fully funded defined benefit plan.  It's inconsistent



            2     with the legislature's intent when moving regulation to



            3     the UTC in 2019 that the pension be funded.



            4     Representative Judy Clibborn testified on that.



            5          There's substantial evidence in the record on



            6     industry's involvement and approval of the existing



            7     pay-as-you-go plan.  We ask the -- and the Commission



            8     should look skeptically at efforts to defund the



            9     existing pension while MEP is being finalized.  We ask



           10     the Commission to be patient as we work through these



           11     final approvals that are needed.



           12          So, finally, very briefly, I want to talk about



           13     the weight of the evidence.  It is, of course, not



           14     measured by volume.  It's not measured by the number of



           15     exhibits, the number of tables, the number of graphs,



           16     the number of formulas, or the number of ratios.



           17          PMSA has filed hundreds of pages of testimony and



           18     exhibits, more than 160 exhibits in total.  There have



           19     been inconsistencies and misrepresentations, which PMSA



           20     has corrected, confirming the original versions were



           21     not accurate.  We ask the Commission to be vigilant as



           22     it considers the bulk of the material filed by PMSA.



           23     And, in particular, and harkening back to Point No. 1,



           24     we ask the Commission to be wary of ratios and



           25     correlations that take data points from the two





                                                                       67

�







            1     inaugural cases for PSP and seek to turn those data



            2     points from two separate evidentiary records into



            3     purported Commission metrics and precedents.



            4          Each case is of course based on its own record.



            5     In each of the past two cases, the Commission has



            6     identified where evidence was lacking, where it should



            7     be improved, where it was outside the scope of the



            8     Commission's authority, where ratemaking workshops are



            9     needed to explore appropriate ratemaking methodologies.



           10          Because there have only been two rate cases for



           11     PSP spanning less than a decade, we expect to see



           12     growth, development, and change as economic regulation



           13     of this industry by the Commission matures.  The



           14     Commission is not locked into specific precedent.



           15          In this case, the Commission must determine fair,



           16     just, reasonable, and sufficient rates for PSP based on



           17     the evidentiary record in this case.  We thank you for



           18     your time, and we look forward to answering questions



           19     you may have.



           20                        JUDGE FUKANO:  Thank you.



           21          Commission staff, would you like to make an



           22     opening statement?



           23                        MR. ROBERSON:  Staff would prefer to



           24     brief the legal issues after the close of the hearing,



           25     so we will waive our opening statement.
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            1                        JUDGE FUKANO:  Thank you.



            2          PMSA, would you like to make an opening statement?



            3                        MS. DeLAPPE:  Yes.  Thank you.



            4          And good morning, Commissioners and Judge Fukano.



            5     This Commission has twice addressed and resolved nearly



            6     all the foundational issues in pilotage rate setting,



            7     first in Final Order 09 in the first PSP rate case and



            8     then again through Final Order 08 in the second PSP



            9     rate case.



           10          Not much about PSP and its operations has changed



           11     during that time in the six years since the start of



           12     the first rate case.  This remains a small operation



           13     since -- of well-compensated working owners with low



           14     capitalization and few assets.  There are very few



           15     moving parts.  Despite this stability, PSP is



           16     relitigating issues that this Commission already



           17     decided and put to rest.



           18          On behalf of the ratepayers, we ask the Commission



           19     to carry forward the formulas and methodologies



           20     established in the first two rate cases, which were



           21     intended to be foundational.  We are hopeful that the



           22     third time will be the charm and that the final order



           23     in this case will lead finally to a more streamlined



           24     process for future rate cases.



           25          We appreciate many of staff's recommendations in
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            1     this case.  Where PMSA and staff agree -- and we agree



            2     on a great deal -- it is because our positions are



            3     grounded in relevant data applied to the Commission's



            4     existing precedent.



            5          The established formulas are performing as



            6     designed.  PSP's own data shows test year revenues at



            7     approximately 104 percent of the Commission approved



            8     revenue requirement.  There is no crisis.  No major



            9     departure from the Commission's precedent is warranted.



           10     PMSA supports reasonable incremental adjustments



           11     consistent with the evidence and the Commission's



           12     established methodologies.



           13          What should deeply concern this Commission is



           14     PSP's proposal for steep rate increases and a severe



           15     departure from prior tariffs.  Notably, PMSA and staff



           16     reach similar conclusions on most issues.  PSP stands



           17     out as a clear outlier.



           18          Let me briefly address the principal issues.



           19     First, on distributed net income, the largest revenue



           20     requirement component.  PSP proposes approximately



           21     $437,000 per pilot based on the historical averaging



           22     methodology from both prior final orders adjusted for



           23     inflation.  Staff's low end of its reasonableness



           24     range, approximately $486,000, which staff confirms is



           25     fully sufficient, is in the same neighborhood.  By





                                                                       70

�







            1     contrast, PSP is requesting over $729,000 per pilot, a



            2     55 percent increase over the test year adjusted DNI,



            3     based on the same type of salary survey this Commission



            4     has twice rejected.



            5          PMSA urges the Commission to stay the course with



            6     the "attract and retain" standard, the consideration of



            7     workload, and the fairness framework that Captain Moore



            8     applied in his testimony based on this Commission's



            9     prior orders.  That precedent supports PMSA's proposal



           10     and staff's proposed low end, but absolutely not PSP's



           11     proposal.



           12          Second, on the number of pilots to fund, PMSA and



           13     staff both recommend funding 56, the actual number of



           14     licensed pilots.  PSP asks to fund 60, despite



           15     operating safely with 56.  PMSA additionally recommends



           16     that, going forward, the Commission adopt the average



           17     assignment level as the floor for determining the



           18     number of pilots to fund, which would ensure the



           19     independence of this Commission's rate setting and



           20     eliminate incentives for strategic manipulation of



           21     pilot numbers.



           22          Third, on the operating margin, PMSA and staff are



           23     fully aligned.  The Commission should reject PSP's



           24     proposed 12 percent operating margin.



           25          Fourth, on retirement.  PMSA and staff agree on
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            1     the fundamentals.  The current PAYGO system is



            2     unsustainable, and pilots should contribute to their



            3     own retirement.  Staff recommends disallowing one-third



            4     of the pension expense.  PMSA proposes a market-based



            5     ratepayer contribution, which would mean over $2



            6     million in aggregate contributed by customers as part



            7     of pilot compensation, as this is consistent with what



            8     an employer in a competitive market would contribute



            9     for highly compensated professionals.



           10          Five years have passed since Final Order 09



           11     directed PSP to transition away from PAYGO.  The time



           12     has come to act decisively and establish a sustainable



           13     framework based not on managing what pilots may do with



           14     the ratepayer's contribution toward retirement, as that



           15     is the pilot's own choice, but rather on limiting rates



           16     to market-based -- a market-based contribution.



           17          In Final Order 09, the Commission put an end to



           18     intergenerational inequity with respect to callbacks.



           19     The time has come for the Commission to put an end to



           20     this same problem with respect to retirement.



           21          On expenses, the parties are all in the same



           22     ballpark once you take the retirement out of the



           23     question.  PMSA asks the Commission to scrutinize PSP's



           24     continued attempts to recover commuting costs and



           25     callback expenses and also to deny excessive rate case
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            1     fees driven by relitigating settled issues.  Now our



            2     third time around, PSP's rate case expenses should be



            3     going down, not up.



            4          The established formulas work.  PMSA and staff are



            5     closely aligned because both apply the Commission's



            6     framework to the current evidence.  PSP's positions are



            7     outliers precisely because they do not.  We ask the



            8     Commission to stay the course and to continue to carry



            9     forward the reasonable framework established in prior



           10     cases.  The evidence will demonstrate that PMSA's



           11     recommendations are fair, just, reasonable, and



           12     sufficient for both the pilots and the customers they



           13     serve.



           14          Thank you for the opportunity to participate.



           15                        JUDGE FUKANO:  Thank you.



           16          Would it be a good time to just take a quick



           17     five-minute break before turning to cross-examination



           18     of witnesses?  Seeing some agreement.



           19          We will be off the record for about five minutes,



           20     returning at 10:06.



           21                               (Pause in proceedings from



           22                                10:01 a.m. to 10:12 a.m.)



           23



           24                        JUDGE FUKANO:  Let's be back on the



           25     record.  It is approximately 10:12 a.m.
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            1          And our first witness for this morning will be



            2     captain Ivan Carlson.  I see you already have your



            3     camera activated.



            4          Please raise your hand, and I will swear you in.



            5          Do you swear or affirm the testimony that you



            6     provide today is the truth and nothing but the truth?



            7                        THE WITNESS:  I do.



            8                        JUDGE FUKANO:  And apologies.  Would



            9     you speak into the microphone.



           10                        THE WITNESS:  I do.



           11          Can you hear me?



           12                        JUDGE FUKANO:  I can't hear.  You



           13     have to get pretty close to the...



           14                        THE WITNESS:  I do.



           15                        JUDGE FUKANO:  There we go.  Thank



           16     you.



           17          Would counsel please introduce the witness and



           18     tender them for cross.  Please note if there are any



           19     additional corrections to the prefiled testimony.



           20



           21



           22     IVAN CARLSON, JR.,          having been first duly sworn



           23                                 by Administrative Law Judge



           24                                 Fukano, was examined and



           25                                 testified as follows:
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            1                        DIRECT EXAMINATION



            2     BY MS. CARSON:



            3  Q  Good morning, Captain Carlson.  Please state your name



            4     and title, and spell your name for the court reporter.



            5  A  Ivan Carlson -- that's I-v-a-n C-a-r-l-s-o-n -- Jr.



            6     I'm the president of Puget Sound Pilots.



            7  Q  Captain Carlson, do you have before you what have been



            8     marked for identification as Exhibit Nos. IC-1T through



            9     IC-36 in Docket 250574?



           10  A  I do.



           11  Q  These exhibits constitute your prefiled direct and



           12     rebuttal testimony and related exhibits in this



           13     proceeding?



           14  A  It is.



           15  Q  Were these exhibits prepared under your supervision and



           16     direction?



           17  A  Yes.



           18  Q  Do you have any corrections to these exhibits?



           19  A  Well, IC-32, which we discussed earlier.  Other than



           20     that, no.



           21                        MS. CARSON:  Thank you.



           22          Your Honor, PSP offers exhibits -- well, the



           23     exhibits have already been admitted into evidence, but



           24     we offer Captain Carlson for cross-examination.



           25                        JUDGE FUKANO:  Thank you.
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            1          Staff indicated cross for this witness.  You may



            2     proceed.



            3                        MR. ROBERSON:  Staff has actually



            4     determined it has no questions for Captain Carlson.



            5     But if I could take a moment.  It appears I was



            6     optimistic this morning when I said that we were



            7     attempting to file the testimony and probably had done



            8     so.  There was a hiccup.  We're trying to file it now.



            9     So we will have it in soon.



           10                        JUDGE FUKANO:  Understood.  Thank



           11     you.



           12          Then we will proceed with PMSA indicated cross for



           13     this witness.  You may proceed.



           14                        MS. DeLAPPE:  Thank you.



           15



           16                        CROSS-EXAMINATION



           17     BY MS. DeLAPPE:



           18  Q  Captain Carlson, the PSP is asking the Commission to



           19     approve roughly a 52 percent revenue requirement



           20     increase over the test year, correct?



           21  A  Yes.



           22  Q  And you're asking for a drop in total assignments?



           23  A  Well, we would prefer to not have a drop in total



           24     assignments.  So, no, we're not asking for one.



           25  Q  Are you -- would you agree that you are asking for
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            1     revenue based on what was, in 2024, you had 7,588



            2     assignments, and in your amended exhibit, IC-32, it's



            3     now 7,114?



            4  A  Yes.



            5  Q  And that's the same as asking the Commission to approve



            6     a revenue requirement based on a decrease in total



            7     pilot productivity, isn't it?



            8  A  No.  It's not based on a decrease.  That's not the



            9     reason we're asking for a revenue increase.



           10  Q  It is, however, coinciding with a decrease?



           11  A  It is coinciding with a decrease, yes.



           12  Q  You're asking -- so you're asking for -- also for a



           13     drop in average assignments from 138 in the test year



           14     to 123 in the rate year?



           15  A  No.  I want to be clear.  We're asking for the -- the



           16     UTC Commissioners to fund the number of authorized



           17     pilots.  Whatever that number is, that's what we want



           18     funding for.



           19  Q  And that is based on an assignment level of 123 instead



           20     of the average assignment level of 138 in the test



           21     year?



           22  A  123 is a number that our safety regulator recommends,



           23     and that's a number that got them to 60.



           24  Q  Captain Carlson, you're not actually answering my



           25     question.  So if -- I remember that we've had this
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            1     issue in prior years.  If you could listen very



            2     carefully to my question.



            3          You are asking for funding that is based on an



            4     assignment level of 123 assignments per pilot; is that



            5     correct?



            6  A  Currently, the pilot commission said the -- no --



            7  Q  That is not the answer to my question.



            8          You -- PSP is -- PSP is requesting funding from



            9     this Commission based on an assignment level of 123; is



           10     that correct?



           11  A  No.



           12  Q  So you want to proceed with an average assignment level



           13     of 138 for rate-setting purposes?



           14  A  Ms. DeLappe, we're asking for funding for -- for 60



           15     pilots.  That's the number that our safety regulator



           16     set it at.



           17  Q  Captain Carlson, would you agree that the BPC set that



           18     number of pilots based on 123 assignment per pilot per



           19     year?



           20  A  I would agree that they based it on 123 plus the



           21     president plus an average of one pilot not fit for



           22     duty.



           23  Q  Wonderful.  We'll cover that later in your testimony.



           24          Captain Carlson, you have participated as PSP's



           25     lead witness in all three pilotage rate cases before
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            1     this Commission, correct?



            2  A  Yes.



            3  Q  And you've been president of PSP for all three?



            4  A  No.  I was president --



            5  Q  Vice president.



            6  A  -- for the last one, yes.



            7  Q  Okay.  You were vice president for the first one.



            8  A  Yes.



            9  Q  And you're familiar with Final Order 09 issued in the



           10     first pilot rate case?



           11  A  I am.



           12  Q  In Final Order 09, the Commission adopted what it



           13     called the average assignment level, or what we will



           14     call AAL, for purposes of rate setting, correct?



           15  A  I'm familiar that is what the Commission did then, yes.



           16  Q  And in Order 09, the Commission specifically said it



           17     was using AAL to determine the number of funded pilots



           18     to make clear that it was not using the BPC-adopted



           19     targeted assignment level, or TAL, correct?



           20  A  At that time, the BPC maintained that there wasn't a



           21     TAL.



           22  Q  Did your attorney not just state in opening that there



           23     was a TAL of 144 at that time?



           24  A  That she did.  And that's because the pilots said there



           25     was a TAL of 145.  But if you look at the record, they
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            1     said, We're not setting it -- we're not adjusting the



            2     TAL.



            3          And so PMSA and staff, they both thought that they



            4     can go with an AAL, and that's what the -- that's what



            5     the Commissioners did, and that was appropriate at that



            6     time.



            7  Q  Captain Carlson, I think you've established what I



            8     wanted to get, which is that the TAL at that time was



            9     145.



           10          And the Commission specifically distinguished its



           11     role in Final Order 09 as economic regulator distinct



           12     from the BPC's role as the safety and licensing



           13     authority, correct?



           14  A  That's correct.



           15  Q  And in the second PSP rate case, in Final Order 08, the



           16     Commission reaffirmed its limited role as economic



           17     regulator and again used an AAL methodology to



           18     determine the number of funded pilots, right?



           19  A  They said it was consistent with the AAL, but they also



           20     said some other things too.  And I think our attorney



           21     also read Paragraph 49 too.



           22  Q  And I'm looking at Final Order 08, Paragraphs 157 and



           23     158, since I see that you're searching in your binder.



           24          If you could turn to those pages of Final



           25     Order 08.
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            1          Do you see --



            2  A  I'm at Paragraph 157.



            3  Q  Paragraph 157.



            4          Do you see where it says, "By determining the



            5     number of funded pilots based on an averaging of recent



            6     pilot assignments, the Commission determines PSP's



            7     additional annual revenue requirement and provides



            8     reasonable compensation to pilots without intruding



            9     into areas properly reserved for the BPC"?



           10          Do you see that?



           11  A  Can you read that for me again, please.



           12  Q  You're in Final Order 08?



           13  A  I'm in Final Order 08, at Paragraph 157.



           14  Q  So in 157 and 158, you should see where it says, "By



           15     determining the number of funded pilots based on an



           16     averaging of recent pilot assignments, the Commission



           17     determines PSP's additional annual revenue requirement



           18     and provides reasonable compensation to pilots without



           19     intruding into areas properly reserved for BPC."



           20  A  That's not what -- that's not what I read.  I read,



           21     "The Commission adopted staff's Proposal 4 determining



           22     an AAL based on a five-year average of pilot



           23     assignments."



           24  Q  Can you look at the last half of Paragraph 158.



           25                        COMMISSIONER RENDAHL:  Ms. DeLappe --
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            1                        MS. DeLAPPE:  And I'm sorry.  I



            2     didn't have --



            3                        THE WITNESS:  You said 157.  I'm



            4     sorry.



            5                        MS. DeLAPPE:  Yes.  There were the



            6     two paragraphs.



            7  Q  (By Ms. DeLappe)  If you could look at the last half of



            8     the Paragraph 158.



            9          Do you see there the language that I stated?



           10  A  Yes.



           11  Q  Thank you.



           12                        COMMISSIONER RENDAHL:  Ms. DeLappe,



           13     before you go further, what exhibit number --



           14                        JUDGE FUKANO:  One moment.



           15                        COMMISSIONER RENDAHL:  -- are we



           16     referring to?  This is Commissioner Rendahl.  Sorry I'm



           17     not there in the hearing room.



           18          What exhibit number is the final order?  Is it



           19     included in the exhibits, or are we just referring



           20     to --



           21                        CHAIR RYBARIK:  Commissioner



           22     Rendahl, we're having a really hard time hearing you.



           23     It's quiet.



           24                        MS. DeLAPPE:  I believe I did hear



           25     enough to say that Final Order 08 is not an exhibit.
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            1     We're citing it as authority.



            2                        COMMISSIONER RENDAHL:  Thank you.



            3     I'll try to --



            4                        MS. DeLAPPE:  Thank you.



            5                        COMMISSIONER RENDAHL:  -- work on



            6     the microphone here.



            7                        JUDGE FUKANO:  We should -- let's



            8     take a brief recess to see if we can resolve the



            9     technical issue with Commissioner Rendahl's output.



           10     The court reporter is unable to hear her statements,



           11     and so we will take a five-minute recess and be off the



           12     record to resolve this technical issue.  Thank you.



           13     Thank you for your patience.



           14                               (Pause in proceedings from



           15                                10:24 a.m. to 10:26 a.m.)



           16



           17                        JUDGE FUKANO:  We will be back on



           18     the record.  It is approximately 10:26 a.m.



           19          We are in the midst of the cross of Captain



           20     Carlson by PMSA.  Commissioner Rendahl had a question



           21     that was not captured by the court reporter, so we will



           22     begin by repeating the question that Commissioner



           23     Rendahl had.



           24                        COMMISSIONER RENDAHL:  Thank you for



           25     your patience.  Technical difficulties.
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            1          My question to Ms. DeLappe was what exhibit number



            2     this -- was the Commission's Order 08, or were we



            3     referring to it merely as a -- referring to the



            4     citation for, you know, taking official notice of that.



            5                        JUDGE FUKANO:  Thank you.  And we



            6     have that now properly transcribed, and we can proceed.



            7                        MS. DeLAPPE:  Thank you.



            8  Q  (By Ms. DeLappe)  Captain Carlson, you recognize, then,



            9     that in these two past orders, the Commission has



           10     stated that AAL is important?



           11  A  I rec- -- excuse me.



           12          I recognize that the Commission said that they



           13     used both.  They did both.  They also put a premium in



           14     the rates, recognizing the extra work, if you look at



           15     Paragraph 164.



           16  Q  Captain Carlson, I didn't ask for all the things that



           17     the Commission said were important.  I asked simply for



           18     you to acknowledge that the Commission stated that AAL



           19     is important.



           20  A  They stated that, among other things, yes.



           21  Q  Thank you.



           22          In this proceeding, you did not provide the



           23     Commission with an AAL calculation, did you?



           24  A  No.



           25  Q  And, in fact, your direct testimony states that you
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            1     see, quote, no role for average assignment level in



            2     assisting the Commission to determine the number of



            3     pilots that should be funded in the tariff, correct?



            4  A  That's correct.  I see no role in looking backward, no.



            5  Q  And the reason you gave for that position was that the



            6     BPC has now adopted a TAL that authorized 60 pilots,



            7     correct?



            8  A  Yes.



            9  Q  And your position now is that the Commission should



           10     abandon its independent AAL analysis and adopt the TAL,



           11     isn't it?



           12  A  But we're looking at Paragraph 49, and it seems the



           13     Commission's willing to too.



           14  Q  Could you answer my question.



           15  A  Yes.



           16  Q  Your position now is that the Commission should abandon



           17     its independent AAL analysis and adopt the TAL.



           18          Can you just answer that question.



           19  A  I can say my position is I would like the Commission to



           20     abandon the AAL methodology and adopt the number of



           21     authorized pilots by the Commission.



           22  Q  And when you refer to the Commission in that last



           23     instant, you're referring to the Board of Pilots



           24     Commission there?



           25  A  I'm sorry.  Yes, I am.  Pilot Commission.
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            1  Q  Thank you.



            2          All right.  So this position is not the same



            3     position you brought on behalf of PSP in the two prior



            4     cases, is it?



            5  A  Can you enlighten me a little bit.  I know in the first



            6     case, we sought 61.  We learned our lesson.  We sought



            7     61.  The Commission then said, You're not authorized



            8     for that many pilots.  We learned our lesson.



            9  Q  So let's talk -- rather than talking about the number



           10     of pilots, I'm talking about the assignment level,



           11     Captain Carlson.



           12          So in the 2019 rate case, PSP proposed an average



           13     assignment level of 118, correct?



           14  A  That's correct.



           15  Q  And in 2019, PSP did not want the Commission to adopt



           16     that TAL of 145, right?



           17  A  That is correct.  We wanted 118.



           18  Q  Okay.  And so in the next PSP rate case, you



           19     specifically highlighted PSP's efficiency metrics,



           20     right?



           21  A  Yes.



           22  Q  And you testified that you personally maintained those



           23     metrics, right?



           24  A  At that time, yes.



           25  Q  You measured efficiency by comparing average assignment
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            1     levels per pilot specifically showing efficiency



            2     through an increase from 122.28 on-watch assignments



            3     per pilot in 2019 to 128.86 on-watch assignments in



            4     2022.



            5          Does that sound right?



            6  A  That is correct.



            7  Q  And PSP used average assignment levels to argue it had



            8     become more efficient and therefore deserved higher



            9     compensation, right?



           10  A  Yes.



           11  Q  You testified that average assignment levels were --



           12     I'm quoting you here -- the most significant metric to



           13     track to assess the effects of PSP's efficiency



           14     measures.



           15          Does that sound right?



           16  A  Yes, it does.



           17  Q  All right.  In the 2022 case, PSP recommended use of



           18     the AAL and not use of the TAL, as you've just



           19     testified, right?



           20  A  Can you say that question -- that again.



           21  Q  Yeah.



           22          So in the last rate case --



           23  A  Yes.



           24  Q  -- PSP recommended that the Commission use the average



           25     assignment level, not the targeted assignment level,
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            1     right?



            2  A  I -- can you point to somewhere where I say that?



            3  Q  If you look at your -- let me pull up your exhibit,



            4     IC-08T, from the last rate case.  And I'm just asking



            5     you to confirm that you were not -- let's go a simpler



            6     way on this.



            7          You were not asking this Commission to use the



            8     targeted assignment level of 145, were you?



            9  A  We were asking this Commission to fund the number of



           10     authorized pilots at 56.



           11  Q  And that was based on an assignment level that was not



           12     145, right?



           13  A  It really -- the Commission -- I got to tell you, if



           14     you -- in history, the Commission, when they set the



           15     number of authorized pilots in 2019 at one --



           16  Q  When you refer to the Commission --



           17  A  No.  The number of authorized pilots.  I'm sorry.  I



           18     keep saying the Commission.  When the Pilot Commission



           19     set the number of authorized pilots in July of 2019,



           20     they set that number based upon just "it feels good"



           21     number, and that number --



           22  Q  Captain Carlson.



           23  A  -- reflected 127 assignments, but they refused to set a



           24     TAL.



           25  Q  From 2010 until 2014, the TAL in place was 124, right?
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            1     I mean 145.  Excuse me.



            2  A  Actually until 2019, yes.



            3  Q  So from 2010 to 2019, it was 145?



            4  A  Yes.



            5  Q  And earlier today, you testified -- in your very first



            6     testimony today, you testified it was 145 at the time



            7     of the first rate case?



            8  A  So that is because, if you look at the record, the



            9     Pilot Commission did not set a TAL.  They were kind of



           10     new at this, and they just elevated the number of



           11     pilots, but they refused to set a TAL.  But that



           12     number, if you did the math, equalled out to 127



           13     assignments per pilot.



           14  Q  Do you have someplace in your testimony or exhibits



           15     where you explain that or have any evidence of that?



           16  A  I didn't think it would be required.



           17  Q  So during the entire period where the TAL was higher



           18     than it is -- was in 2024 when it changed to 123, there



           19     were no safety incidents attributed to pilot workload



           20     or fatigue, correct?



           21  A  That's correct.



           22  Q  And in the Final Order 09, the Commission found that,



           23     in 2018, the most productive PSP pilots completed 222,



           24     191, and 183 assignments each that year.



           25          Do you recall that?
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            1  A  I do.



            2  Q  And the Commission further found that PSP does not



            3     contend that there is no evidence in the record that



            4     these pilots -- there was nothing that said that these



            5     pilots had violated rest rules, right?



            6  A  We did not.



            7  Q  And in 2018, with the TAL of 145, at least three PSP



            8     pilots safely completed between 183 and 222 assignments



            9     in a single year, correct?



           10  A  That's correct.



           11  Q  Could you please turn to Exhibit MM-42.  And you may



           12     recall that that's a copy of PSP's response to PMSA's



           13     Data Request 118.



           14                        MS. CARSON:  Excuse me.  Was that



           15     Exhibit MM- --



           16                        MS. DeLAPPE:  Yes.



           17                        MS. CARSON:  -- 42?



           18                        MS. DeLAPPE:  MM-42.



           19                        THE WITNESS:  I got 41 and 43.



           20  Q  (By Ms. DeLappe)  And it's not that you have to refer



           21     to it.  You can look at 41, if you would prefer.



           22     MM-41.



           23          MM-41 is entitled "Summary of PSP 2024 Assignment



           24     Data."  And it's based on PSP's response to PMSA Data



           25     Request 118.  So it's based on the same data as is in
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            1     MM-42.



            2  A  Excuse me.  I need to zoom a couple here.  I just can't



            3     read it.



            4  Q  And I'm not going to ask you anything about MM-42



            5     except to just help you see that it's summarized in 41.



            6  A  Okay.  Anyway, I've got it.



            7  Q  All right.  So what we are going to talk about, so you



            8     recognize the data in Exhibit MM-42 is your data?



            9  A  Yes, I do.



           10  Q  Okay.



           11  A  Yes, I do.



           12  Q  And that data shows the individual pilot assignments in



           13     2024 organized by pilots, right?



           14  A  Yes.



           15  Q  All right.  Thank you.



           16          So MM-41 is -- summarizes that same data for the



           17     range of individual assignments per pilot in the test



           18     year, right?



           19  A  Yes.



           20  Q  Okay.  And do you see in Exhibit MM-41 that it shows in



           21     the table minimum and maximum?  So it shows the total



           22     individual jobs done by one pilot for minimum of 42



           23     assignments?



           24  A  Yes.



           25  Q  And the maximum completed by an individual pilot was
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            1     176?



            2  A  Yes.



            3  Q  Okay.  And that pilot who operated 176 assignments



            4     operated safely for all of those assignments, correct?



            5  A  In 2024?



            6  Q  Yes.



            7  A  Yes.



            8  Q  Okay.  And you see the list of pilots down below that



            9     summary table.



           10          And the second-ranked pilot on the list completed



           11     172 assignments?



           12  A  Yes.



           13  Q  Also operated those safely, correct?



           14  A  Yes.



           15  Q  And the third highest completed 169 assignments also



           16     safely?



           17  A  I'll say yes all the way to the bottom if you want.



           18  Q  Very good.



           19          So PSP's own dispatch data shows 30 pilots



           20     completed 135 or more assignments in 2024, correct?



           21  A  That's correct.



           22  Q  And all safely?



           23  A  I assume.



           24  Q  Is there any --



           25  A  No incidents.
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            1  Q  No reason to believe that they were operated unsafely



            2     or in violation of rest rules?



            3  A  No.



            4  Q  All right.  Let's turn to Exhibit 40 -- IC-42X.



            5  A  I -- cross exhibit?



            6  Q  That's right.  Cross Exhibit IC-42.



            7  A  Okay.  Just a minute.



            8          Okay.  Whoops.  I'm there.



            9  Q  Okay.  That exhibit is an excerpt from your



           10     cross-examination in the last case, right?



           11  A  Yes.



           12  Q  And you were asked, "Would PSP ever knowingly dispatch



           13     pilots to jobs in violation of the state's rest rules



           14     or any other safety regulations"?



           15  A  That's correct.



           16  Q  And you answered, under oath, "No"?



           17  A  Yes.



           18  Q  That hasn't changed since the last hearing, right?



           19  A  Not knowingly.  We occasionally do, but it's



           20     accidental, and everybody gets called on the carpet for



           21     it.



           22  Q  So you don't knowingly dispatch pilots to assignments



           23     that would be unsafe or in violation of fatigue rules?



           24  A  That's correct.



           25  Q  And that means every one of the assignments listed by
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            1     PSP in response to Data Request 118 was, to your



            2     knowledge, dispatched as safe and rested?



            3  A  Yes.



            4  Q  The pilot watch calendar is structured roughly the same



            5     now as it was at the time of the last case, right?



            6  A  That's correct.



            7  Q  And these 30 pilots who worked assignments above 135 in



            8     2024, they worked their assignments under the same rest



            9     rules and watch standing schedule as everyone else,



           10     right?



           11  A  Yes.



           12  Q  Under the fatigue rules currently in effect, at least



           13     one PSP pilot safely performed 176 ship assignments in



           14     the test year, right?



           15  A  Yes.



           16  Q  In this case, you described BPC's 2024 TAL of 123 as,



           17     quote, safe and efficient, end quote, level of work for



           18     PSP pilots, right?



           19  A  That is correct.



           20  Q  Your Exhibit IC-26 labels assignments above -- do you



           21     need to get there?



           22  A  Well, is it my exhibit or --



           23  Q  It is your exhibit.



           24  A  Okay.



           25  Q  IC-26.
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            1  A  Okay.  I have it.



            2  Q  Thank you.



            3          It labels assignments above 123 as, quote,



            4     additional work performed above safe and efficient



            5     level established by the BPC in 2024, correct?



            6  A  Yes.



            7  Q  By describing the TAL at 123 as the safe and efficient



            8     level, are you implying that all the pilots performing



            9     above 123 assignments in a year are operating unsafely?



           10  A  What I'm -- no, I'm not.  But I'm also saying that the



           11     Commission's -- the Pilot Commission set that as their



           12     safe and efficient assignment level.



           13          Now, guys are coming in on their days off and



           14     working.  The Pilot Commission says they don't want



           15     that to happen as much as has been happening.



           16  Q  So you're asking this Commission to accept that 123



           17     assignments is the upper band of safe and efficient



           18     work in this case, aren't you?



           19  A  Yes.



           20  Q  The TAL of 123 is calculated as an average, not a



           21     safety ceiling above which operations become unsafe,



           22     right?



           23  A  That's correct.



           24  Q  As an average, the TAL is a staffing efficiency target



           25     applied across all pilots, not a safety threshold per
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            1     individual pilot, right?



            2  A  I'm sorry.  You're right.  And I misspoke.  An average



            3     of 123.



            4  Q  Okay.  Since it is an average, you are not asking this



            5     Commission to accept that 123 assignments is the upper



            6     band of safe and efficient work in this case, right?



            7  A  We're not asking this Commission to do anything other



            8     than fund the number of authorized pilots.  That's what



            9     we're asking.



           10  Q  And so you, in your testimony in this case, have



           11     discussed 123 assignments as the relevant number, and



           12     now you're saying that we should disregard that and



           13     only look at the effect of accepting that, which is the



           14     number of funded pilots?



           15  A  Can you repeat that question, please.



           16  Q  Let's look at the Exhibit IC-26 that you were just



           17     looking at.



           18  A  Okay.



           19  Q  It compares historical average assignment levels to



           20     BPC's 2024 target assignment level of 123, right?



           21  A  Yes.



           22  Q  It shows that in 2021, pilots worked an average of



           23     143.11 assignments per pilot, correct?



           24  A  Yes.



           25  Q  And in 2022, 146.71 assignments per pilot, right?
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            1  A  Yes.



            2  Q  And in 2023, 137.23 assignments per pilot?



            3  A  Yes.



            4  Q  And in 2024, 137.95 assignments per pilot?



            5  A  Yes.



            6  Q  So in every year from 2021 to 2024, pilots safely



            7     worked above the 2024 on-watch TAL of 123, right?



            8  A  Yes, Ms. DeLappe, we can refuse to not work extra, if



            9     you like, but we're not gonna.  So we're working beyond



           10     what we should be working, what the Pilot



           11     Commission said we should --



           12  Q  Captain Carlson --



           13  A  -- be working.



           14  Q  -- that goes beyond my question.



           15          What I asked was that pilots safely worked above



           16     that TAL, and you answered yes.  That is the answer to



           17     my question.  You will have an opportunity, as you



           18     know, to discuss more on redirect.



           19          On-watch -- regarding your rebuttal testimony in



           20     IC-16T, which I recognize has now been revised, but you



           21     testified there that the BPC's TAL of 123 includes only



           22     on-watch assignments, right?



           23  A  That's correct.



           24  Q  Okay.  And you're either including or excluding



           25     callbacks in that 123 average per pilot.  Which is it?
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            1  A  We're excluding callbacks in that 123.



            2  Q  Okay.  So let's -- I'm going to ask you to turn to



            3     Exhibit JR-10.  And that's the BPC's 2024 annual



            4     report.  And if you could turn to Page 9.



            5  A  Okay.



            6  Q  There on that page, you can see that it's -- says, "The



            7     group voted to recommend a target on-watch assignment



            8     level (TAL) of 123 assignments per pilot per year to



            9     align with the BPC's stated goal of limiting off-watch



           10     assignments to a rate of 5 percent or less per year.



           11     In June, the board unanimously voted to set the TAL at



           12     123 assignments per pilot per year, which does not



           13     include any callbacks."



           14          So what you just testified is consistent with



           15     excluding the callbacks, correct?



           16  A  Correct.



           17  Q  So you are using -- there it says to use a rate of 5



           18     percent for the callbacks, right?



           19  A  Or less.



           20  Q  Okay.  So 123 multiplied by 1.05 equals 129, correct?



           21  A  Yes.  Or less.



           22  Q  So let's turn now to Cross Exhibit IC-37.



           23          And that's a -- just as you're getting there, I'll



           24     tell you that's a letter dated --



           25  A  Yes.
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            1  Q  Okay.



            2  A  I got it.



            3  Q  Okay.  So that's a letter dated July 10th, 2024, that



            4     you submitted to the BPC on behalf of PSP, right?



            5  A  Right.



            6  Q  And in this letter, at Page 4, at the bottom of that



            7     page, above your signature, you show that when



            8     calculating the number of pilots needed, you applied



            9     the TAL of 123 to only 95 percent of the assignments,



           10     right?



           11  A  Correct.



           12  Q  And that's because you explicitly reserved 5 percent



           13     for callbacks?



           14  A  That's correct.



           15          Or excuse me.  Can you repeat that question again,



           16     please.



           17  Q  Certainly.



           18          That's because you reserved 5 percent for



           19     callbacks, right?



           20  A  What do you -- excuse me.  But what do you mean by



           21     reserve 5 percent for callbacks?



           22  Q  So if you look at the third bullet point.



           23  A  Right.



           24  Q  You have there, 95 percent of 7,530 equals 7,153,



           25     right?
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            1  A  Yes.



            2  Q  Isn't the use of 95 percent consistent with that 2024



            3     BPC annual report that I just quoted from?



            4  A  It is.  It's not what the -- what they did, but it is



            5     my submission.



            6  Q  And you're not talking about -- when you say it's not



            7     what they did, you mean the total of 62 pilots at the



            8     end of your letter?



            9  A  That too.  But they did not adopt a 5 percent mandatory



           10     callback ratio.  They just said 123.  And that was



           11     affirmed in the last Commission meeting twice.



           12  Q  So let's proceed, then, with your calculation in this



           13     letter, Captain Carlson.



           14          In your July 2024 submission to the BPC, you were



           15     asking the BPC to authorize 62 pilots, correct?



           16  A  That's correct.



           17  Q  And the BPC, after receiving that letter, authorized 60



           18     pilots, not your requested 62?



           19  A  That's correct.



           20  Q  And in that July 10th, 2024, letter, at Page 4, the



           21     formula you used to calculate the number of pilots was



           22     to take the 95 percent of the total trailing 12-month



           23     assignments, and then as a second step, to divide the



           24     TAL of 123, divide that by the TAL of 123, and then for



           25     the third step, to add a number for not-fit-for-duty
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            1     pilots --



            2  A  Yes.



            3  Q  -- and then add one for the president?



            4  A  Correct.



            5  Q  And that gives you the number of on-watch funded



            6     pilots, correct?



            7  A  That's correct.



            8  Q  And in the letter, the total assignment figure -- and



            9     for this, I'd like you to go back two pages.  That's



           10     where you say about the projection, the predicting



           11     traffic.



           12          The total assignment figure you plugged into your



           13     formula was 7,530 based on reducing your trailing 12



           14     months of assignments at the time by the net reduction



           15     of 104 assignments based on the Northwest Seaport



           16     Alliance rotation schedule, right?



           17                        MS. CARSON:  Object to the form of



           18     the question as ambiguous.



           19  Q  (By Ms. DeLappe)  Do you understand the question,



           20     Captain -- excuse me.



           21                        JUDGE FUKANO:  Any response from



           22     PMSA?



           23                        MS. DeLAPPE:  I don't believe it was



           24     ambiguous to Captain Carlson, but I'm happy to clarify,



           25     if it was.
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            1                        JUDGE FUKANO:  Perhaps, please



            2     rephrase.



            3                        MS. DeLAPPE:  Okay.  Thank you.



            4  Q  (By Ms. DeLappe)  So, Captain Carlson, you see on



            5     Page 2 that you referred to a reduction in the number



            6     of predicted vessels based on information from the



            7     Northwest Seaport Alliance rotation schedule, right?



            8  A  Yes.



            9  Q  And so the total assignment figure that you used on



           10     Page 4 of this letter was 7,530, right?



           11  A  Yes.



           12  Q  And that was based on the trailing 12 months reduced by



           13     104 assignments based on that schedule?



           14  A  Yes.



           15  Q  So following your math there, 95 percent of 7,530



           16     equals 7,153 on-watch assignments, right?



           17  A  Yes.



           18  Q  And then you divide that by 123.  That equals 58.2,



           19     right?



           20  A  Yeah.



           21  Q  And then you add .87 for not fit for duty and one for



           22     the president.



           23  A  That's correct.



           24  Q  To get to 60 pilots, right?



           25  A  Yes.
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            1  Q  Let's apply the formula that your letter -- in your



            2     letter to the actual assignment data that is now in the



            3     record.



            4          Are you asking for an objection for your counsel?



            5  A  Yes.



            6                        MS. DeLAPPE:  That's not your job,



            7     Captain Carlson.  That wasn't a question.



            8  Q  (By Ms. DeLappe)  So you do know the current trailing



            9     12 months for March 2025 to February 2026?



           10  A  I do.



           11  Q  It's 6,985?



           12  A  Yes.



           13  Q  So applying your formula, 95 percent of 6,985 would be



           14     6,636?



           15  A  Ms. DeLappe, this formula was not accepted by the Pilot



           16     Commission.



           17  Q  This is not the question.  I'm asking you to apply the



           18     formula.  If you apply 95 percent to 6,985?



           19                        MS. CARSON:  I'm going to object to



           20     asking the witness to do this calculation on the stand.



           21                        MS. DeLAPPE:  Then I can go ahead



           22     and represent to you that it would be 6,636.



           23                        JUDGE FUKANO:  Well, for purpose of



           24     the objection --



           25                        MS. DeLAPPE:  Sorry.
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            1                        JUDGE FUKANO:  -- I think it would



            2     be appropriate to proceed subject to check.  Would that



            3     be reasonable, PSP?



            4                        MS. CARSON:  Yes.



            5                        MS. DeLAPPE:  Thank you.



            6                        JUDGE FUKANO:  And subject to check,



            7     you may proceed.



            8                        THE WITNESS:  Go ahead.



            9  Q  (By Ms. DeLappe)  Do you have the calculation for us?



           10          Did you calculate it, or would you like me to give



           11     it to you?



           12          6,636?



           13  A  Yes.



           14  Q  Okay.  And then if you divide that by the TAL of 123,



           15     the answer is 53.9?



           16  A  I have 54, but okay.



           17  Q  After you add a president, it's 54.9?



           18  A  No.  Actually, after you add a president and a not fit



           19     for duty, it'd be 56.  You're not -- yeah.



           20  Q  So thank you.  I think that is -- 56 is exactly where I



           21     was going.



           22          So PSP is asking this Commission to fund 60 pilots



           23     in rates, but your own formula applied to actual



           24     trailing 12-month data currently would only support 56,



           25     right?
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            1  A  The Commission, the Pilot Commission formula supports



            2     60.  That's what we're asking for.  The 60 number for



            3     the --



            4  Q  Captain Carlson.



            5  A  -- Pilot Commission.



            6  Q  -- I was talking about your formula.



            7  A  My formula is defunct.  They didn't accept it.



            8  Q  Are you aware that Final Order 08 required PSP to



            9     clearly identify its projected vessel assignments?



           10  A  Yes.



           11  Q  And that's also required by the regulations, correct?



           12  A  I think we sought clarity on that.  Anyway.  But we did



           13     identify the projected assignments.  It's the very last



           14     column.  The only thing I didn't do was sum the total.



           15     In IC-14.  Very last column.



           16  Q  So nowhere in your testimony in IC-01T did you identify



           17     a specific number of projected assignments, did you?



           18  A  I'm not certain.  I don't think I did.  But I'm not



           19     certain.



           20  Q  You are aware that PMSA and Commission staff reviewed



           21     your direct testimony in this case and reached



           22     different conclusions about what your projected



           23     assignment number was?



           24  A  Yes, I am.



           25  Q  And you know that Captain Moore testified he believed
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            1     you were projecting 7,446 assignments?



            2  A  Yes.  Because those all -- those numbers are all in



            3     that last column.



            4  Q  And staff witness Sevall believed you were projecting



            5     7,289 assignments?



            6  A  That's because he removed cancellations.  But those



            7     numbers are in the column on the right.  Column AN.



            8  Q  So I'd like you to turn to Cross Exhibit IC-40.



            9  A  Okay.



           10  Q  And whose exhibit is that question about?



           11  A  Well, that question was sent to witness Sevall.



           12  Q  Right.



           13          But do you see there that it says -- the topic of



           14     the question is Carlson Exhibit IC-14?



           15  A  Yes.



           16  Q  In your capacity as PSP's president and lead witness in



           17     this case, do you keep yourself completely unaware of



           18     data requests that are received by you personally in



           19     your e-mail when they are directed to staff?



           20  A  No, I don't.



           21  Q  You do read them, don't you?



           22  A  I do.



           23  Q  And you read the responses to them, don't you?



           24  A  I do.



           25  Q  So you were aware of staff's response to this request
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            1     when it was made?



            2  A  I am.  I was.



            3  Q  And you were aware, then, that staff's witness Scott



            4     Sevall stated that the projected assignments in IC-14,



            5     quote, was not clearly articulated?



            6  A  Yes.  And that came January 23rd, which was between



            7     when our original was filed and our rebuttal was due.



            8  Q  So not until you filed your rebuttal testimony did you



            9     disclose specifically in your testimony that your



           10     original 2025 vessel projection number was 7,446?



           11  A  No.  We could have done an errata on the 9th of March,



           12     but -- and it would have just involved putting one



           13     number in that bottom cell, and that would have been



           14     all it was.



           15  Q  I think that we will not discuss the procedural rules



           16     for errata revisions and move on, then, to your direct



           17     testimony, IC-01T.



           18          So you submitted that to the Commission in late



           19     July 2025, correct?



           20  A  Yes.  No.  Late June.  Or was it late July?  I'm sorry.



           21     Late July.  You're right.



           22  Q  Thank you for the assistance.



           23          At that point, approximately six months of 2025



           24     had passed, right?



           25  A  Yes.
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            1  Q  In Exhibit IC-01T, you stated that -- and I can point



            2     you to the page.  It's --



            3  A  Please.



            4  Q  -- Page 55.  Starting at Line 16.



            5          You stated that PSP had already, quote, seen a



            6     substantial decrease in vessel traffic at the start of



            7     2025 due in large part to tariffs and economic



            8     uncertainty, right?



            9  A  Yes.



           10  Q  But you identified only two specific pro forma



           11     adjustments you were making to vessel traffic:  An



           12     increase of 40 for cruise ships and a decrease of 182



           13     for the Sea Reliance ATB, right?



           14  A  Yes.



           15  Q  And you intended the total from those adjustments to



           16     result in 7,446 assignments for 2025?



           17  A  Yes.



           18  Q  So by the time you filed this testimony, you knew that



           19     7,446 assignments was unlikely to be attained, didn't



           20     you?



           21  A  So what we use is Mike's methodology, which is known



           22     changes in announcements.  These were a lot of blank



           23     sailings.  They weren't removal from the schedule.  If



           24     the vessels aren't removed from the schedule that's



           25     posted on the Northwest Seaport Alliance website, we
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            1     don't remove them, because we don't know if they're



            2     going to stay or not.  These Trump tariffs, nobody



            3     knew.  We had -- I mean, nobody really knew.



            4  Q  So --



            5                        JUDGE FUKANO:  Beg your pardon.  In



            6     your response, you identify someone as Mike.  Who are



            7     you referring to?



            8                        THE WITNESS:  I'm sorry.  Captain



            9     Moore.



           10                        JUDGE FUKANO:  Thank you.



           11                        THE WITNESS:  My fault.  I'm sorry.



           12                        MS. DeLAPPE:  That's M-o-o-r-e.



           13  Q  (By Ms. DeLappe)  All right.  So the -- let's turn to



           14     Exhibit JR-31.  And while that's being run to you, that



           15     is the PSP earned revenue report, UTC, for June 2025.



           16                        JUDGE FUKANO:  What was that exhibit



           17     number again?



           18                        MS. DeLAPPE:  JR-31.



           19                        JUDGE FUKANO:  Thank you.



           20                        MS. DeLAPPE:  Thank you.



           21  Q  (By Ms. DeLappe)  And if you could turn to the second



           22     page.



           23          So that was -- that report, that was prepared by



           24     PSP, right?



           25  A  Yes.
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            1  Q  And that was prepared on July 9th, 2025?



            2  A  Yes.



            3  Q  And so you had that report before you filed your direct



            4     testimony in this case?



            5  A  Most probably, yes.



            6  Q  Let's turn to Page 2, the summary page.



            7          And if you could go down two lines on that page,



            8     where it shows ship assignments year to date through



            9     June 30th, 2025.



           10  A  Yes.



           11  Q  So that's the first six months of 2025.  You have a



           12     total of 3,419 assignments?



           13  A  Yes.  And, of course, even though -- and I'll



           14     stipulate, yeah, traffic's down.  But the first half of



           15     the year doesn't yield as much traffic as the second



           16     half of the year ever.



           17  Q  But if you did double that number of assignments to



           18     annualize it, it would be approximately 6,838



           19     assignments?



           20  A  If that were the formula, yes.



           21  Q  So that annualized pace of assignments would be 608



           22     assignments below your projected figure of 7,446,



           23     correct?



           24  A  Yes.



           25  Q  So to reach 7,446 for the full year, PSP would need --
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            1     would have needed to have completed 4,027 ship



            2     assignments in the second half of 2025, right?



            3  A  Right.  We do not want to cast into doubt any -- we



            4     don't want to build revenue that's not there.  So put



            5     another way, if -- this doesn't benefit us to build



            6     revenue that's not there.  But if those vessels were on



            7     the schedule and they were not coming, they call them



            8     blank sailings.  If those vessels were blanked, we



            9     didn't remove them from the -- from the equation.  And



           10     those vessels were blank sailings.



           11  Q  So, Captain Carlson, that would have represented almost



           12     18 percent increase, like, more traffic in the second



           13     half of the year than in the first half, right?



           14  A  Okay.



           15  Q  So you testified that the substantial decrease in



           16     traffic, as we discussed just now, in the first six



           17     months was driven by tariffs and economic uncertainty?



           18  A  Yes.



           19  Q  As of July 2025, had those conditions abated?



           20  A  No.



           21  Q  You had no reason to believe there was any reversal of



           22     those conditions on the horizon, did you?



           23  A  From time to time, we did have reason to believe.



           24     We -- we subscribed to the Journal of Commerce and



           25     newsletter, and there is all sorts of speculation on
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            1     what's going to happen with shipping based upon Trump



            2     tariffs:  Are they going to stay?  Are they going to



            3     go?  What's going to happen?



            4  Q  You didn't identify any of that in your Exhibit IC-01T?



            5  A  Other than to say uncertainty.



            6  Q  There was no evidence that you presented for believing



            7     that the -- those conditions would abate --



            8                        MS. CARSON:  Objection.



            9  Q  (Continuing by Ms. DeLappe)  -- in 2025?



           10                        MS. CARSON:  Objection.  The witness



           11     is allowed to provide evidence on the stand.



           12                        MS. DeLAPPE:  I'm just asking



           13     regarding the requirement that there be vessel



           14     projections and analysis supporting them in the initial



           15     filing.



           16                        JUDGE FUKANO:  I'm going to sustain



           17     the objection.  I believe the witness was in the



           18     process of testifying what he relied on for the basis



           19     of his calculation and that -- yes, so objection will



           20     be sustained.



           21          You may continue your answer.



           22                        THE WITNESS:  Anyway, so -- forgot



           23     where I was.



           24          Regardless, there was uncertainty.  We didn't



           25     know.  We kept doing like everybody else, looking for a
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            1     bright spot.  We didn't know, and so we just held on



            2     and waited.



            3          We understood that it could go the wrong way for



            4     us.  Not in this case, but just traffic would continue



            5     to drop.  And it did.  And we were looking -- and now



            6     we're looking at other things for it to rise.  We don't



            7     know for sure.  Nor does anybody.



            8  Q  (By Ms. DeLappe)  So to summarize, you internally had



            9     data, as of the filing, the initial filing, that there



           10     were only 3,419 assignments in the first half of 2025,



           11     but you did not include that information in your



           12     initial filing?



           13  A  That's correct.



           14  Q  And you did not identify any evidence in your filing of



           15     reasons to believe that the economic uncertainty and



           16     tariffs would be reversed at any time during 2025?



           17  A  Nor did we have any certainty that it would continue.



           18  Q  Last night, you filed a revised projection changing



           19     your rebuttal evidence from a projection of 7,186 to



           20     7,114, right?



           21  A  That's correct.



           22  Q  And that was to provide an update based on more recent



           23     data?



           24  A  No.  It was based on a mistake I made.  So not more



           25     recent.  The data was there, but I just didn't catch it
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            1     when I was putting it together.



            2  Q  If you could look at Exhibit MM-60.  And that is an



            3     announcement issued on January 2023 -- 2026 about -- so



            4     about Evergreen canceling its weekly service, right?



            5  A  Canceling its ad hoc weekly service, yes.



            6  Q  And so that is information that you had at the time



            7     that you filed your rebuttal testimony, isn't it?



            8  A  No, it isn't.



            9  Q  You don't receive these published announcements?  You



           10     don't follow them?



           11  A  I was surprised when I saw this one, yeah.



           12  Q  And you saw it for the first time in Captain Moore's



           13     submission?



           14  A  That's correct.



           15  Q  So that's two pilots in on -- and two pilots out.  So



           16     four pilots a week, right?



           17  A  That's correct.



           18  Q  And you just revised your forecast, but the forecast



           19     that you just submitted last night is still not



           20     accurate, is it?



           21  A  Well, we're going to check -- we're going to be asking



           22     you guys in a bit whether or not you want to remove



           23     those.  Because we don't think that they're really



           24     going to go away.  We -- in fact, I checked with



           25     Captain Chang, the port captain for Evergreen, the
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            1     other day, and he sent me an e-mail saying, We hope it



            2     doesn't.  We don't think it will.



            3          So that's not.



            4  Q  I think that answers my question, then, that your



            5     revised rebuttal evidence doesn't account for that.



            6  A  That's correct.



            7  Q  Okay.  So I'm going to switch topics now.



            8          In your testimony in this case, you are arguing



            9     that the current retirement needs to stay in place



           10     because you consider it a critical component of how to



           11     attract and retain pilots, correct?



           12  A  Can you point me to where I say that, that retirement



           13     attract and retain?



           14  Q  So if you look at --



           15  A  Tied together.



           16  Q  -- Exhibit IC-16T, Page 66, starting at Line 11.



           17                        JUDGE FUKANO:  What page was that



           18     again?



           19                        MS. DeLAPPE:  Page 66.



           20                        JUDGE FUKANO:  Thank you.



           21                        THE WITNESS:  Okay.



           22  Q  (By Ms. DeLappe)  And so there, you see that you are



           23     talking about attracting and retaining -- right? -- at



           24     Line 13?



           25  A  I do.
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            1  Q  And summarizing this testimony, would it be fair to say



            2     you are arguing that the current retirement needs to



            3     stay in place because it is a critical component of



            4     attracting and retaining pilots?



            5  A  It's a critical component, yes.



            6  Q  So as president of PSP, you are responsible for the



            7     financial management and stewardship of PSP and its



            8     various programs, including pilot retirement, correct?



            9  A  Yes.



           10  Q  That means you have a fiduciary responsibility for this



           11     retirement program, right?



           12  A  I don't know about the legalese of whether I have a



           13     fiduciary retirement for a PAYGO system.  We just have



           14     a requirement that we pay it when the -- but no -- no



           15     investment responsibility.  It's just pay as you go.



           16  Q  So at well over six and a half million dollars, this is



           17     PSP's single largest expense line in PSP's budget,



           18     correct?



           19  A  That is correct.



           20  Q  Unlike PSP's other expenses, every dollar of this



           21     expense goes directly to former PSP pilots or their



           22     estates.  There's no third party collecting money,



           23     correct?



           24  A  Or their spouses.  Their -- if they passed on, their



           25     spouses.
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            1  Q  And ratepayers are funding approximately $6.5 million



            2     per year in compensation to current PSP members who, by



            3     vote of the PSP members and retirees, agree to pay this



            4     as deferred compensation to former PSP pilots, correct?



            5  A  Can you point to where I say that in my testimony.



            6                        MS. CARSON:  Yeah, I'm going to



            7     object to the extent it calls for a legal conclusion or



            8     is not in his testimony.  I don't think he refers to



            9     deferred compensation.



           10                        MS. DeLAPPE:  So I can look at the



           11     BPC 2024 annual report.



           12  Q  (By Ms. DeLappe)  And you would at least agree with me



           13     that those payments --



           14                        JUDGE FUKANO:  So one moment.  I'd



           15     like to resolve the objection.



           16                        MS. DeLAPPE:  Oh.  Thank you.



           17                        JUDGE FUKANO:  So do you have a



           18     response?



           19                        MS. DeLAPPE:  Yeah.  I'm not asking



           20     for a legal opinion here.  I think that I'm asking



           21     simply for how PSP's operations work for where these --



           22     how these payments are dealt with.



           23                        JUDGE FUKANO:  Okay.  Then I'm going



           24     to sustain the objection as to the question as posed



           25     and ask to rephrase.
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            1                        MS. DeLAPPE:  Okay.



            2  Q  (By Ms. DeLappe)  Let's take this in parts.



            3          So the PSP members and retirees have agreed by



            4     vote that these payments go to former pilots, their



            5     spouses, their estates, correct?



            6  A  Ms. DeLappe, I'm not sure about the estate portion.



            7     They go to the former pilots, and if that former pilot



            8     has passed on, to that pilot's spouse.  Then if she



            9     passes on, it ends.



           10  Q  And would you disagree that it's deferred compensation



           11     to those former pilots?



           12                        MS. CARSON:  Objection.  Legal



           13     conclusion.



           14                        MS. DeLAPPE:  I am not familiar with



           15     any term of art, legal or otherwise, that I'm asking



           16     for here.



           17                        JUDGE FUKANO:  I'm going to overrule



           18     the objection.  Witness can answer, if he knows.



           19                        THE WITNESS:  I don't know.



           20                        MS. DeLAPPE:  Thank you.



           21  Q  (By Ms. DeLappe)  This retirement system is an unfunded



           22     defined benefit plan, right?



           23  A  Yes.



           24  Q  So that means PSP has no assets set aside for it,



           25     right?
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            1  A  That's correct.



            2  Q  And as PSP's president, do you know the total unfunded



            3     liability of PSP's retirement plan?



            4  A  I have not looked in the last financial report, so I'm



            5     not sure.



            6  Q  So your last financial report, who prepares that?



            7  A  Shannon & Associates.  We give it to the Pilot



            8     Commission as well.



            9  Q  And we have a lot of reports in the record that have



           10     been filed by PSP to the BPC.



           11          Is that the Commission you're referring to?



           12  A  I'm sorry.  Yes, it is.



           13  Q  And so are you saying that those reports state the



           14     present value of all future payments owed to current



           15     retirees and the amounts accrued by active pilots?



           16  A  No, I misspoke.  They -- they state the amount that we



           17     paid in a year.



           18  Q  So they do not state the total unfunded liability of



           19     the retirement plan, do they?



           20  A  That's correct.



           21  Q  But you do know what that amount would be, don't you?



           22  A  No.  I'm not an actuary.



           23  Q  PSP has hired an actuary in the past, hasn't it?



           24  A  Yes.



           25  Q  And are you familiar with any of that actuarial
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            1     analysis?



            2                        MS. CARSON:  Objection.  There is no



            3     actuarial analysis in this case.  Any references go



            4     back one or two cases earlier.



            5                        JUDGE FUKANO:  Response.



            6                        MS. DeLAPPE:  The amount of the



            7     unfunded liability for the PAYGO system is absolutely



            8     relevant to this case.  And the fact that that was



            9     calculated by PSP's own actuarial expert in the last



           10     rate case is relevant.



           11                        JUDGE FUKANO:  I'm going to overrule



           12     the objection.



           13          You may proceed.



           14                        MS. DeLAPPE:  Thank you.



           15                        THE WITNESS:  Can you repeat the



           16     question, please.



           17                        MS. DeLAPPE:  I'm tempted to ask the



           18     court reporter to do so.  Is that possible?



           19                               (Pertinent portion of the



           20                                record read by the



           21                                reporter.)



           22



           23                        THE WITNESS:  No.



           24  Q  (By Ms. DeLappe)  So as PSP's president during the last



           25     rate case, you never looked at any of the actuarial
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            1     analysis that PSP commissioned?



            2  A  So now you're asking me about the last rate case.  Not



            3     this one, not now, not currently.  I thought your



            4     question was about the actuarial currently.



            5  Q  I asked you --



            6  A  I'm not, though.  And I'm not -- I don't recall that



            7     one.  Sorry.



            8  Q  So you have no recollection of an individual by the



            9     name of Christopher Wood?



           10  A  No, I didn't say that.  But I do know Chris Wood, or



           11     "Tiff" they call him.



           12  Q  Mm-hmm.



           13          And do you know that he filed rebuttal testimony



           14     in the last rate case at PSP's direction?



           15  A  Yes.



           16  Q  And you would recognize that as Exhibit -- Cross



           17     Exhibit IC-41?  Just to say that you recognize that.



           18  A  I rec- -- excuse me.  I recognize the name.  I don't



           19     recognize the cross exhibit, Ms. DeLappe.  I'm sorry.



           20  Q  But you did know that Tiff, as you call him, filed



           21     rebuttal testimony in the last rate case at PSP's



           22     direction?



           23  A  Yes, I do know that.



           24  Q  And are you aware that, in that testimony, he stated



           25     the total liability for PSP's retirement plan?
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            1  A  Looks like he's -- did it in his rebuttal testimony on



            2     Page 5.  Is that what you're getting at?



            3  Q  Yes.



            4          And the total amount that he calculated that at



            5     was nearly 500 million, wasn't it?



            6  A  I see it as 402.98 million.  That's nearly a long ways



            7     away.



            8                        MS. CARSON:  I object to this line



            9     of questioning.  There's a exhibit that's referred to



           10     here that is not in the record and is not part of this



           11     cross-exam exhibit, CRW-9.  I think, without that, it's



           12     not possible to fully answer the question.



           13                        JUDGE FUKANO:  Response.



           14                        MS. DeLAPPE:  So I am looking at



           15     Page 5, Exhibit 41, Cross Exhibit 41.  And I'm asking



           16     about the amount that is stated at Line 20 as 495.7



           17     million, which is Page 5 as Captain Carlson noted.



           18                        MS. CARSON:  And I'll again object



           19     that this witness has no personal knowledge of this



           20     actuarial projection.  He's not an actuary.



           21                        MS. DeLAPPE:  I'm not asking for him



           22     to give any actuarial analysis about it.



           23                        JUDGE FUKANO:  So this exhibit has



           24     not yet been admitted into the record.  Do I understand



           25     now that PMSA is -- I guess I understood PMSA's
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            1     question as a question without reference to the



            2     exhibit, although the witness has now referred to it.



            3          Is PMSA intending to offer this exhibit into the



            4     record?



            5                        MS. DeLAPPE:  So, Judge Fukano,



            6     Captain Carlson did state, contrary to his lawyer's



            7     statement, that he does have personal knowledge that



            8     this particular witness did submit rebuttal testimony



            9     at PSP's direction.  And this is rebuttal witness from



           10     that same individual in that same case.  I believe that



           11     there is foundation established.



           12                        JUDGE FUKANO:  Response from the



           13     company.



           14                        MS. CARSON:  I continue to object



           15     based on foundation.  He's not an actuary.  He doesn't



           16     have the full referenced information that's in this



           17     rebuttal testimony.  So I continue to object.



           18                        JUDGE FUKANO:  I am going to sustain



           19     the objection as to the admission of this exhibit.



           20     However, the Commission will allow it to be used for



           21     cross purposes only.  And the witness may answer, if he



           22     has knowledge.  Again, the witness has testified that



           23     he's not an actuary and is unfamiliar with the



           24     calculations.



           25                        MS. DeLAPPE:  Thank you.
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            1  Q  (By Ms. DeLappe)  So the amount of 495.7 million as



            2     necessary costs to fund continuation of the



            3     pay-as-you-go pension plan for 50 years as calculated



            4     by Mr. Wood in PSP's last case on behalf of PSP, do you



            5     have any reason to believe that that is not -- was not



            6     at that time the total unfunded liability of PSP's



            7     retirement plan?



            8                        MS. CARSON:  Object to the form of



            9     the question.  Vague.  Ambiguous.



           10                        JUDGE FUKANO:  Response.



           11                        MS. DeLAPPE:  I believe it was



           12     clear, Your Honor.



           13                        JUDGE FUKANO:  I'm going to overrule



           14     the objection.  The witness can answer, if he knows.



           15                        MS. DeLAPPE:  Did that get caught in



           16     the record?  It was not very clear.



           17                        THE WITNESS:  I'm not sure.



           18  Q  (By Ms. DeLappe)  PSP has, then, no updated value



           19     performed by anyone of the retirement liability?



           20  A  That's correct.



           21  Q  So the magnitude of this open-ended liability is not



           22     known?



           23  A  We don't quite see it as open-ended.  I think the



           24     Commission doesn't either.



           25  Q  So it is a future obligation to pay retirees, right?
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            1  A  Yes.



            2  Q  And that obligation, the amount of that obligation is



            3     not reflected on PSP's balance sheet, is it?



            4  A  That's correct.



            5  Q  So participants in any retirement plan, especially a



            6     defined benefit plan, would have a legitimate interest



            7     in knowing the value of their accrued benefit for



            8     estate planning and beneficiary designation purposes,



            9     wouldn't they?



           10                        MS. CARSON:  Objection.  Foundation.



           11     Calls for a legal conclusion.



           12                        JUDGE FUKANO:  Response.



           13                        MS. DeLAPPE:  I am not asking him



           14     any legal questions.  I'm just asking him common sense



           15     questions.



           16                        JUDGE FUKANO:  I will overrule the



           17     objection.



           18          You may answer, if you know.



           19                        THE WITNESS:  Can you repeat the



           20     question, please.



           21                        MS. DeLAPPE:  Certainly.



           22  Q  (By Ms. DeLappe)  Participants in any retirement plan,



           23     especially defined benefit plan, have a legitimate



           24     interest in knowing the value of their accrued benefit



           25     for estate planning and beneficiary designation
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            1     purposes, don't they?



            2  A  Yes.  However, the beneficiary, if -- if -- for estate



            3     planning, I'm not quite sure.  Because if a pilot dies,



            4     his wife or her husband gets half.  That's as far as



            5     the planning goes.  You know what your pension's going



            6     to be.  You know what your percentage is going to be



            7     before you retire.



            8  Q  So when a pilot, a PSP pilot asks you as president,



            9     "What is my retirement going to be worth?" you can't



           10     give them a number?



           11  A  I can give them a number of what it's worth today based



           12     on their years of service and the past three years.  I



           13     can't give them an idea what it's going to be like in



           14     ten years.



           15  Q  You, yourself, are a licensed PSP pilot, right?



           16  A  Yes.



           17  Q  So when you're doing your own financial planning, you



           18     have a value that you ascribe to your retirement plan,



           19     correct?



           20  A  I have a plan, yes.



           21  Q  And you have a value you ascribe to that?



           22  A  Yes.



           23  Q  If PSP can explain the retirement value to its own



           24     members for their personal planning but doesn't provide



           25     that same information on the aggregate level in PSP's
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            1     financials, how do you reconcile that?



            2  A  I'm not an accountant, so I don't do that.



            3  Q  Now, one of your key arguments in this case is that you



            4     need a 52 percent rate increase in order to attract and



            5     retain qualified pilots because the current



            6     compensation is inadequate, right?



            7  A  Yeah, I think that's a number, yeah.



            8  Q  And the UPC study that PSP asked Lane Sisung to perform



            9     specifically excluded retirement benefits from its



           10     comparison, correct?



           11  A  That's correct.



           12  Q  And the study's stated reason for excluding the



           13     retirement was that, quote, accurately valuing pension



           14     benefits across pilot associations would require a



           15     detailed actuarial analysis to ensure apples-to-apples



           16     comparisons.



           17          In other words, it is hard to accurately compare



           18     retirement values, correct?



           19  A  That's correct.



           20  Q  So you agree with his decision to exclude benefits from



           21     his research because it's difficult, challenging to



           22     accurately judge?



           23  A  On the pension, yes.  Because of ages and actuarials



           24     for each group, it just -- it'd just be impossible.



           25  Q  So his study doesn't show how PSP retirement benefits
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            1     rank against other pilotage grounds, right?



            2  A  Yeah, I can tell you:  Lower.  But anyway...



            3  Q  You didn't conduct a formal study.  It's in the



            4     evidence in this case?



            5  A  No.  I was just trying to have a little levity.



            6  Q  Okay.  It's hard for the record to capture that.



            7          Since retirement benefits are excluded, PSP has



            8     presented no evidence from which to conclude whether



            9     these benefits attract new trainees, correct?



           10  A  Can you say --



           11                        MS. CARSON:  Objection.  Ambiguous.



           12     It's not clear what benefits you're referring to.



           13                        MS. DeLAPPE:  The question stated



           14     retirement benefits.



           15                        JUDGE FUKANO:  Will you perhaps



           16     rearticulate or rephrase.



           17                        MS. DeLAPPE:  I'm having a little



           18     trouble understanding which part was not clear.



           19  Q  (By Ms. DeLappe)  So since PSP's retirement benefits



           20     and other pilotage grounds' retirement benefits were



           21     excluded from the study, PSP has presented no evidence



           22     from which to conclude whether the benefits attract



           23     trainees, correct?



           24  A  We have not, no.



           25  Q  But in your testimony, you state that these benefits





                                                                      128

�







            1     are important attract-and-retain factors?



            2  A  They are -- listen.  When a candidate is deciding where



            3     to go, they look at the total package.  And



            4     retirement's one of them.



            5  Q  So let me see if I understand your position.



            6          You're asking this Commission to authorize



            7     ratepayers to continue funding PSP's retirement system,



            8     right?



            9  A  Yes.



           10  Q  And this is PSP's single largest annual expense?



           11  A  Yes.



           12  Q  The total liability was quantified in the last rate



           13     case, and it is growing.



           14  A  Is there a question there?



           15  Q  Is that correct?



           16  A  I didn't quite -- it is growing, yes.



           17  Q  You don't know what the current present value of that



           18     liability is?



           19  A  I do not.



           20  Q  And you can't tell your own members or any potential



           21     trainees what the actual value of the benefits of the



           22     plan are?



           23                        MS. CARSON:  Objection.



           24     Misrepresents the witness's testimony on that point.



           25                        MS. DeLAPPE:  I'm checking to see
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            1     whether I got it correct.



            2                        JUDGE FUKANO:  Overruled with



            3     respect to a request for clarification.



            4          You may proceed.



            5                        MS. DeLAPPE:  Could you clarify



            6     that.



            7                        THE WITNESS:  So we can tell



            8     trainees or applicants that we're recruiting what the



            9     retirement percentage would be per year of service.



           10     That's all we can do.



           11  Q  (By Ms. DeLappe)  So you're not able to tell potential



           12     retirees of the full value of the retirement benefits



           13     if they worked at PSP for the --



           14  A  No, they know it's a percent and a half per year of



           15     service.  That's all they know.



           16  Q  So if Mr. Sisung cannot make a comparison of retirement



           17     benefits in his study because they are too complex to



           18     compare, how is an average pilot trainee applicant



           19     supposed to evaluate and compare those benefits?



           20  A  I don't know.  That might be why we have a problem.  I



           21     don't know.



           22  Q  If the retirement cannot be evaluated by a potential



           23     applicant, it can't possibly be used as an



           24     attract-and-retain factor, could it?



           25  A  When we -- in fact, just this weekend, we had a couple





                                                                      130

�







            1     pilots go down to Women Offshore -- Women in Maritime



            2     Leadership, trying to recruit people.  I'm certain that



            3     this came up and they talked about a percent and a half



            4     a year.  You multiply that times 20 years, and you get



            5     30 percent.  I'm sure that's what -- that's what I knew



            6     it was before I became a pilot.



            7  Q  So given the effect of this unfunded liability in favor



            8     of retirees, if potential applicants knew about the



            9     retirement plan PSP has put in place, they might



           10     actually be scared away from applying to the Puget



           11     Sound, wouldn't they?



           12  A  I need to clarify something.  It was industry, PSP, and



           13     the Pilot Commission that put it into place.  Not just



           14     PSP.



           15  Q  I believe that that -- there's evidence to the



           16     contrary.  But if we skip over that part, let me read



           17     it without that part that you take issue with.



           18          Given the effect of this liability, this unfunded



           19     liability in favor of retirees, if potential applicants



           20     knew about the retirement that is in place, they might



           21     actually be scared away from applying to the Puget



           22     Sound, correct?



           23                        MS. CARSON:  Objection.  Lacks



           24     foundation as to what candidates might or might be



           25     scared away by.
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            1                        MS. DeLAPPE:  There was no objection



            2     when I asked earlier and the witness attempted an



            3     answer.



            4                        JUDGE FUKANO:  The witness, I



            5     believe, has previously stated that the retirement



            6     package is a component in attracting qualified



            7     candidates to the pilotage grounds, so I think it's



            8     within the scope of the witness's prior testimony.



            9          So the objection's overruled.



           10                        THE WITNESS:  Can you ask the



           11     question again, please.



           12  Q  (By Ms. DeLappe)  Given the effect of this unfunded



           13     liability in favor of retirees, if potential applicants



           14     knew about the retirement that PSP has in place, they



           15     might actually be scared away from applying to the



           16     Puget Sound?



           17  A  That requires me to get into the head of a future



           18     applicant.  I can't answer that question.



           19  Q  And would you say that attract and retain, as you



           20     understand it, in your testimony here, is putting you



           21     in the same situation of getting in the head of a



           22     potential applicant?



           23                        MS. CARSON:  Objection.  I just want



           24     to clarify what Captain Carlson's testimony actually



           25     says about attract and retain, because I think it's
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            1     being misrepresented here.



            2          He's talking about the kind of overnight



            3     reallocation, the removal of the pension plan would



            4     move in a way that predictably impairs Washington's



            5     ability to attract and retain.  So it's talking about



            6     completely doing away with the pension plan would



            7     interfere with the ability to attract and retain.



            8     There's a difference.



            9                        MS. DeLAPPE:  And I would say that



           10     the logical corollary is exactly what Captain Carlson



           11     has already affirmed in his testimony.  That's water



           12     under the bridge in this testimony today.



           13                        THE WITNESS:  However -- oh, I'm



           14     sorry.



           15                        JUDGE FUKANO:  I'm going to --



           16     acknowledging that that is the context of the statement



           17     in testimony, the witness has still testified in the



           18     hearing today regarding the competitive nature of



           19     certain retirement packages and the need for retirement



           20     packages to attract good quality candidates, so I



           21     believe that this is still within a reasonable scope of



           22     the witness's testimony, and so I'll overrule the



           23     objection.



           24                        THE WITNESS:  Can you ask the



           25     question again, please.





                                                                      133

�







            1                        MS. DeLAPPE:  I believe this is



            2     maybe my fourth time, and I hope it will be my last.



            3  Q  (By Ms. DeLappe)  Given the effect of this unfunded



            4     liability in favor of retirees, if potential applicants



            5     knew about the retirement plan PSP has in place, they



            6     might actually be scared away from applying to the



            7     Puget Sound, wouldn't they?



            8  A  I think the fact that they would have -- that every new



            9     pilot and active pilot would have to pay four and a



           10     half million dollars to the plan that was already in



           11     place for years would have a catastrophic effect on



           12     trainees' applications, yes.



           13  Q  And let me just state that -- well, one more question



           14     on that.



           15          Wouldn't that be a reason, then, to leave the



           16     magnitude of the unfunded obligation off PSP's books,



           17     then?



           18  A  Who would pay for it?  No, it would not be a reason to



           19     leave it off the books.  It's a promise to pilots when



           20     they become pilots.  It is a contract.  My



           21     understanding -- I'm not an attorney.  My



           22     understanding, the pilots are bound by it.



           23  Q  Now -- yes, that is interesting, given that I've



           24     received so many objections about asking you for legal



           25     opinions.  I appreciate your caveat that you're not an
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            1     attorney on that.



            2          Regarding the -- whether PSP put this in place,



            3     would just like to revisit briefly the history of that.



            4          It occurred as a settlement originally in which



            5     that was one factor of many, correct, Captain Carlson?



            6  A  I think Walt Tabler is the witness on the history of



            7     this.



            8  Q  And yet you just testified about it.  And who put it in



            9     place?  Are you now professing that you are ignorant of



           10     those circumstances?



           11  A  I'm not.  But the specifics of this are known by Walt



           12     Tabler.



           13  Q  And so you're not the witness to testify on that



           14     subject, are you?



           15  A  I think Walt Tabler is a witness.



           16  Q  All right.  Captain Carlson, I accept that you're not



           17     the witness to explain that.



           18          Captain Carlson, in your rebuttal testimony,



           19     Exhibit IC-16T, Page 3, you claim that if PMSA's



           20     funding proposal were adopted, it would trigger a,



           21     quote, destabilizing cascade of litigation and



           22     potential liquidation, correct?



           23  A  Yes.



           24  Q  And on that same page, as you stated, quote, that



           25     outcome would be catastrophic for PSP and would
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            1     severely disrupt pilotage service in Puget Sound with



            2     obvious negative consequences for the safe movement of



            3     vessels, correct?



            4  A  I did.



            5  Q  And another PSP witness, who you just referred to, Walt



            6     Tabler, testified in his testimony, Exhibit WST-01T,



            7     that PMSA's proposed tariff funding would be, quote,



            8     catastrophic and, quote, would likely trigger an unruly



            9     liquidation of the organization.



           10          Do you agree with his characterization?



           11  A  Yeah, I think so.



           12  Q  So let's look at the numbers.



           13          PSP's retirement request is for 6.8 million,



           14     correct?



           15  A  Can you refer me to the exhibit?



           16  Q  It's based on -- so Exhibit AML-03.  If you want to



           17     look at the schedule that Ms. LaRue prepared.  That's



           18     in Schedule 2.34, Cell Q85.



           19                        MS. CARSON:  The spreadsheet.



           20                        THE WITNESS:  Excuse me.



           21                        MS. CARSON:  AML-03.



           22                        COMMISSIONER RENDAHL:  Can I have a



           23     minute to find that, please, and could you repeat that



           24     reference.



           25                        MS. DeLAPPE:  It's in Exhibit AML --
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            1                        MS. CARSON:  It's AML-03.  Yep.



            2     AML-03.



            3                        MS. DeLAPPE:  03.  Schedule 2.34.



            4     And it's in Cell Q85.



            5                        MR. STARKEY:  Clarify specifically



            6     where.



            7                        MS. DeLAPPE:  Yeah.  Cell Q85 and



            8     Schedule 2.3.  Let's see.



            9                        JUDGE FUKANO:  2.34, yes.



           10                        MS. DeLAPPE:  Yes, 2.34.  I'm sorry.



           11                        MR. STARKEY:  2.34.  Then which



           12     cell --



           13                        MS. DeLAPPE:  Q85.



           14  Q  (By Ms. DeLappe)  Are you with me?



           15  A  Yep.  Yes.



           16  Q  Okay.  So PSP's retirement request is for approximately



           17     6.8 million, right?



           18  A  Yes.



           19  Q  Staff's retirement recommendation is for approximately



           20     4.5 million, correct?



           21  A  Yes.



           22  Q  And PMSA's retirement recommendation is for a little



           23     over two million, correct?



           24  A  I haven't done that math in a while, but you're saying



           25     36,000 times 56?  Is that what you're saying?
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            1  Q  It's in Exhibit MM-70, if you'd like to refer to it.



            2  A  Yeah, well, 36,000 times 56 is a little over two



            3     million.



            4  Q  Thank you.



            5          So you're not actually testifying, that if the



            6     revenue requirement is lower than what PSP is



            7     requesting by 2.2 million or 4.8 million, that that



            8     would result in a destabilizing cascade of litigation



            9     and potential liquidation, are you?



           10  A  I am.  4. whatever -- $4.8 million is a lot to put on



           11     the back of 56 pilots who thought they were having a



           12     pretty stable retirement looking ahead.



           13  Q  So you're saying that PSP is going to liquidate its



           14     entire business if individual pilots are asked to begin



           15     contributing to their own retirement accounts?



           16                        MS. CARSON:  Objection.



           17                        THE WITNESS:  I think it's --



           18                        MS. CARSON:  Misrepresents the



           19     witness's testimony.



           20                        JUDGE FUKANO:  Response.



           21                        MS. DeLAPPE:  It's a completely



           22     faithful representation of the corollary of what he is



           23     stating, and I'm only asking him to state whether he



           24     agrees with the corollary.



           25                        JUDGE FUKANO:  The witness's
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            1     testimony does refer to liquidation.  So I will -- I



            2     will overrule the objection, but perhaps rephrase to



            3     refer to the witness's statement.



            4                        MS. DeLAPPE:  Thank you.



            5  Q  (By Ms. DeLappe)  So, Captain Carlson, you stated that



            6     if the revenue requirement is -- does not include the



            7     2.2- or $4.8 million of -- that you are requesting,



            8     that you would -- that PSP is going to liquidate its



            9     entire business, correct?



           10  A  No.  I didn't testify to that in writing.  I said



           11     trigger a destabling effect, cascade of litigation,



           12     which it would.  People would be suing like crazy.  And



           13     possible litigation.



           14  Q  Liquidation.



           15  A  Potential.



           16  Q  And so this cascading litigation would occur because



           17     pilots are being asked to contribute to their own



           18     retirement accounts?



           19  A  They would be contributing to somebody else's



           20     retirement account, not theirs.  This is past



           21     obligations.



           22  Q  Let's talk about your comment that they would have



           23     obvious -- that this would have obvious negative



           24     consequences for the safe movement of vessels.



           25          So contributing -- the pilots having a part in
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            1     contributing toward their own retirement plan would



            2     lead to those obvious negative consequences?



            3  A  Can you please tell me what line that's on.



            4  Q  It's in your testimony that we discussed a couple of



            5     minutes ago, at Exhibit IC-16T, Page 3.



            6  A  What line?



            7  Q  It's on a little further down from -- let's see -- from



            8     where we talked about your cascade of litigation.  So



            9     let me pull that up.



           10          So I have that as Line 9.



           11  A  Okay.  So, and then the question.



           12  Q  So if pilots had to contribute towards the retirement



           13     plan, their own retirement plan at PSP, you say that



           14     will have obvious negative sequences for the safe



           15     movement of vessels, right?



           16  A  It depends on the amount that they have to contribute.



           17     As per your submission, as per Captain Moore's



           18     submission, that would cause problems here because



           19     pilots -- pilots will contribute to their plan.  They



           20     just -- the amount of $4 million is ridiculous when



           21     they were promised other amounts of money.



           22          So what would happen?  Younger pilots would leave



           23     the system.  Younger pilots would go somewhere else.



           24     What would happen?  Then the older pilots would be left



           25     to -- or middle-aged or whatever.  We'd have a shortage
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            1     of pilots.  That shortage of pilots would cause safety



            2     issues, yes.



            3  Q  You personally would never purposefully place a vessel



            4     that you're piloting in an unsafe condition based on



            5     how much that vessel is lawfully paying under a



            6     Commission-approved tariff, would you?



            7  A  Of course not.



            8  Q  Nor would you expect anything less of your pilots?



            9  A  Of course not.



           10  Q  So let's look at Exhibit -- Cross Exhibit 45.  IC-45.



           11  A  Yeah.



           12  Q  That shows a productivity table that you submitted with



           13     your rebuttal testimony in the last rate case, right?



           14  A  Yes.



           15  Q  And you testified on that same page, quote, if the



           16     efficiency measures are increasing the number of



           17     pilotage assignments that a pilot can perform during



           18     their on-watch duty cycle, then these measures are



           19     doing their job.



           20  A  Yes, I did.



           21  Q  So if you could turn now to cross Exhibit 47.  IC-47.



           22          That's an excerpt from the hearing transcript in



           23     the last case.



           24  A  Okay.



           25  Q  Okay.  At the start of the highlighted text on that
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            1     page, you testified that the table was intended to show



            2     on-watch efficiency improvements, right?



            3  A  Yes.



            4  Q  And on the last page of this exhibit, at Lines 2



            5     through 7, you testified, The average on-watch



            6     assignments, which is key to improving efficiency, have



            7     increased substantially in 2022 versus 2020 -- excuse



            8     me -- 2019, and those are due to a lot of the



            9     efficiency measures we implemented as a result of



           10     Order 09, right?



           11                        MS. CARSON:  Can I get clarification



           12     what exhibit you're on?



           13                        THE WITNESS:  Yeah, because --



           14                        MS. CARSON:  I don't see a Page 2 to



           15     Exhibit IC-47.



           16                        MS. DeLAPPE:  Let me pull that up



           17     again.  Is it on Page 3?



           18          So I'm sorry.  That's on Page 3 of this



           19     Exhibit 47, cross exhibit.



           20                        THE WITNESS:  There's only two



           21     pages.



           22                        JUDGE FUKANO:  I'm seeing --



           23                        MS. DeLAPPE:  So is there a



           24     numbering issue?



           25                        JUDGE FUKANO:  I'm seeing transcript
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            1     pages for Pages 342 and 343 for this exhibit.



            2                        MS. DeLAPPE:  Yes.  And I'm on



            3     Transcript Page 343.



            4                        MS. MULLINS:  Is that 46X?



            5                        JUDGE FUKANO:  This is 47X.  IC-47X.



            6                        MS. MULLINS:  47 and 46 might be



            7     switched.  46 is the three-pager.  47 is the two-pager.



            8                        THE WITNESS:  Okay.



            9                        JUDGE FUKANO:  And the title is



           10     Redirect Testimony of Captain Carlson Regarding



           11     Efficiency, TP-225013?



           12                        MS. DeLAPPE:  Yes.



           13                        MS. CARSON:  Yeah.  So I've got it



           14     now.  It's Exhibit 46.  Is that right?  It's 47.  It's



           15     marked 46, but 47.



           16                        CHAIR RYBARIK:  The testimony is



           17     also in 46, but...



           18                        THE WITNESS:  Okay.  Can you kind of



           19     go back a little bit.



           20  Q  (By Ms. DeLappe)  So in the last --



           21                        JUDGE FUKANO:  Before we continue --



           22                        MS. DeLAPPE:  Yes.



           23                        JUDGE FUKANO:  -- I just want to



           24     note that it is noon.



           25                        MS. DeLAPPE:  Yes.
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            1                        JUDGE FUKANO:  Would there be a



            2     reasonable point to take our lunch break, either now or



            3     in the near future?



            4                        MS. DeLAPPE:  Yes.  Why don't we



            5     take it now, and then we can catch up on the exhibit



            6     confusion.  That would be great.  Thank you.



            7                        JUDGE FUKANO:  Very good.  Then we



            8     will be in recess for one hour for lunch.  We will plan



            9     to resume at approximately 1:02 p.m.  Thank you.



           10                               (Pause in proceedings from



           11                                12:02 p.m. to 1:04 p.m.)



           12



           13                        JUDGE FUKANO:  So let's be on the



           14     record.



           15          We are returning to the hearing for WUTC vs. PSP



           16     in Docket 250574.  The time is approximately 1:05 p.m.



           17     We are resuming PMSA's cross of Captain Ivan Carlson.



           18          PMSA, you may proceed when ready.



           19                        MS. DeLAPPE:  Thank you, Judge



           20     Fukano.



           21  Q  (By Ms. DeLappe)  Captain Carlson, I'm going to take a



           22     quick detour to just one question from where we left



           23     off.



           24          Would you agree that Puget Sound Pilots is not in



           25     the business of providing a return on investment to the
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            1     individual members or pilots?



            2  A  I can't answer that.  I can't speak to that.



            3  Q  And why is that?



            4  A  Because I don't understand really what you're talking



            5     about a return on -- what investment are you speaking



            6     of?  I don't know.



            7  Q  All right.  Thank you.



            8          So going back to what we were discussing before



            9     the break, you now have in front of you Exhibit --



           10     Cross Exhibit 36X, IC-36 -- excuse me -- IC-47X, the



           11     transcript pages?



           12  A  Yes.



           13  Q  Thank you.



           14          In the last rate case, you specifically testified



           15     that improving average assignment levels were a key



           16     metric to improving efficiency, correct?



           17  A  Yes.



           18  Q  And further down on this page, which is Page 343 of the



           19     transcript and Page 3 of the exhibit, starting at



           20     Line 14, you testified that on-watch efficiency had



           21     increased about six and a half assignments per pilot,



           22     on average, between 2019 and 2022, correct?



           23  A  I'm sorry.  I must have the wrong page.  You're saying



           24     Page 343, line -- which line?



           25  Q  From Lines 14 to 18.
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            1  A  Yes, it does.



            2  Q  And you testified just a little below that, that that



            3     represented an increase of a little over 5, maybe 6



            4     percent?



            5  A  Yes.



            6  Q  That 5 to 6 percent improvement in assignments per



            7     pilot was then cited by the Commission in Order 08, a



            8     finding supporting PSP's efficiency improvement.



            9          Do you recall that?



           10  A  I don't recall the specifics other than they were



           11     saying they recognize how hard we work.  I think it had



           12     to do with other groups, comparing us to the workload



           13     of other groups as well, but I could be wrong.



           14  Q  Would you like to look?  It's Order 08, at



           15     Paragraph 300.



           16          And it states...



           17  A  Okay.



           18  Q  Okay.  The last line in that paragraph says, Captain



           19     Carlson notes that implementing these efficiency



           20     measures increased watch productivity per pilot by 5



           21     percent when comparing 2022 productivity to 2019,



           22     right?



           23  A  Okay.



           24  Q  When you increased your average assignment level by



           25     improving efficiency, you did not compromise PSP's
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            1     safety standards, did you?



            2  A  No.  We delayed more vessels, though.



            3  Q  PSP did not experience any safety incidents when it



            4     increased productivity per pilot by 5 to 6 percent



            5     then?



            6  A  I'm not sure that, just because there were no



            7     accidents, that we impinged upon safety.



            8  Q  Now, you -- we discussed already earlier today that you



            9     did not knowingly violate any rest rules, correct?



           10  A  Correct.



           11  Q  Okay.  In Exhibit IC-26, again your exhibit we



           12     discussed earlier, you showed that in 2022, pilots



           13     worked a total average assignment level of 146.71



           14     assignments.



           15          That includes both on-watch and callback



           16     assignments, correct?



           17  A  I'm sorry.  IC-26 in this case?



           18  Q  Yes.



           19  A  Okay.  Can I get to it?



           20  Q  Certainly.



           21  A  Oh, yeah.  Yeah.



           22  Q  Okay.  And that includes both on-watch and callback,



           23     correct?



           24  A  It does.



           25  Q  So, but today, your recommendation is that the
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            1     Commission abandon the average assignment level



            2     methodology, correct?



            3  A  Yes.



            4  Q  And this is the opposite of your recommendation in the



            5     last case regarding the AAL as a key efficiency metric,



            6     isn't it?



            7  A  Please show me where I said that in the last case.



            8  Q  The AAL is a key efficiency metric.  We've already



            9     discussed this today.



           10          Do you not recall?



           11  A  I think that is the average on-watch efficiency



           12     measure.  Not the AAL.  The on-watch efficiency



           13     measure.



           14  Q  So the AAL as a key efficiency metric was discussed in



           15     your testimony in the last rate case.  And we discussed



           16     that a little earlier today.



           17  A  Please give me the --



           18  Q  Do you recall that?



           19  A  No.  Please give me the reference.



           20  Q  I believe it is in Exhibit IC-45X.  Let me pull that



           21     back up.



           22          Yes.



           23  A  Yes, I see it.



           24  Q  And so you see at Line 5, or between Lines 5 and 6, you



           25     discuss that as a key metric to assess the effects of
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            1     the new efficiency measures?



            2  A  Yes.  You'll see also it says on-watch assignment level



            3     in that graph.



            4  Q  Thank you.



            5          Regarding the final orders in the last two rate



            6     cases, they established -- they discuss the fairness



            7     standard -- right? -- as requiring a balance between



            8     the economic interests of ratepayers and the financial



            9     needs of pilots, ensuring that neither side bears a



           10     disproportionate or unjustified burden, right?



           11  A  I don't know.  Can you tell me where?



           12  Q  So, for example, if you turn to Final Order 09,



           13     Paragraph 43.



           14                        MS. CARSON:  I'm going to object.



           15     This seems like legal argument rather than questioning.



           16     The order says what it says.  Doesn't need to be



           17     repeated for this witness.



           18                        MS. DeLAPPE:  It's -- it is



           19     foundation for my next line of questioning, to



           20     understand the fairness.  It's with respect to Captain



           21     Moore's testimony regarding what's fair in light of



           22     Commission precedent.



           23                        JUDGE FUKANO:  Can you identify what



           24     portion of the order you're referring to?



           25                        MS. DeLAPPE:  Yes.  Certainly.  It's
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            1     Order 09, Paragraph 43.



            2          And I'm simply discussing where it says "fair" in



            3     italics.  That "fair" means fair to the customers and



            4     to the company's shareholders.  And then down below, in



            5     this context, the customers are the shippers



            6     represented by PMSA, and in that case, PYM, and the



            7     company is PSP and its member pilots.



            8                        JUDGE FUKANO:  I'm going to sustain



            9     the objection to the question asked, but I believe the



           10     question referred to the witness's testimony where that



           11     is referring to Commission legal standard, so you



           12     may -- you may rephrase.



           13  Q  (By Ms. DeLappe)   So let's turn to Exhibit 49T --



           14     excuse me -- MM-49T, if you could, please.  And that is



           15     Captain Moore's rebuttal testimony.



           16  A  Yes.  Tr?  T.



           17  Q  Tr would be -- except it didn't get -- I don't believe



           18     it got revised.  I think it's just T.



           19  A  I have T.



           20  Q  Thank you.  And specifically Page 13, please.



           21                        JUDGE FUKANO:  And apologies.  I did



           22     just want to note for the benefit of the Zoom hearing



           23     and the recording, that if objections are made, please



           24     also activate your camera for purpose of objections as



           25     well.
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            1                        COMMISSIONER RENDAHL:  This is



            2     Commissioner Rendahl.  Could I have what page we're



            3     looking at again, please.



            4                        MS. DeLAPPE:  Exhibit MM-49T, at



            5     Page 13.



            6                        COMMISSIONER RENDAHL:  Page 13.



            7     Thank you.



            8  Q  (By Ms. DeLappe)   And so, Captain Carlson, have you



            9     reviewed this testimony?



           10  A  I looked at it.  There's a lot there.  But a lot of



           11     numbers and graphs and different things, yeah.



           12  Q  And I'm only going to ask you about a couple of pages,



           13     Page 13 and Page 14.



           14  A  Okay.



           15  Q  So walking through the table on Page 13, just want to



           16     test a few general concepts with you.



           17          When pilots do more work and -- excuse me -- more



           18     efficient -- so when they do more work and they receive



           19     higher pay, would you believe that that outcome is fair



           20     for both parties?



           21  A  No.



           22  Q  Wasn't that exactly your point in the last case when



           23     you were testifying about efficiency metrics?



           24                        MS. CARSON:  Object to this line of



           25     questioning.  It refers to the Commission has
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            1     established a structure where fair compensation to



            2     pilots moves proportionately with efficiency and



            3     productivity for ratepayers.  I don't think that



            4     correctly characterizes the Commission's determination,



            5     and I don't think Mr. -- Captain Carlson should be



            6     questioned on that.



            7                        MS. DeLAPPE:  Let me --



            8                        MS. CARSON:  This is not his



            9     testimony.



           10                        MS. DeLAPPE:  -- withdraw the



           11     question and rephrase it, if I may.



           12                        JUDGE FUKANO:  Please proceed.  And



           13     then we'll sustain the objection as to that.



           14  Q  (By Ms. DeLappe)  Captain Carlson, I'm asking you to



           15     look at Exhibit MM-49T not to accept any of this as



           16     your own opinion or your own -- that you're ascribing



           17     to your own -- to this as your own testimony.  Okay?



           18     But I would like to walk through some -- the concepts



           19     that are in the table at Exhibit -- at Lines 15 through



           20     19 just to discuss these same topics.  I believe that



           21     having the visual would be helpful.



           22          Is that okay with you?



           23          And without -- just with me.  Is that okay with



           24     you?  To walk through those concepts?  Or would you



           25     prefer to do so without any visual?
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            1  A  I don't care.



            2  Q  Okay.  So just conceptually, when pilots do more work



            3     and receive higher pay, was that not precisely your



            4     point in your testimony around efficiency in the last



            5     rate case?



            6  A  No, I don't think it necessarily was.  I think that --



            7     I was saying we should get paid for what we do, but



            8     that is within the bounds of what the Pilot Commission



            9     says we should do.  So if we should work 123 jobs, then



           10     that's what we should be paid for.



           11  Q  And so would you -- you don't agree, then, that when



           12     pilots do less work and receive lower pay, that that



           13     outcome is fair?



           14  A  It depends on what else they're doing.  You see, they



           15     don't -- we don't just move ships.  We have a ton of



           16     work going on.  Some of it's on our off time; some of



           17     it's on our on time.  It's not just moving ships.  It's



           18     an entire pilotage system that we're trying to support.



           19  Q  And what is it exactly when a vessel pays the tariff



           20     that they are -- are they -- the transaction that they



           21     are paying for is the -- it represents the pilot's



           22     work, correct?



           23  A  It rec- -- it -- it recognizes the work that's



           24     required -- that the UTC has said is required to fund



           25     the pilotage system, which is -- which goes beyond just
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            1     moving the ship.  Moving the ship is important, but the



            2     entire system, working with the coast guard, working



            3     with the Pilot Commission, all of this stuff is



            4     important.  We don't get paid for that.  But we do



            5     through -- I mean, it's part of the system as a whole.



            6  Q  So you said something important there.



            7          You said moving the ship is important, right?



            8  A  It is.



            9  Q  So workload has some relationship to the fairness of



           10     the tariffs, right?



           11  A  Yes.



           12  Q  When -- looking at the third line on that table at



           13     Line 18, when pilots do less work but earn higher pay,



           14     that outcome would be less fair to ratepayers



           15     potentially, no?



           16  A  Well, is it less fair to ratepayers for the president



           17     to not move ships but to work full-time in the office,



           18     or is it -- you know, all the different things we've



           19     got going.  These are important elements.  They're not



           20     just playing around.  We're not -- so it's all



           21     important work.  Moving the ship is the most important.



           22  Q  Let's just look at the last line, then, where, if



           23     pilots do more work, like moving ships, but receive



           24     less pay for that work, would that be unfair to the



           25     pilots?





                                                                      154

�







            1  A  Yeah, that would.



            2  Q  And so you don't see that the converse is also true?



            3  A  It depends on your definition of work.



            4  Q  But it doesn't depend on my definition of work for that



            5     last line?



            6  A  Lower pay is lower pay.



            7  Q  And that's unfair?



            8  A  You don't need a definition.  That's not fair.



            9  Q  No matter how much work the pilots do, lower pay is



           10     unfair?



           11  A  Well, pilots are on the schedule.  There's no pilot



           12     that takes himself off the schedule unless he's either



           13     using a comp day, assigned to a meeting, on earned time



           14     off, off because of a physical ailment, or just waiting



           15     for an assignment.  Those are the only reasons -- or in



           16     a meeting.  Those are the only reasons pilots are off



           17     duty or they're off -- not moving a ship.



           18          It's because -- like now, we've got some folks on



           19     our rate committee, they're here.  It's important for



           20     them to be here.  Now, they're not moving a ship right



           21     now, but they're here because it's important.



           22  Q  Captain Carlson, let's move to the next page.  And,



           23     again, I'm going to ask you to look at Lines 9 through



           24     13 only as a visual aid for you, not because you are



           25     subscribing yourself to any of this testimony.
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            1          May I proceed on that basis?



            2  A  Yes.



            3  Q  Here it states three basic assumptions about fairness



            4     taken to logical extremes.  The first one, No. 1, you



            5     see it says origin equilibrium is fair at zero AAL



            6     equals zero DNI.  So that's the premise that no work



            7     equals no pay.



            8          Would you agree that if a pilot performed zero



            9     ship assignments -- and let's take it at the



           10     aggregate -- if the pilots perform zero assignments and



           11     they receive zero pay, that that would be a fair



           12     outcome?



           13  A  It depends.



           14  Q  Let's then look at the next one.



           15          And go ahead and briefly elaborate on why that



           16     would depend.



           17          Where -- in what scenario would it be fair that



           18     the pilots perform no work -- would it be unfair if the



           19     pilots perform no work and receive no pay?



           20  A  Would it be unfair?



           21  Q  Right.



           22          In what scenario would it be unfair?



           23  A  If a pilot did no work but was, say, the president --



           24  Q  And I said pilots in the aggregate.



           25  A  So you mean all the pilots.
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            1  Q  Correct.



            2  A  Well, then you said "if a," so you're --



            3  Q  Can we look at the aggregate.



            4          If the pilots perform no work, would it be --



            5  A  If no pilot moved a ship.



            6  Q  Right.



            7  A  No pay would be appropriate.



            8  Q  Okay.  So let's look, then, at No. 2.  Compensation is



            9     unfair at zero AAL and 800,000 DNI.



           10          So, again, taking this as an average of all the



           11     pilots, if there was no work done by any of the pilots,



           12     but they received that type of high pay, would that



           13     be -- would you agree that's unfair?



           14                        MS. CARSON:  Objection.  This all



           15     calls for speculation.  None of this is realistic.



           16                        MS. DeLAPPE:  I started the entire



           17     discussion by explaining to Captain Carlson that this



           18     was the basic assumptions we already discussed taken to



           19     logical extremes and if he was all right with



           20     proceeding, and he said he was.



           21                        JUDGE FUKANO:  I will overrule the



           22     objection.  But we should not dwell too long in this



           23     hypothetical.



           24                        MS. DeLAPPE:  Thank you.  I'm trying



           25     to make quickly through it.
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            1  Q  (By Ms. DeLappe)  So would you agree that that would be



            2     unfair, Captain Carlson?



            3  A  If no pilot moved any ship.



            4  Q  Yeah.



            5  A  And we received $800,000 per pilot.



            6  Q  Yeah.



            7  A  It would not be fair.



            8  Q  Thank you.  And then just the last one really quickly.



            9          That's the opposite, right?  That if workload is



           10     unfair at -- if a pilot worked every day of the year,



           11     365 AAL, and received no DNI?



           12  A  If every pilot worked 365 shifts, it would not be fair.



           13  Q  So somewhere between the extremes of two and three lies



           14     a spectrum of fairness.



           15          Would you agree?



           16                        MS. CARSON:  Objection.  Lacks



           17     foundation.  Hypothetical.  Ambiguous in terms of what



           18     exactly you're talking about.



           19                        JUDGE FUKANO:  Response.



           20                        MS. DeLAPPE:  I can withdraw that



           21     question.



           22                        JUDGE FUKANO:  Sustained and



           23     withdrawn.



           24  Q  (By Ms. DeLappe)   Let's turn to your own testimony,



           25     Captain Carlson.
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            1          In Exhibit IC-01T, at Page 17.



            2                        JUDGE FUKANO:  And would you just



            3     give the Commissioners just a minute to --



            4                        MS. DeLAPPE:  Certainly.



            5                        JUDGE FUKANO:  -- find that exhibit.



            6          That's IC-01, at Page 17?



            7                        MS. DeLAPPE:  Yes.



            8                        JUDGE FUKANO:  Thank you.



            9                        THE WITNESS:  Excuse me.



           10  Q  (By Ms. DeLappe)   And so at around Lines 13 through



           11     the end of that page and on to the next page, you



           12     testify regarding the legislative changes to



           13     eligibility criteria to take the entrance exam for



           14     pilot applicants, correct?



           15  A  Yes, I did.



           16  Q  And you stated that, before SSB 5150 was passed in



           17     2005, the eligibility criteria to sit for the Puget



           18     Sound pilot exam created a barrier limiting whether



           19     pilot trainees could be recruited from across the



           20     country, right?



           21  A  Correct.



           22  Q  Since 2005, any qualified mariner, anywhere in the



           23     country, can apply to be a trainee in the Puget Sound



           24     just as easily as a local candidate, correct?



           25  A  Can you rephrase that, please.  I want to make sure I
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            1     have it right.



            2  Q  May I just repeat it?



            3  A  That's fine.



            4  Q  Since 2005, any qualified mariner, anywhere in the



            5     country, can apply to be a trainee in the Puget Sound



            6     just as easily as a local candidate, right?



            7  A  Yes.  But it's not to be a trainee.  It's to take the



            8     exam.



            9  Q  Very good.



           10          What do you believe the most reasonable argument



           11     was for the State of Washington to keep the local



           12     knowledge requirement in place before 2005?



           13  A  Well, I think Chuck Adams said -- or not Chuck Adams --



           14     Chuck Davis said in his testimony to the legislature:



           15     To draw from a national pool and attract the best of



           16     the best.



           17  Q  I'm actually asking the opposite question.



           18          What reason would Washington have had before this



           19     bill to have had that barrier to entry, the local



           20     knowledge requirement?



           21                        MS. CARSON:  Objection.  Foundation.



           22  Q  (By Ms. DeLappe)  Do you have --



           23                        JUDGE FUKANO:  Response.



           24                        MS. DeLAPPE:  I can rephrase.



           25                        JUDGE FUKANO:  Then sustained.  And
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            1     please rephrase.



            2  Q  (By Ms. DeLappe)   So, Captain Carlson, you



            3     participated in the advocacy for this bill, correct?



            4  A  The pilots did.  I was not a pilot at that time.  I was



            5     on the other side.



            6  Q  Mm-hmm.



            7          But you're familiar with what occurred around this



            8     bill?



            9  A  Yes.



           10  Q  Do you have any idea why the legislature had previously



           11     had a local knowledge requirement for taking the exam?



           12  A  No, I do not.



           13  Q  So you have no insight into any basis for the rules



           14     that existed before the bill changed it?



           15                        MS. CARSON:  Objection.  Asked and



           16     answered.



           17                        JUDGE FUKANO:  Response.



           18                        MS. DeLAPPE:  I'm just seeking to



           19     clarify and test the last question and answer.



           20                        JUDGE FUKANO:  I am going to sustain



           21     the objection.  The witness did answer the question.



           22  Q  (By Ms. DeLappe)  So before SSB 5150, these application



           23     requirements created barriers that were effective at



           24     excluding potential trainees who weren't local,



           25     correct?
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            1  A  I'm not sure if it excluded all the trainees who



            2     weren't local.  Because if somebody had come and rode



            3     pilotage trips, they could take the exam, but it made



            4     it harder.  It made it extremely hard before.



            5  Q  Other pilotage grounds may also in their way make it



            6     hard, as you say, for potential applicants from other



            7     parts of the country, correct?



            8                        MS. CARSON:  Objection.



            9                        THE WITNESS:  I can't answer that.



           10  Q  (By Ms. DeLappe)  You did not analyze other pilotage



           11     grounds' application criteria to know if they have --



           12     if they apply local knowledge barriers of any kind to



           13     the application criteria?



           14  A  I did not.



           15  Q  Mr. Sisung's study regarding other pilotage grounds did



           16     not include any analysis of that kind, did it?



           17  A  You'll have to ask Mr. Sisung.  I can't speak to what



           18     his testimony said.



           19  Q  So you don't have any knowledge that -- or evidence



           20     that you're aware of of the types of local preference



           21     barriers that may be in place for entry to pilotage



           22     ground training programs elsewhere in the country?



           23  A  I do not.



           24                        MS. DeLAPPE:  I have no further



           25     questions.  Thank you.
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            1                        JUDGE FUKANO:  Thank you.



            2          Any redirect for this witness?



            3                        MS. CARSON:  Yes, Your Honor.  Just



            4     one minute.



            5                        JUDGE FUKANO:  Certainly.



            6



            7                       REDIRECT EXAMINATION



            8     BY MS. CARSON:



            9  Q  Captain Carlson, Ms. DeLappe asked you about a



           10     statement in your testimony that there is not a role



           11     for AAL, or the average assignment level.



           12          Can you elaborate on what your concerns are with



           13     the average assignment level?



           14  A  Yes.  The AAL is a backward look.  It looks at what



           15     happened in the past.  It looked at -- it's going --



           16     it's averaging assignments when there was a different



           17     assignment level with our rate set by our regulatory



           18     body.  It's very much the same as Scott Sevall's



           19     testimony where Scott Sevall said it would be



           20     inappropriate to use an AAL for the revenue requirement



           21     because that's a backward look.  Same is true as with



           22     the AAL as far as number of pilots.



           23  Q  Captain Carlson, can you elaborate why in this case



           24     that is particularly important in terms of the AAL and



           25     changes to the target assignment level?
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            1  A  Yes.  Because the Pilot Commission set the number of



            2     pilots based upon what they felt was the best metric,



            3     and so the Pilot Commission is -- is authorized for 60.



            4     Now, that could change.  They're going to set the new



            5     number at the May Pilot Commission meeting.  So when



            6     they set that number, it could be 59.  It could be 61.



            7     It could be 60.  Somewhere in there.  So that's the



            8     number we're going to seek to be funded.



            9          Because the Pilot Commission is going to keep



           10     licensing them.  Whether you fund them or not, the



           11     Pilot Commission will keep licensing until they get to



           12     the authorized number.



           13  Q  Okay.  So you talked about the authorized number of



           14     pilots and that the Board of Pilotage Commission has



           15     set it at 60.



           16          Can you elaborate what that's based on?



           17  A  Yeah, so there were -- the Pilot Safety Committee is



           18     made up of pilot Commissioners, stakeholders.  Mike



           19     Moore sits on that committee.  I sit on that committee.



           20     Another pilot who's a voting member sits on that



           21     committee.  Another industry person who's a voting



           22     member sits on that committee.



           23          During a course of four meetings, intense



           24     meetings, we worked out what the target assignment



           25     level should be based upon these different metrics.
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            1     And so then we went to the Pilot Commission.  The



            2     committee made a recommendation at the next Pilot



            3     Commission meeting in June of 2024 to set the number



            4     of -- the TAL number of 123.  That was voted on



            5     unanimously.  Two -- two shipping commissioners voted



            6     in the affirmative.  And, of course, everybody else



            7     voted in the affirmative.



            8          And so then -- is that what you were looking for,



            9     the answer?  Or -- I can go further if --



           10  Q  Fine.



           11  A  Yeah.



           12  Q  So I think you mentioned that PMSA has a representative



           13     on the Pilot Safety Committee; is that right?



           14  A  Yes.  Captain Moore.



           15  Q  Captain Moore.



           16          What was Captain Moore's view of the Pilot Safety



           17     Committee changing the target assignment level?



           18                        MS. DeLAPPE:  And objection in terms



           19     of outside of the scope of the direct examination.  I



           20     did not ask anything about the safety committee and



           21     certainly not about individuals' discussions during



           22     that committee meeting.



           23                        JUDGE FUKANO:  Response.



           24                        MS. CARSON:  There was discussion



           25     about the target assignment level and why average
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            1     assignment level should be the metric, so I think it's



            2     important to clarify why target assignment level was



            3     reset by the Pilotage Commission.



            4                        MS. DeLAPPE:  May I add one more



            5     point?



            6                        JUDGE FUKANO:  Yes.  Proceed.



            7                        MS. DeLAPPE:  Captain Moore will be



            8     testifying, and I don't understand the point of asking



            9     Captain Carlson to testify about what Captain Moore



           10     said.  I think Captain Moore is in the best position to



           11     answer any questions along those lines.



           12                        JUDGE FUKANO:  I will sustain the



           13     objection.  I think that the -- the voting of Captain



           14     Moore goes beyond sort of the general discussion of AAL



           15     versus TAL.



           16                        MS. CARSON:  Okay.  Thank you.



           17  Q  (By Ms. Carson)  Captain Carlson, so what was the



           18     reason for reducing the target assignment level?



           19  A  The reason for reducing the target assignment level --



           20     I mean, I'm going to -- please forgive me, but I'm just



           21     going to give you just a little bit of history here.



           22          In 2019, they set the number of pilots at 56.  We



           23     had new rest rules that were being established by the



           24     Pilot Commission, and they set the number of pilots at



           25     56.  But at that time, that would have represented a
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            1     TAL of 127.  The Commission refused to set a TAL at the



            2     time, though, so they just said, No, it's 56 pilots.



            3     We're not going to worry about the TAL.



            4          So -- so then -- then we fast-forward.  We get



            5     close to 56.  But we're in the middle of a rate



            6     hearing.  So -- and the commissioner, the commission



            7     chair, Sheri Tonn, and the executive director sat on



            8     the other side of the ex parte wall.  So she did not



            9     want to have an -065 hearing until we finish our rate



           10     case.  So -- so in January of 2024 -- I believe it was



           11     January; it could have been maybe a little bit later;



           12     took a while to really line things up, get close to the



           13     number -- we -- we asked for a -065 hearing.



           14          And then that's what they used -- they use those



           15     improved rest requirements, our efficiencies, and a



           16     number of items to adjust the TAL.



           17  Q  Thank you.



           18          So you were asked about pilots who are working



           19     much higher assignment levels.  Ms. DeLappe asked you



           20     about that.  And I believe one example was pilots were



           21     working above 135 assignments in 2024.



           22          Why do pilots work above a target assignment



           23     level?



           24  A  Pilots are can-do people.  They're good -- they were



           25     good employees.  That's how they got promoted to
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            1     captain.  They want to meet the need of industry.  They



            2     want to meet the need of the shipping industry.  They



            3     don't want to delay ships.  They don't want the



            4     president e-mailing them, saying, Hey, we need to move



            5     some ships, guys.  So we need some comp time workers,



            6     which we sometimes have to do.



            7          But they move ships.  And -- and some of them are



            8     better than others at moving ships.  Some of them have



            9     family issues, that they have a sick kid or something.



           10     They can't move them.  So that's kind of the way it is



           11     with -- that's why those numbers get up to where they



           12     do.



           13          But the 123, the Commission has said it's a target



           14     to be met, not exceeded.  Now, it is exceeded often,



           15     but it is a target to be met.



           16  Q  Thank you.



           17          Okay.  You were asked some questions regarding



           18     IC-37X, which is your letter in July of 2024 to the



           19     Board of Pilotage Commissioners.



           20          Now, when you were being questioned, you mentioned



           21     that the BPC didn't do what you recommended.



           22          What did you mean by that?



           23  A  Excuse me.  We had recommended they -- two different



           24     things.  We had recommended that they fund -- or that



           25     they authorize 62 pilots to try to get the comp days
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            1     burned down a little bit.  But then we also requested



            2     that they -- or we had suggested that they allow for 5



            3     percent callback job ratio.  So, in other words, you --



            4     you can work 123 jobs, but if you want to, you can work



            5     an extra six jobs.



            6          The Pilot Commission said that that's not going to



            7     be a requirement, and so that was why they didn't do



            8     what we had suggested.



            9  Q  You mentioned that there is ongoing discussions about



           10     this.



           11          What's the process that's going on now?



           12  A  Well, like I just mentioned, in May, I'm hoping that



           13     they'll set a number -- in fact, I know they're going



           14     to set a number of pilots authorized in May.  It could



           15     be anywhere from 59 to 61.  I don't know what it's



           16     going to be.  That's what I think.



           17  Q  Have the pilots been understaffed in the past?



           18  A  Oh, man.  In the last -- well, in the last ten years,



           19     we've been under -- understaffed by -- in the number of



           20     pilots.  I haven't actually counted the number of



           21     pilots we've been understaffed.  But in the last ten



           22     years, we've been understaffed 90 percent of the time.



           23  Q  What's that based on?  How are you --



           24  A  That's based on --



           25                        MS. DeLAPPE:  I'd like to object to
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            1     this line of questioning.  I did not ask about staffing



            2     levels in terms of the number of pilots and going back



            3     over the course of ten years.  It's outside of the



            4     scope of my cross-examination.



            5                        JUDGE FUKANO:  Response.



            6                        MS. CARSON:  So he was asking about



            7     pilots working above the target assignment level, and



            8     that goes to the understaffing.



            9                        JUDGE FUKANO:  There was questioning



           10     about efficiency and number of pilots with respect to



           11     the assignment level, so I will overrule the objection,



           12     but acknowledging that this is going a little bit



           13     further, that this line of questioning should be



           14     limited.



           15  Q  (By Ms. Carson)  So I think you were discussing



           16     understaffing; is that right?



           17  A  Well, I -- yeah, we were understaffed about 90 percent



           18     of the time in the last ten years.  We're still



           19     understaffed.



           20  Q  And what are you basing that on?  What are you



           21     comparing in your understaffing?



           22  A  The number of authorized pilots.



           23                        COMMISSIONER RENDAHL:  I'm sorry to



           24     speak over, but I can't hear (videoconference audio



           25     distortion).
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            1                        JUDGE FUKANO:  Apologies,



            2     Commissioner Rendahl.  Could you repeat that.  It came



            3     through a little muffled.



            4                        COMMISSIONER RENDAHL:  I'm asking if



            5     counsel could speak into the mike more clearly because



            6     it's not coming through on Zoom.



            7                        MS. CARSON:  Sorry.  Is that better?



            8     Okay.  Apologies for that.



            9  Q  (By Ms. Carson)  Okay.  You mentioned that pilots do a



           10     lot of other work beside moving ships.



           11          Can you just elaborate on what other work is done



           12     for the benefit of the pilotage system?



           13  A  Well, we do a lot of regulatory work.  We work with the



           14     Army Corps of Engineers.  In fact, this year, we -- in



           15     '25, we -- we sent -- I think we spent four weeks in



           16     Mississippi, some of our pilots, doing a simulation



           17     study with the Army Corps of Engineers for a dredging



           18     project in the Blair Waterway.  This year -- in fact,



           19     this month -- we'll have a couple more pilots over



           20     there in Mississippi because now they want to do a



           21     study for the West Waterway in Seattle.



           22          So there's Regulatory Commission work.  There's



           23     Coast Guard meetings, meeting with BTS, safe practice



           24     meetings that we have, reference manual meetings.



           25     There's outreach.  We try to recruit.  Matter of fact,





                                                                      171

�







            1     this -- couple days ago, we had a couple pilots -- I



            2     think I mentioned earlier -- go down to California to



            3     try to recruit.  In fact, I got a text about some



            4     potential contacts.  And we just -- we just do a lot of



            5     work.  We just do.



            6                        MS. CARSON:  Thank you.



            7                        THE WITNESS:  We also come in on our



            8     off time and work extra comp days.



            9  Q  (By Ms. Carson)  You were asked some questions about



           10     your Exhibit IC-14.



           11          Do you recall that?



           12  A  Yes.



           13  Q  And that's your -- on direct testimony, that's your



           14     spreadsheet showing all the vessel assignments; is that



           15     correct?



           16  A  Yes.



           17  Q  Okay.  And it's been called into question whether or



           18     not you've complied with requirements, so I just want



           19     to run through the WAC in terms of 480-07-525,



           20     Subpart 4(m).



           21          So in Exhibit IC-14, did you show projected



           22     changes in vessel assignments?



           23  A  I did.  What I failed to do was --



           24  Q  Can you --



           25  A  Oh, I'm sorry.
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            1  Q  -- let me finish --



            2  A  I did.



            3  Q  -- asking the questions.



            4  A  Yeah.



            5  Q  Okay.  And did you show a detailed portrayal of vessel



            6     assignments for the previous 12 months along with the



            7     associated tariff and fees charged to vessel operators



            8     for pilotage service?



            9  A  I did.



           10  Q  Okay.  So sounds like you have some concerns, something



           11     you wish you would have done on your exhibit.



           12          Do you want to elaborate on that?



           13  A  Yes.  Column AP, all you need to do is -- is click on



           14     the top of that number, and you'll end up seeing that



           15     the sum is 7,460 -- 446 assignments.  The same number



           16     that Mike reached when -- in his number and the same



           17     number that Scott reached, except that Scott removed --



           18     Mr. Sevall removed the cancellations.  It was just an



           19     error on my part by not putting the sum at the bottom



           20     of that column.



           21  Q  So, Captain Carlson, did you update your vessel



           22     assignment exhibit on rebuttal?



           23  A  Yes.  IC-32.



           24  Q  What years did you use -- let's see.  Projected change



           25     in vessel assignments.
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            1          So did you update the projected change in vessel



            2     assignments?



            3  A  I did.  Yes.  I did.  And that involved removing these



            4     ATB assignments through -- now, the ATB Sea Reliance



            5     was here on a certain service string.  It was on a



            6     certain run.  It was going down to Tacoma to Targa.  I



            7     removed those 72 assignments.  There's still some ATB



            8     Sea Reliance alignments remaining, because they aren't



            9     on that service string anymore.  So they're still here.



           10     They're just on a different service string.



           11  Q  And in IC-32, did you update the detailed portrayal of



           12     vessel assignments for the previous 12 months along



           13     with the associated tariff and fees charged to vessel



           14     operators for pilotage service?



           15  A  Yes, I did.  The one exclusion was the HTW service,



           16     because we didn't know whether or not it was going to



           17     come or not.  That's why I asked Captain Chang whether



           18     or not it was going to be here next year.  He still



           19     doesn't know.  We're supposed to be going to lunch here



           20     in March, sometime here soon, and he's going to try to



           21     provide that information.



           22          There's no gain to PSP to removing -- or to having



           23     those assignments in the revenue requirement, in the



           24     revenue price-out, if they aren't going to be here.



           25     Because those assignments are worth about $500,000.  So
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            1     we would be pricing out the -- and that's at the



            2     current rate.  We'd be pricing these out at the current



            3     rate, but yet if they don't come -- so there's no gain



            4     to PSP by -- by keeping them in there.  We'd rather



            5     have them out.  We're just trying to firm up whether



            6     they should be out or not.



            7  Q  Thanks, Captain Carlson.



            8          You were also asked about the first six months of



            9     traffic in 2025 and why you didn't just double that



           10     number.  And you mentioned there was uncertainty.



           11          Can you elaborate on the uncertainty?



           12  A  Yeah.  There was uncertainty.  First, the first half of



           13     the year is always less productive than the second



           14     half.  There's always more assignments in the second



           15     half of the year than the first half of the year.



           16          But, you know, but we were also -- so we were



           17     looking for things, and we went to this Propeller Club



           18     breakfast.  Mike Jacob was there speaking.  Spencer



           19     Cohen was there speaking.  And Mike Jacob said what



           20     this -- what -- what we project for 20 -- for the



           21     future, it's anybody's guess, or who knows?  Or



           22     something like that.  I wrote it down on a -- because



           23     when Mike talks, I listen, right?  So anyway, I wrote



           24     it down.



           25          And then Spencer Cohen said he was cautiously
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            1     optimistic.  Well, to me, that means good.  But, I



            2     mean, it's maybe traffic's not going to keep dropping



            3     like it was, but that's not what happened.



            4  Q  Okay.  And you mentioned the Evergreen HTW; is that



            5     right?  Am I --



            6  A  Yeah.  That's the service I was --



            7  Q  Yeah.



            8  A  -- talking about, yeah.



            9  Q  And earlier, I think you said it was ad hoc.



           10          What is the relevance of an ad hoc service?



           11  A  Well, an ad hoc service is additional service.  It's



           12     not scheduled service.  So even though Evergreen comes



           13     in the fall, those ships typically show up in



           14     September, sometime around apple season.  And then



           15     they -- and then they're gone by now.  They're --



           16     they're gone usually by March or whatever.



           17          Because they're just there.  They're huge ships.



           18     Huge.  Biggest ones we have.  And they -- they come,



           19     they pick up apples, and then they leave.  And I forget



           20     how many vessels there were in that period, but anyway,



           21     so those are ad hoc calls.



           22          And so because they -- they're not on the string.



           23     Even though they call it an HTW, that's HTW for -- for



           24     California and other places.  It comes up here ad hoc.



           25     So a lot of times vessels will go from Asia to
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            1     California, whether it's Oakland or LA or whichever, or



            2     maybe both, and then they'll come up our way.



            3          And then when they come up our way, that's --



            4     sometimes it's a scheduled thing, but other times it's



            5     ad hoc, and that just means on a case-by-case basis.



            6     That's what...



            7  Q  Thank you.



            8          You also made reference to blank sailing.



            9          Can you elaborate on what a blank sailing is?



           10  A  Blank sailing's no good.  A blank sailing is a sailing



           11     that's on the schedule, so the Northwest Seaport



           12     Alliance, they publish a schedule on their website.



           13     It's called a rotation schedule.  And that rotation



           14     schedule shows every port, their string, which --



           15     they'll label their string -- and every port their



           16     string is -- is intending to call.



           17          And sometimes they blank those sailings.  They



           18     don't remove them from the -- from the schedule.  They



           19     just blank them.  So maybe -- you know, maybe MSC will



           20     just say, "Well, we're not calling Pier 5 this week.



           21     We're -- but we want to stay on the schedule."  So they



           22     stay scheduled for every Tuesday or whatever day it is,



           23     once a week.  But they just don't come.  That's a blank



           24     sailing.  And there was more blank sailings than there



           25     were ad hoc sailings last year.
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            1  Q  Okay.  You were also asked questions about the



            2     retirement program, the pension, the existing pension,



            3     and it was referred to as having open-ended liability.



            4          Do you view this as open-ended liability for the



            5     pay-as-you-go pension?



            6  A  I do not.  We fully intend to have the MEP fully funded



            7     and up and running -- you know, it takes, I think, 15



            8     years to fully fund it -- but up and running in January



            9     1, 2027.  We're anticipating filing a subsequent filing



           10     very soon after this case.  We're hoping by the end of



           11     '26 we'll get something from the DOL.



           12  Q  PMSA asked you about pilots contributing to their own



           13     retirement plan and what's the problem with that, in



           14     essence.



           15          Why is PMSA's proposal more complicated than just



           16     pilots contributing to their own retirement plan?



           17  A  Well, it's not just their own plan.  It's the pilots



           18     that are retired's plan too.  And so we would need to



           19     fund that.  And that right now is six and a half --



           20     whatever -- it'll be soon $6.8 million a year, and



           21     that's pilots who have already retired.



           22  Q  And what's your understanding about PMSA's proposal



           23     with respect to retired pilots?



           24  A  They don't care.  They just -- I mean, my understanding



           25     is they're saying pilots should pay for it out of their
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            1     own pocket, meaning the active pilots.



            2                        MS. CARSON:  Okay.  I have no



            3     further questions.  Thanks.



            4                        THE WITNESS:  Thank you.



            5                        JUDGE FUKANO:  Any questions from



            6     the bench for this witness?



            7                        COMMISSIONER DOUMIT:  Yes, Your



            8     Honor.  Thank you.



            9          Thank you, Captain Carlson.  A couple of



           10     clarifying questions.  A few actually.  And just go



           11     back to blank sailing.  You mentioned that it's a bad



           12     thing and it happens sometimes.



           13          Why is it that a ship will say to you, Keep us on



           14     the schedule, but blank us out?  I mean, why -- why



           15     does that happen?



           16                        THE WITNESS:  It's -- Mike can



           17     probably talk about it better than me.



           18                        JUDGE FUKANO:  Beg your pardon.



           19     Please use your microphone.



           20                        THE WITNESS:  I'm sorry.



           21          They'll do it because they -- they have customers.



           22     And they don't want to go off -- they don't want to



           23     have a nonpublished schedule.  They want a published



           24     schedule every week:  You're going get your goods here,



           25     there, or wherever.
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            1          Just because they blank a sailing doesn't mean



            2     that somebody that's ordered something from Amazon



            3     won't get it another way.  It may come -- they -- they



            4     share -- they have slot sharing.  And really seriously,



            5     Mike Jacob is the expert in this.  But they have slot



            6     sharing that they do.  So Hyundai may call Hapag-Lloyd



            7     and say, "Hey, can you -- we've got 600 containers.



            8     We're not running today, so can you grab them and take



            9     them?"  And they'll -- they kind of do it that way.  I



           10     mean...



           11                        COMMISSIONER DOUMIT:  So, in other



           12     words, the blank sailing is potentially used by another



           13     outfit.  Is that -- is that one potential?  In other



           14     words, blank sailing doesn't necessarily mean that



           15     there's -- that won't be -- that schedule won't be



           16     filled?



           17                        THE WITNESS:  No, it means the



           18     schedule won't be filled.  So a blank sailing means the



           19     ship doesn't come.  But the cargo could come on another



           20     ship that's scheduled for two days later.  But it's



           21     just a different service.  They do a lot of cargo



           22     sharing.



           23                        COMMISSIONER DOUMIT:  Okay.  Thanks.



           24     Thank you.



           25          You mentioned -065 hearings earlier.  Are you
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            1     referring to WAC 363-116-065?  Is that what those



            2     hearings are?



            3                        THE WITNESS:  Yeah.



            4                        COMMISSIONER DOUMIT:  Is that the --



            5                        THE WITNESS:  I apologize.  Yes, I



            6     am.



            7                        COMMISSIONER DOUMIT:  Okay.  That's



            8     the Pilotage Commission setting the number of pilots.



            9                        THE WITNESS:  Yes.



           10                        COMMISSIONER DOUMIT:  Okay.  And you



           11     said you can -- I haven't looked closely at the WAC.



           12     You said you could ask for one of those hearings.  And



           13     is that how -- it works on a schedule, or is it when



           14     you ask for that hearing?  Or how is that --



           15                        THE WITNESS:  They are trying to get



           16     more process around it.  And I really appreciate that



           17     they're -- they're really trying to get a little more



           18     process.  They -- they have now determined that --



           19     that -- that doing it every couple years is a good way



           20     to go unless there's something really abnormal.



           21          And they decided to use the trailing 24 months



           22     rather than this up-down that's been happening for the



           23     last ten years where you got one high year, one low



           24     year, one high year, one low year.  They're wanting to



           25     just average them out.  And that's what they're going
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            1     to do here in May.



            2                        COMMISSIONER DOUMIT:  Okay.  Thank



            3     you.



            4          Your rebuttal testimony, that's IC-16T?  You have



            5     that with you?



            6                        THE WITNESS:  Yes.



            7                        COMMISSIONER DOUMIT:  At Page 5.



            8     I'm looking at Lines 10 through 12 and Footnote 9.  And



            9     this is where -- you ready for the question?



           10                        THE WITNESS:  Yes.



           11                        COMMISSIONER DOUMIT:  Was this where



           12     you -- you discuss PMSA's interchangeable use of the



           13     terms "callback days" and "comp day expense."



           14          And just so we have clarity on the record:  From



           15     your perspective, can you please define both callback



           16     days and comp day expense?



           17                        THE WITNESS:  I think it's referring



           18     to -- can I read the footnote for --



           19                        COMMISSIONER DOUMIT:  Sure.



           20                        THE WITNESS:  -- a sec?  Yeah.  Ah,



           21     shoot.  Can I read the reference?  See, I think he



           22     just -- we just -- there's just so much here --



           23                        COMMISSIONER DOUMIT:  However you



           24     want to answer.  I'm just asking if you can define



           25     those two terms for me.  For us.
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            1                        THE WITNESS:  Callback days are



            2     callback days.  Those are -- those are days that pilots



            3     can use however they want.



            4          Callback expense -- comp day expense --



            5                        COMMISSIONER DOUMIT:  Yeah.



            6                        THE WITNESS:  -- is a day that has



            7     to be recorded.  We are required now and we're okay



            8     with the GAAP accounting for the comp days.  But that's



            9     a difference between that, and so I'm not sure if that



           10     was a typo or -- or not on my part.



           11                        COMMISSIONER DOUMIT:  Okay.  Let's



           12     ask, go a little bit deeper with that question maybe.



           13     This will help refine.  In Footnote 9, you state the



           14     callback days are a component of comp day expense.



           15          Aside from callback days, what other expenses are



           16     contained, if any, in comp day expense?



           17                        THE WITNESS:  Commissioner Doumit --



           18                        COMMISSIONER DOUMIT:  Yeah.



           19                        THE WITNESS:  -- I'm not quite sure



           20     what this is referencing to.  My nerves have kind of



           21     gotten me right now.



           22                        COMMISSIONER DOUMIT:  Don't worry.



           23     Don't worry.  Yeah, I guess I'm just trying to --



           24                        THE WITNESS:  I'm kind of center



           25     stage.
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            1                        COMMISSIONER DOUMIT:  What's that?



            2     Oh, you're doing great on center stage.  Don't worry.



            3          So if you -- if you don't know, that's okay.  We



            4     can -- we can also send a bench request subsequently to



            5     clarify.



            6                        THE WITNESS:  Please do.  That would



            7     be good.



            8                        COMMISSIONER DOUMIT:  Okay.  Great.



            9                        MS. CARSON:  Commissioner Doumit,



           10     there's also testimony from Ann LaRue on --



           11                        COMMISSIONER DOUMIT:  Yeah.



           12                        MS. CARSON:  -- this point, so you



           13     might --



           14                        COMMISSIONER DOUMIT:  Okay.  Great.



           15                        MS. CARSON:  -- refer to her.



           16                        COMMISSIONER DOUMIT:  Great.  Thank



           17     you.  Thanks.



           18          Is there -- next question.  Is there any penalty



           19     to a pilot or to PSP if a pilot performs more



           20     assignments than the BPC target assignment level?



           21                        THE WITNESS:  No.



           22                        COMMISSIONER DOUMIT:  Okay.  And can



           23     you please provide an update on PSP's current pilot



           24     account as well as the anticipated number of hires and



           25     retirements during the rate year?
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            1                        THE WITNESS:  So this would be until



            2     June of -- or until, yeah, July 1, or whatever, of



            3     2027?



            4                        COMMISSIONER DOUMIT:  Yes.



            5                        THE WITNESS:  In a bench request,



            6     or...?



            7                        COMMISSIONER DOUMIT:  No, I mean --



            8                        THE WITNESS:  Right now?  Well, I



            9     think we'll be -- I think we'll be at either -- if the



           10     Commission authorizes 60 pilots, we'll either be at 59



           11     or 60.



           12                        COMMISSIONER DOUMIT:  And then the



           13     anticipated number of retirements.  Does that -- so



           14     that total you just gave, you're calculating --



           15                        THE WITNESS:  Balancing.



           16                        COMMISSIONER DOUMIT:  -- the number



           17     of hires and retirements?



           18                        THE WITNESS:  Yes.



           19                        COMMISSIONER DOUMIT:  Okay.  Can you



           20     please clarify what is the final projected assignment



           21     number that PSP proposes to use in determining tariff



           22     rates?  We talked about this a lot.  And so what's --



           23                        THE WITNESS:  Yeah, I'm -- in terms



           24     of rates, I think it's going to depend on what Mike



           25     Moore's testimony is by the time Sheree gets done
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            1     asking the question.  But we're going to see about



            2     whether or not he supports removing the HTW service



            3     from the revenue requirement.  If he does, then we'll



            4     revise the -- the number of assignments.  If he



            5     doesn't, then we'll keep the number at 7,114.



            6                        COMMISSIONER DOUMIT:  So that's the



            7     only variable you see at the moment?



            8                        THE WITNESS:  Yes.



            9                        COMMISSIONER DOUMIT:  Okay.  Couple



           10     of questions following up on the retirement.



           11          So you testified that you're -- although you're



           12     not aware of the total liability at the moment anyway,



           13     would you agree that the current pay-as-you-go system



           14     is unsustainable?



           15                        THE WITNESS:  Yes.



           16                        COMMISSIONER DOUMIT:  Okay.  Do you



           17     recognize that the longer it takes to resolve the MEP



           18     issue, the more ratepayers are at risk for funding



           19     pilot pensions?



           20                        THE WITNESS:  Well, yeah.  They've



           21     been doing it for a long time, but, yes, I -- I do



           22     recognize there's a risk there.



           23                        COMMISSIONER DOUMIT:  How long



           24     should we, the Commission, wait for PSP to resolve the



           25     pension issue?  That essentially is asking how long
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            1     should we wait for the Labor Department letter of



            2     determination.



            3                        THE WITNESS:  Commissioner Doumit,



            4     we're taking our advice from our attorney on this



            5     issue.  He's here.  And I'm sure he would be the best



            6     one to answer that.



            7                        COMMISSIONER DOUMIT:  I'm not asking



            8     necessarily how long it will take.  I'm saying how long



            9     do you think that we should wait?  How long can we wait



           10     in this limbo essentially?



           11                        THE WITNESS:  Until I retire.



           12          So the -- I don't know.  I think the DOL will come



           13     back within the year, and we'll -- I really believe



           14     that we'll be filing within the year for a defined



           15     benefit -- a multiple employer plan.



           16          Now, whether we file without DOL, without DOL



           17     weighing in or not, if that's required, we can possibly



           18     do that.  That's -- I could be speaking out of turn



           19     here.  I'm not sure.



           20                        COMMISSIONER DOUMIT:  So should the



           21     Commission set a time frame by when PSP needs to



           22     determine which direction it wants to go on pensions if



           23     there is no word from the labor department?



           24                        THE WITNESS:  Yes.



           25                        COMMISSIONER DOUMIT:  You mentioned
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            1     a year.  Okay.



            2                        THE WITNESS:  Yes.



            3                        COMMISSIONER DOUMIT:  All right.



            4     Great.  Thank you.  Thank you.  Nothing -- nothing



            5     further from me.



            6          Any follow-up from my colleagues?



            7                        CHAIR RYBARIK:  Just one quick



            8     follow-up on where Commissioner Doumit started, which



            9     is on the blank -- blank sailing.



           10          And I think I heard you say there is more blank



           11     sailing than ad hoc sailing currently; is that correct?



           12                        THE WITNESS:  That's correct.



           13                        CHAIR RYBARIK:  And did I also hear



           14     you say there's an increase in blank sailing in the



           15     last year?



           16                        THE WITNESS:  Well, I don't think I



           17     said that, but I think that's probably true, yeah.



           18                        CHAIR RYBARIK:  And what would you



           19     attribute that to?



           20                        THE WITNESS:  Trump tariffs, I



           21     think.  I mean, this is what we're hearing anyway.  I



           22     mean, every morning, I'll look at Journal of Commerce.



           23     Comes in my e-mail every morning.  And I look for a



           24     bright spot.  And they -- they sit -- and they -- you



           25     know, there's legislation that Trump has tried to get
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            1     others to sign onto.  And there's tariffs.  And then



            2     he's -- and in the Supreme Court, they rule -- they



            3     strike down his tariffs, and then he comes up with



            4     these other ones.



            5          So these have an impact on shipping.  And we can



            6     see it.  But it's not just shipping.  Then, in turn,



            7     then they have an impact on the economy.  I mean, you



            8     guys know this more than I do.  But -- and when the



            9     economy goes down, I mean, people don't buy new cars.



           10     They don't need new TVs, or whatever it is.  Shipping



           11     slows down.



           12                        CHAIR RYBARIK:  Thank you.



           13                        THE WITNESS:  Yeah.



           14                        JUDGE FUKANO:  Anything further for



           15     this witness?



           16          Thank you very much.  You are excused.



           17                        THE WITNESS:  Thank you.



           18                               (Witness excused.)



           19



           20                        JUDGE FUKANO:  It is currently 2:15.



           21     Should we take a brief break before we turn to the next



           22     witness?  I think about ten -- ten minutes.



           23          Then we will be in recess for the next ten



           24     minutes.  We are off the record.



           25     ////
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            1                               (Pause in proceedings from



            2                                2:15 p.m. to 2:36 p.m.)



            3



            4                        JUDGE FUKANO:  Let's be back on the



            5     record.



            6          Good afternoon.  It is approximately 2:36 p.m.,



            7     and we are resuming cross of PSP's witnesses.  The next



            8     witness is Ann LaRue.



            9          And please raise your right hand.



           10          Do you swear or affirm the testimony that you



           11     provide today is the truth and nothing but the truth?



           12                        THE WITNESS:  I do.



           13                        JUDGE FUKANO:  And please speak into



           14     the mike.



           15                        THE WITNESS:  I do.



           16                        JUDGE FUKANO:  Thank you.



           17          Please introduce the witness, and tender them for



           18     cross.  Please note if there are any corrections to the



           19     prefiled testimony.



           20                        MS. CARSON:  Thank you, Your Honor.



           21



           22     ANN LARUE,                  having been first duly sworn



           23                                 by Administrative Law Judge



           24                                 Fukano, was examined and



           25                                 testified as follows:
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            1                        DIRECT EXAMINATION



            2     BY MS. CARSON:



            3  Q  Ms. LaRue, please state your name and title, and spell



            4     your name for the court reporter.



            5  A  My name is Ann LaRue.  Last name is spelled L-a-



            6     capital R-u-e.



            7          What else do you want?



            8  Q  And your title.



            9  A  My title.  I'm a CPA, and I'm the owner of Kalahiki



           10     Consulting.



           11  Q  Ms. LaRue, do you have before you what has been marked



           12     for identification as Exhibit Nos. AML-1T through



           13     AML-18T in Docket TP-250574?



           14  A  I do.



           15  Q  Do these exhibits constitute your prefiled direct,



           16     rebuttal, and settlement testimony and related exhibits



           17     in this proceeding?



           18  A  They do, yes.



           19  Q  Were these prepared under your supervision and



           20     direction?



           21  A  They were.



           22  Q  Do you have any corrections to any of your exhibits at



           23     this time?



           24  A  No.



           25  Q  Are your prefiled direct, rebuttal, and settlement
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            1     testimony and accompanying exhibits true and correct,



            2     to the best of your information and belief?



            3  A  Yes.



            4                        MS. CARSON:  Thank you.  Your



            5     exhibits have been admitted into evidence.



            6          Your Honor, PSP offers Ann LaRue for



            7     cross-examination.



            8                        JUDGE FUKANO:  Thank you.



            9          Commission staff indicated cross for this witness.



           10     Please proceed.



           11



           12                        CROSS-EXAMINATION



           13     BY MR. ROBERSON:



           14  Q  Good afternoon, Ms. LaRue.  How are you?



           15  A  I'm well.  How are you?



           16  Q  Doing fine.



           17          I would like to start with your opening testimony,



           18     which is Exhibit AML-01T.



           19  A  Yes.



           20  Q  And I'd like to start at Page 5.



           21          In the first paragraph on that page, you note a



           22     number of differences between PSP structure and the



           23     structures of other Commission-regulated companies,



           24     correct?



           25  A  Correct.
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            1  Q  And one of those which you list on Lines 3 to 4 is that



            2     PSP is, quote, a voluntary association of individual



            3     persons and corporations, correct?



            4  A  Correct.



            5  Q  Another listed at Lines 6 through 9 is that pilot



            6     compensation is PSP's principal expense, correct?



            7  A  Correct.



            8  Q  Does pilot compensation in the form of DNI show up on



            9     PSP's income statement?



           10  A  No.



           11  Q  Does any pilot have an entitlement -- legal,



           12     contractual, or statutory -- to the authorized DNI



           13     approved by the Commission?



           14  A  No.



           15  Q  No pilot is a PSP employee, correct?



           16  A  Not to my knowledge.



           17  Q  So PSP doesn't pay the pilots an hourly wage, correct?



           18  A  Correct.



           19  Q  And no pilot has a contract with PSP that guarantees a



           20     certain salary, correct?



           21  A  I'm sorry.  What was that?



           22  Q  No pilot has a contract with PSP that guarantees a



           23     specific salary in the form of a DNI?



           24  A  I'm not a hundred percent sure what the deal -- the



           25     deal is between the pilots and the association.  But to
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            1     my knowledge, no pilot has been guaranteed an income.



            2  Q  Okay.  So PSP just distributes money to its member



            3     entities, which are mostly S corporations, from what I



            4     understand, as it becomes available, correct?



            5  A  Not as it becomes available, no.  I would disagree with



            6     that statement.



            7  Q  What do the mechanics of that look like?  How does



            8     money flow from PSP to the pilots?



            9  A  On a periodic basis, the accountants, after satisfying



           10     all expenses, distribute the revenue remaining to the



           11     individual pilots equally.



           12  Q  To the pilot or to the members?



           13  A  The individual member pilots.



           14  Q  Okay.  I'd like to turn to Page 21 of your testimony.



           15          And between Lines 7 and 10, you describe PSP's



           16     current rates as insufficient to, among other things,



           17     provide a fair return, correct?



           18  A  Correct.



           19  Q  Does the ratemaking formula explicitly include a return



           20     component?



           21  A  The one that PSP proposed in this rate case does.



           22  Q  Does the current ratemaking formula include a return



           23     component?



           24  A  No.



           25  Q  But it does include a DNI component, correct?
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            1  A  TDNI is a factor in the current revenue requirement



            2     formula, yes.  But there is no identified return



            3     component.



            4  Q  And TDNI is just the authorized DNI multiplied by the



            5     number of pilots, correct?



            6  A  Correct.



            7  Q  Is it fair to say that DNI functions as the analog to



            8     the return on equities in other industries for the



            9     pilotage industry?



           10  A  No.



           11  Q  Does not?



           12  A  No.



           13  Q  Okay.  Does the DNI provide an incentive to control



           14     costs much in the way that the return on equity does in



           15     other industries?



           16  A  I think any business owner wants to control costs.



           17  Q  But PSP's members directly benefit when they control



           18     costs, right?  There's more DNI available for



           19     distribution?



           20  A  What's that?



           21  Q  PSP's members benefit directly when they control



           22     costs -- right? -- because there's more money available



           23     for distributable net income, correct?



           24  A  Not under the current method that we're setting rates,



           25     no.
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            1  Q  So if the pilots control costs and therefore make more



            2     money, they can't distribute more money to their



            3     members?



            4  A  Yes, if costs are controlled as you say it, more money



            5     can be distributed.  But the pilots deserve an



            6     opportunity to earn their authorized TDNI, which has



            7     not happened since the rate setting was transferred to



            8     the UTC.



            9  Q  Do they deserve an opportunity or a guarantee of



           10     making their --



           11  A  An opportunity, which they have not been granted as far



           12     as I'm concerned.



           13  Q  And that is because of a fundamental flaw in the



           14     ratemaking formula?



           15  A  I would say it would be a flaw in how the PSP's rate



           16     setting was set up in the inaugural case actually.  Not



           17     just the DNI.  But the numbers that we used in the



           18     first case were inaccurate.



           19          We used historical averages that were outdated



           20     because we didn't have information that we needed.  It



           21     takes time to assimilate to the UTC's strict economic



           22     regulation.  And PSP has been doing that for the last



           23     six years.



           24          Now we have an actual representative year of



           25     normal business for PSP, and that's why we're
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            1     requesting the revenue requirement model that we're



            2     requesting in this case.



            3  Q  If the flaws in the first case were due to the sample,



            4     why would you change the ratemaking formula now that



            5     you're acknowledging that there's a valid year?



            6  A  There's still no return.  There was no return



            7     authorized in the first case.  And every other



            8     transportation industry at the Commission is allowed to



            9     earn a return in their rates, and therefore I believe



           10     it's most fair to allow PSP a return.



           11  Q  Do any of those other industries have a payout in the



           12     form of something like DNI?



           13  A  There are -- every owner-operator or manager-executive



           14     at the businesses regulated by the Commission earn a



           15     salary.  And I think the best way to look at this is,



           16     you know, originally for transportation companies, the



           17     operating margin was used for all of them.  When it was



           18     identified that solid waste companies had such a large



           19     asset base, they were pulled together in collaboration



           20     with the Commission and determined a more fair revenue



           21     requirement model.



           22          PSP is asking for that same consideration.  We may



           23     not have 50 or more solid waste or pilot companies in



           24     Washington, but we do still deserve to earn a return



           25     for operating this regulated business, and the pilots
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            1     deserve to earn a national average compensation.



            2  Q  The question was a little more limited.



            3          It's --



            4  A  Okay.



            5  Q  -- do any of those other industries have a payout like



            6     DNI?



            7  A  I wouldn't know, because I didn't look at all of them.



            8     But I would say, to my knowledge, I don't know of any



            9     other ones at this time.



           10  Q  So in your testimony, you do talk about looking at --



           11     what is it? -- 130 other companies regulated by the



           12     Commission?



           13  A  I stated that there were about 130 transportation



           14     companies at the Commission who earn a return.  PSP is



           15     not one of them.



           16                        JUDGE FUKANO:  Apologies.  Counsel,



           17     would you speak a little closer to the mike.



           18                        MR. ROBERSON:  Apologies.



           19  Q  (By Mr. Roberson)  Okay.  That leads wonderfully into



           20     my next line of questions.



           21          So are you generally familiar with the rate



           22     filings of those other industries or those other



           23     companies?



           24  A  Generally, yes.  And some are my customers, or clients,



           25     I should say.
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            1  Q  So for the ones that you're generally aware of or who



            2     are your customers, is there a payout like DNI?



            3  A  No.  They earn a salary.  That's recovered in rates.



            4  Q  And that would be due to their corporate structures,



            5     correct?



            6  A  Yes.  But the UTC sets rates and encourages efficient



            7     management.  They're not to be dictating how companies



            8     are set up.  I don't know if one was set up



            9     differently, if they would have to be treated



           10     differently.



           11          I mean, my thing is that PSP was -- PSP's rate



           12     setting was transferred to the UTC.  PSP is set up the



           13     way it is similar to other pilotage districts, as we've



           14     heard through the other rate cases.  And I think the



           15     UTC should acknowledge that, no, they're not the same



           16     as every other transportation industry.



           17          But there are parts of it that we can use like we



           18     did in this case, bifurcating the part that is



           19     anomalous, using the part that is the same to set an



           20     operating margin, and compensate the pilots with a fair



           21     pilot compensation, at least an opportunity for them to



           22     earn a fair compensation.  That's what other



           23     transportation industries are allowed, and that's what



           24     we're asking here.



           25  Q  Okay.  But I guess the difference that we've already
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            1     discussed is those other transportation companies have



            2     those people as employees, correct?  No pilot is a PSP



            3     employee?



            4  A  Correct.



            5  Q  Do you generally pay salary to people who you don't



            6     employ?



            7  A  No.  But the pilots have been charged with operating



            8     the Puget Sound Pilot association.  So they are



            9     required to operate the association as well as move



           10     ships.



           11  Q  And their compensation for that is distributed net



           12     income, correct?



           13  A  Correct.



           14  Q  Okay.  I'd like to move on to the end of Page 12 and



           15     the beginning of Page 13.



           16  A  The same testimony?



           17  Q  Yes.  And there you explain how operating margin is



           18     calculated, correct?



           19  A  Mm-hmm.  Yes.



           20  Q  And could you just briefly explain the formula.



           21  A  The operating margin formula?



           22  Q  Yeah.



           23  A  Takes the authorized operating expenses and determines



           24     a rate of return.



           25  Q  What's the actual formula used to determine the rate of
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            1     return?



            2  A  Operating expenses divided by operating income.



            3  Q  And you're a CPA.



            4          Did you have access to PSP's books?



            5  A  Do I have access to their books?



            6  Q  Yeah.



            7  A  They have outside accountants that handle their taxes



            8     and their -- their audit.  So, no.  I deal with the



            9     accounts in house.



           10  Q  Did you ask for their books?



           11  A  Their financial statements?



           12  Q  Yeah.



           13  A  Well, I've reviewed their financial statements in



           14     putting the case together.



           15  Q  Okay.  So you have some idea of what their operating



           16     expenses sum to; is that correct?



           17  A  Their operating expenses are?  Well, yeah.  That's in



           18     AML-03 and -10.



           19  Q  And you have some idea what their income looks like,



           20     correct?



           21  A  For the test year?



           22  Q  Yeah.



           23  A  Yes.  That's in AML-03 and -10.



           24  Q  But you didn't calculate an operating margin for the



           25     pilots, correct?
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            1  A  I did calculate an operating margin for the pilots in



            2     this rate case.



            3  Q  Based on their financials?



            4  A  Based on their regulatory income statement, like is



            5     required.



            6  Q  What was the operating margin you propose giving PSP



            7     here?



            8  A  88 percent.  A 12 percent operating margin.



            9  Q  And how did you pick that number?



           10  A  We -- I evaluated the PSP's expenses over -- since UTC



           11     regulation started and determined that, after the first



           12     rate year of the first case, a 12 percent margin would



           13     have still -- it would have reduced regulatory lag, but



           14     pilot DNI would still have to be reduced to cover some



           15     of that regulatory lag.



           16          So while I believe it might -- it should be closer



           17     to 15 percent, I thought that a 12 percent would be a



           18     reasonable proposal this first time around, because by



           19     my analysis, it probably should be higher.



           20  Q  Okay.  I would like to jump back to Page 4 of your



           21     opening testimony.



           22  A  I'm there.



           23  Q  In the last Q&A on that page, you discuss staff's



           24     analysis of PSP's initial rate filing, correct?



           25  A  Correct.
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            1  Q  And in a footnote at the bottom of the page, you



            2     mention that you were a member of staff at the time,



            3     correct?



            4  A  I was.



            5  Q  And you were assigned that case, correct?



            6  A  Correct.



            7  Q  Between Lines 10 and 11, you testify that, for the GRC,



            8     staff studied the pilotage industry and its



            9     rate-setting methodologies, quote, across the nation,



           10     correct?



           11  A  Correct.



           12  Q  And are you aware of any other body that uses an



           13     operating margin when setting pilotage rates?



           14  A  No.



           15  Q  And if one had, staff probably would have found it,



           16     correct?



           17  A  I wouldn't know that.



           18  Q  Well, you were part of the staff team, correct?



           19  A  Yes.



           20          There's a lot of information to go through in the



           21     six months we had to do the case.  And while we like to



           22     think that we did the best job we can, we certainly did



           23     not do an exhaustive search of things.  And a lot of



           24     information has been gleaned since the first case.



           25  Q  Through your own individual research, or how -- how was
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            1     this information turned over, turned up?



            2  A  Through the pilot rate cases that we've had here,



            3     through my own research, through working with the



            4     pilots.



            5  Q  So when you did that independent research, did you look



            6     to see if any other rate-setting body used an operating



            7     margin like this?



            8  A  I didn't.



            9          In my testimony, I state that there's a duality



           10     here for PSP where their operating expenses should be



           11     treated and their return can be treated like other



           12     transportation companies here.



           13          We understood, I understood from the Commission's



           14     directives that they wanted PSP's rate setting to be



           15     more in line with current rate setting at the



           16     Commission and regulatory accounting standards.



           17     Therefore, my goal in submitting this rate case was to



           18     do just that.  Bifurcating DNI, TDNI, from the formula



           19     allows a national comparison which they're requesting



           20     for their compensation while allowing the operating



           21     expenses to be separated, identified, and a return set,



           22     just like in other industries.



           23          The only difference is other industries get an



           24     operating margin on salaries, officer salaries and



           25     compensation.  We're not requesting that here.  We're
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            1     excluding pilot compensation from any operating margin



            2     calculation.



            3  Q  Has the Commission recognized that the pilots are just



            4     different than other companies or industries?



            5  A  Yes.  In fact, at the workshop in July of 2024, we



            6     talked about how the pilots are a bit of a square peg



            7     in the UTC's round hole and that we've had a lot of



            8     "bring me a rock" theories with the pilots, bringing



            9     wrong information to cases, being sent away, coming



           10     back with more.  And I think that each case has gotten



           11     closer to the mark, and I believe this case is the best



           12     case yet.  But I'm biased, I think.



           13  Q  Fair enough.



           14          Could you turn back to Page 11 of your testimony.



           15  A  I'm there.



           16  Q  And so here you're describing the benefits of an



           17     operating margin, and one of the examples that you give



           18     is it will help deal with, quote, material unexpected



           19     costs, correct?



           20  A  Correct.



           21  Q  Are there other ways to deal with material unexpected



           22     costs?



           23  A  I'm sure there could be, but there are a lot -- because



           24     of PSP's dual regulation, they have to -- they have to



           25     abide by the -- by the directives of the Board of
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            1     Pilotage Commission.  So if the board says, We need



            2     you-all to do all of this training, regardless of when



            3     a rate case has been submitted, they're required to



            4     incur those expenses.



            5          If something were to happen -- regulatory lag



            6     happens to every company at the Commission, and it's



            7     expected that the further away from the rate year you



            8     get, the more that regulatory lag is.  But that has



            9     been ignored in PSP's rate cases.  They have regulatory



           10     lag.  They have no return.  So this just continues



           11     eroding pilot compensation.



           12  Q  Well, before we move on from that, the pilots have



           13     filed two two-year rate plans, correct?



           14  A  No.  The pilots were given -- the pilots in the first



           15     case, I believe, provided three rate years.  The



           16     Commission granted a two-year rate plan in



           17     Docket 190976.  In 220513, no rate plan was provided.



           18  Q  My mistake.  Okay.



           19          Turning back to the material unexpected costs.



           20     The example you just gave is BPC costs, correct?



           21  A  BPC costs.  So we had for just things that have



           22     happened since they have come on board to the UTC was



           23     obviously COVID.  Huge, long.  It went on forever.



           24     There were issues with the Alaska oil and the tankers



           25     that are coming through.  Issues with the BC pilots.
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            1     Those are all things that popped up without knowledge.



            2          The union contract came up for negotiations, and



            3     raises were provided to all the employees.  And



            4     retroactive raises were also provided.  That all had to



            5     come out of pilot compensation.



            6          So we're simply asking for the opportunity for the



            7     pilots to be able to earn their compensation while



            8     managing this business and dealing with the inevitable



            9     regulatory lag that will happen.



           10  Q  Let's split that answer into two lines of question.



           11  A  Okay.



           12  Q  The first is the BPC cost.



           13          Did the pilots ask to defer any of those costs?



           14  A  Did they ask for any of those costs?



           15  Q  Did they ask for a deferral for any of those costs?



           16  A  No.  Not that I know of.



           17  Q  The second thing that you mentioned is the union



           18     contract.



           19          Do the pilots know when they're going to be



           20     negotiating or renegotiating a contract?



           21  A  Yes, generally speaking.  However, there were some



           22     extenuating circumstances in the last case, so -- in



           23     the last time it was renewed, so -- and I wasn't privy



           24     to all of that, but it did sneak up, and I can't



           25     remember why.  Maybe someone else could.
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            1          But, but again, if there was a return component,



            2     it would be less devastating to the pilots when things



            3     like this happen.



            4  Q  And I apologize.  I'm confused by your answer.



            5          The pilots did or did not know when they would be



            6     renegotiating that contract?



            7  A  The contract was expired, I believe, when it was



            8     renegotiated, because something had happened either



            9     with COVID or something else.  So there was a delay in



           10     getting the contract renewed.



           11  Q  So it was overdue.  Okay.



           12          I would like to talk about your settlement



           13     testimony.



           14  A  Okay.



           15  Q  That's AML-18T.



           16                        MS. CARSON:  I'm going to object to



           17     this.  We have a settlement panel.



           18                        MR. ROBERSON:  I'm not even going to



           19     ask about the details of the settlement.  I just want



           20     to ask that you're aware of it.



           21                        JUDGE FUKANO:  Subject to



           22     clarification, are you maintaining your objection?



           23                        MS. CARSON:  Well, yes.  I believe



           24     that this should be addressed with the settlement



           25     panel.  I don't know what his question is.  But, yeah,
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            1     that's --



            2                        MR. ROBERSON:  I can withdraw the



            3     question.



            4  Q  (By Mr. Roberson)  There are other mechanisms that can



            5     be used to deal with costs, correct?  Like the tracker



            6     deferral?



            7  A  Sure.



            8  Q  Sure?



            9  A  Sure.



           10  Q  Okay.  And those would eliminate regulatory lag to a



           11     large extent, correct?  They would provide for timely



           12     recovery of PSP's expenses?



           13  A  So deferral, yes.  However, the expenses -- requesting



           14     deferral is one thing.  But the expenses still have to



           15     be paid.  And without a return, you're asking the



           16     pilots to pay for these expenses, request deferral, and



           17     then hopefully get -- get the monies returned to them



           18     at some future date through a rate case.  That is



           19     hardly ideal.  And to be asking the pilots to do that



           20     when you -- when the UTC asks no other companies to do



           21     this, it doesn't seem fair or reasonable.



           22  Q  The UTC doesn't ask any other company to do what?



           23  A  Give up compensation for their owners, operators, or



           24     management in order to cover regulatory lag.



           25  Q  So regulatory lag affects no other company?
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            1  A  That's exactly not what I said.



            2  Q  I'm just trying to --



            3  A  Every other company experiences regulatory lag just



            4     like PSP.  But no other company is required to reduce



            5     their employer salaries, their manager salaries,



            6     owners' or operators' salaries in order to cover that



            7     regulatory lag.  Each company has a return to help



            8     manage regulatory lag, and that doesn't exist for PSP.



            9     And that's the point that we were trying to make.



           10  Q  I'm confused.  Because, at the beginning, you told me



           11     that PSP had no employees and paid no salary.



           12          Is that not correct?



           13  A  No.  I said PSP pilots are not employees.  PSP does



           14     have employees.  They have dispatchers.  They have



           15     accountants.  They have boatmen.



           16  Q  Understood.



           17  A  So I apologize if I misunderstood your question.



           18  Q  So does PSP as an organization reduce those people's



           19     pay based on fluctuations in income?



           20  A  No.



           21  Q  So the people that would be affected would be the



           22     members, correct?



           23  A  Correct.



           24  Q  Okay.  A tracker mechanism with a forecast and true-up



           25     would deal with the concerns that you just,
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            1     expressed -- right? -- which is the -- kind of the



            2     prepayment of expenses?



            3  A  Sure.  It's an option, I guess.



            4  Q  Okay.  If we could turn back to your opening testimony.



            5     Page 11, Lines 9 through 12.



            6          There you suggest that an operating margin will,



            7     quote, possibly reduce the need for frequent rate



            8     cases, correct?



            9  A  Yes.



           10  Q  Did you run any kind of number or study that would



           11     indicate how many rate cases would have been avoided



           12     with something like what you're proposing with an



           13     operating margin?



           14  A  No.  What we are proposing in this case is to provide



           15     PSP -- we have -- we have provided in this rate case a



           16     normal representative year of expenses supported by the



           17     record.  And we're asking for a return on that and for



           18     pilot DNI, TDNI, to be benchmarked nationally.



           19          If these were to prevail in this rate case, then



           20     we would -- I feel like every single rate case, PSP is



           21     simply trying to do what the Commission said last time:



           22     Trying to do it right.  It's the wrong thing.  We'll



           23     come back.  We'll do it this way.  We'll come back and



           24     do it this way.



           25          I think this time we got it right.  So with that,
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            1     with a return, and with a fair compensation for the



            2     pilots, I do think that the need to come in every three



            3     years, or however long it's been, two or three years,



            4     would not be as such an issue, especially with a COLA



            5     was granted for the DNI.  We would love to not have to



            6     come in so often.



            7                        MR. ROBERSON:  Fair enough.  I think



            8     that's all my questions.  Thank you.



            9                        JUDGE FUKANO:  Thank you.



           10          PSP, any redirect at this time, or would you



           11     prefer to wait till the conclusion of cross to address



           12     collectively?



           13                        MS. CARSON:  I'd prefer to wait till



           14     the conclusion of cross.  Thank you.



           15                        JUDGE FUKANO:  Very good.



           16          PMSA indicated cross for this witness.  You may



           17     proceed.



           18                        MS. DeLAPPE:  Thank you.



           19



           20                        CROSS-EXAMINATION



           21     BY MS. DeLAPPE:



           22  Q  Good afternoon, Ms. LaRue.



           23  A  Good afternoon.



           24  Q  Let me start by seeing if we agree on some of the basic



           25     facts in this case.
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            1          In the Test Year 2024, the Commission authorized a



            2     revenue requirement of 41,991,181.



            3          Do you need me to give you the order citation?



            4  A  No, I just -- I'll trust you.  The PSP did provide a



            5     compliance filing, and I don't know if that number's



            6     updated for the compliance filing.



            7  Q  This is from Order 08.



            8  A  Correct.



            9  Q  Attachment A.



           10  A  Correct.



           11  Q  Line 67.



           12  A  I don't have the appendix.  No appendix.  It's fine.



           13     It's very close.  We did file a compliance filing, and



           14     it did move the number up a hair, but that's very



           15     close.  About 42 million, I believe.



           16  Q  And in the test year, 2024, PSP's actual revenues were



           17     $43,650,014?



           18  A  Okay.



           19  Q  And if you wanted to check, that's in your



           20     Exhibit AML-3.



           21  A  Mm-hmm.



           22  Q  Schedule 1.1.



           23  A  43,690,945.



           24  Q  I have that as 43,650,014?



           25  A  That's fine.  It's close enough.
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            1  Q  So that means that the tariff generated $1.6 million,



            2     approximately, in excess of the Commission's authorized



            3     revenue requirement in 2024?



            4  A  Correct.



            5  Q  So the percentage over the authorized revenue



            6     requirement was 104 percent?  It generated 104 percent



            7     of the authorized revenue requirement during the test



            8     year?



            9  A  4 percent more than what was authorized.  Okay.



           10  Q  And PSP is requesting a 52 percent rate increase based



           11     on a test year when it was already generating 104



           12     percent of its authorized revenue requirement?



           13  A  Correct.



           14  Q  The Commission affirmed a specific revenue requirement



           15     formula for maritime pilotage in both the prior



           16     dockets, correct?



           17  A  Yes.  Yes.



           18  Q  And PSP now proposes to replace that formula with a new



           19     formula that introduces a fixed 12 percent operating



           20     margin that generates approximately $2.7 million in



           21     revenue above what the approved formula would generate,



           22     correct?



           23  A  Yes, I believe that's true.  I'm not checking the



           24     calculations.



           25  Q  In Exhibit AML-10, your spreadsheet, Schedule 1.2.
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            1  A  I'm there.



            2  Q  You have your results -- your revised schedule --



            3     excuse me -- your results of operations, correct?



            4  A  Correct.



            5  Q  And if you look at Cell O10 -- excuse me -- O17, you



            6     list your proposed DNI per pilot at 729,467?



            7  A  Correct.



            8  Q  This figure does not reflect the actual total



            9     distributable net income that PSP is proposing, does



           10     it?



           11  A  The DNI?



           12  Q  The actual total distributable net income per pilot.



           13  A  Yes.



           14  Q  So isn't PSP actually proposing a net income per pilot



           15     of 774,869 in this schedule of operations?



           16  A  No.  Not to my knowledge.



           17  Q  Please go to Column N, and scroll down to Lines 98



           18     through 101.



           19  A  Which column?



           20  Q  Column N.



           21          And you'll see down there a little table.  The



           22     Column N has a heading, "Total RR," on Line 97.



           23  A  Okay.  Okay.



           24  Q  And so there you see that you are proposing a total



           25     revenue requirement of $66,775,584?





                                                                      215

�







            1  A  Correct.  Correct.



            2  Q  And total operating expenses, a couple lines down, on



            3     Line 101, of 20,283,422?



            4  A  Correct.



            5  Q  So now if you take 66.7 million, roughly, of total



            6     revenue less 20.3 million, approximately, of expenses,



            7     you get net revenue of 46,492,162?



            8  A  Yes.  But you're including the calculated operating



            9     margin in DNI.



           10  Q  Right.



           11          I'm asking you just to subtract operating expenses



           12     from revenue.  Right?



           13  A  Okay.



           14  Q  Since you're proposing 60 pilots, if you divide that



           15     46.5 million, roughly, among the 60 pilots, then that



           16     would give you, per pilot, income of 774,869, right?



           17  A  If that's how you want to do that calculation, that's



           18     fine.  But that is not how we are calculating DNI.



           19     That is an operating margin.  It is a return to cover



           20     regulatory lag and unexpected costs.  And over the last



           21     four years --



           22  Q  Ms. LaRue.



           23  A  -- a 12 percent margin would never have gone to DNI.



           24  Q  Ms. LaRue, my question was never about DNI, was it?



           25  A  You brought -- yes.  You actually asked me about DNI.
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            1  Q  You're listing --



            2  A  And then you asked me that we were requesting more than



            3     what was in my worksheet.



            4  Q  Your --



            5  A  So that's all.



            6  Q  Yeah.



            7  A  I was just trying to clarify here.



            8  Q  Okay.  So it's net income less operating expenses would



            9     provide that total distributed -- the amount that you



           10     would distribute to pilots, right?



           11  A  No.  If an operating margin was provided to the



           12     pilots -- we currently are living in a world where the



           13     pilots have no return, and revenues are distributed



           14     like we talked about earlier.



           15          But if the UTC were to grant an operating margin,



           16     PSP would accommodate that, just like they've



           17     accommodated every other directive from the Commission.



           18     Things may change.  Bylaws may change.  Tax may change.



           19     There's parties to discuss things with.  But PSP is not



           20     going to sit back and do the same thing they've always



           21     been doing.  They haven't done that yet.  They pivot at



           22     every turn, and they're committed to doing that here.



           23  Q  Ms. LaRue.



           24  A  So they can be treated fairly.



           25  Q  This is not responsive to my question.  Would you
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            1     please -- I'll move to a new question for you.



            2  A  Okay.



            3  Q  There is no evidence submitted in this case or in the



            4     testimony otherwise that supports an actual net income



            5     per pilot of 774,869; is that correct?



            6  A  No.  That's not what we're requesting.



            7  Q  That's not what I asked.



            8  A  Mm-hmm.



            9  Q  I asked whether there is any evidence --



           10  A  And I said --



           11  Q  -- supporting that --



           12  A  -- no, there isn't, because that's not what we're



           13     requesting.



           14  Q  Okay.  Thank you for answering that there is none.



           15                        JUDGE FUKANO:  Beg your pardon.  For



           16     the benefit of the court reporter, please, we should



           17     not be talking over each other --



           18                        THE WITNESS:  Okay.



           19                        JUDGE FUKANO:  -- during questions



           20     and answers.



           21                        MS. DeLAPPE:  Thank you.



           22  Q  (By Ms. DeLappe)  Ms. LaRue, if you could, please turn



           23     to Exhibit JR-10.  And this is the BPC 2024 annual



           24     report.  JR-10.



           25  A  10.
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            1  Q  If you could please turn to Page 33.



            2  A  I'm there.



            3  Q  Thank you.



            4          At the bottom of the table that's in the top half



            5     of that page, you see where it says "Annual Earnings



            6     After Deductions for Distribution to Pilots"?



            7  A  Yes.



            8  Q  And then the per pilot, at 56.5, you see that it says



            9     449,591 in the second column?



           10  A  Yes.



           11  Q  And that figure is drawn directly from PSP's 2024



           12     audited financial statements, right?



           13  A  Yes.



           14  Q  Captain Carlson's direct testimony uses that same



           15     figure as PSP's 2024 actual DNI, correct?



           16  A  Yes.



           17  Q  And he uses that to compare against other pilotage



           18     districts in the pilot compensation study, correct?



           19  A  Okay.



           20  Q  Is that an affirmative, or would you like me to direct



           21     you to the record?



           22  A  Well, I'm assuming that it's correct since you're



           23     telling me it's correct.  But I do not recall.  If



           24     you'd like me to go read the testimony now, I can...



           25  Q  That is IC-01 T.
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            1  A  All right.



            2          Page?



            3  Q  And that's at Page 11.  And start at Line 18.  It goes



            4     through 21.



            5  A  Okay.



            6  Q  So would you agree with me that he uses that number,



            7     which is at Line 21, as the basis for comparing against



            8     other pilotage districts in the pilot compensation



            9     study?



           10  A  Yes.



           11  Q  That figure is not actually the appropriate pilot DNI



           12     to use for the test year in this case, is it?



           13  A  Did you say it's not the DNI we used in the case?



           14  Q  It's not the appropriate DNI to use for the test year



           15     in this case, is it?



           16  A  I would disagree.  This says -- so there's -- first,



           17     let me -- let me clarify.  Audited financial statements



           18     are not regulatory financial statements.  Okay?  And we



           19     have to make adjustments -- every company does -- to



           20     accommodate regulatory accounting standards when it



           21     files a rate case with the Commission.  Therefore, the



           22     numbers that are produced from your financial



           23     statements may not match the numbers that we use in a



           24     rate case for the UTC.



           25          There are certain expenses that you can deduct in
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            1     your financial statements that the Commission



            2     disallows.  There are certain -- there are certain



            3     depreciation schemes you can use for financial



            4     accounting that you can't use for regulatory



            5     accounting.



            6          So we talk a lot about materiality because the



            7     numbers may not be exact, but they are precise.  They



            8     are accurate, I should say.



            9  Q  And I just want to test what I'm hearing.  But it



           10     sounds to me like we agree that the number that Captain



           11     Carlson used, that you said, testified just now is



           12     drawn from PSP's 2024 audited financial statements, was



           13     not the appropriate figure to use in this rate case for



           14     the test year by Captain Carlson in his testimony?



           15  A  The -- and this might be better for Captain Carlson or



           16     Mr. Sisung, but I believe since they are doing their



           17     compensation study based on audited financials, which



           18     is what the Commission requested, I think it makes



           19     sense to use that number comparing apples to apples.



           20     But it doesn't negate the fact that we still have to



           21     provide a regulatory format for the Commission to make



           22     its decisions.



           23  Q  It's not appropriate from a regulatory standpoint -- as



           24     you, I think, were discussing earlier -- in part



           25     because PSP's books are being calculated on a modified
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            1     cash basis, correct?



            2  A  The financial statements are modified accrual, yes.



            3  Q  And as you noted, they're not adjusted for regulatory



            4     disallowances that the Commission has applied in both



            5     prior cases, correct?



            6  A  Correct.



            7  Q  And so nowhere in your testimony do you provide the



            8     UTC-adjusted DNI, right?



            9  A  I removed actual DNI, TDNI, from pilotage fees earned,



           10     restated it out of revenues, and then pro-formed in the



           11     results from RLS-04, I believe, Mr. Sisung's exhibit



           12     for the compensation study.



           13  Q  So --



           14  A  I removed TDNI in total.



           15  Q  Is it correct that you did not provide or calculate



           16     what the actual UTC-adjusted DNI should be in this



           17     case?



           18  A  No.  I don't think I did.



           19  Q  Okay.



           20  A  Should be -- I mean, we -- okay.  We're providing a pro



           21     forma amount, but I don't think that's what you're



           22     asking for.



           23  Q  No.



           24          In both the prior cases, the Commission required



           25     that pilot medical insurance expenses be removed from
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            1     PSP's operating expenses and treated as pilot



            2     compensation, right?



            3  A  Correct.



            4  Q  And that increases the regulatory per-pilot DNI above



            5     PSP's book figure, doesn't it?



            6  A  I don't think I understand your question.



            7  Q  If you take the medical insurance expenses that are



            8     being treated as expenses in the audited financials and



            9     you follow the Commission's orders to include that as



           10     part of DNI, doesn't that increase regulatory DNI?



           11  A  No.  The pilots -- because of the order that said that



           12     they couldn't recover medical anymore, that is paid



           13     per -- by the pilots.  It's -- their DNI is distributed



           14     to them, and then -- and they're required to pay for



           15     pilot medical, to my knowledge.



           16          So it is a reduction or -- it's included in what



           17     they're requesting is their medical insurance, 'cause



           18     it's being paid by the pilot.



           19  Q  So for the Test Year 2024 --



           20  A  Mm-hmm.



           21  Q  -- there was zero -- zero amount in the 2024 financials



           22     that reflected anything paid for pilot medical



           23     insurance premiums?  Zero?



           24  A  Right.  Because the pilots are paying it after it's



           25     distributed to the pilot, to my knowledge.  That's how
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            1     it's being handled.  PSP is not recording it, because



            2     PSP isn't paying it.  The pilot is.



            3  Q  And you said to your knowledge.



            4          Are you absolutely certain on that for 2024 test



            5     year?



            6  A  I'm pretty certain, and I believe there was a DR about



            7     this, so I could -- subject to check, yes, I'm pretty



            8     sure.



            9  Q  Let's turn to callback expenses.



           10          Those are treated as a DNI item, not an



           11     association operating expense.



           12  A  Correct.



           13  Q  That change, regulatory change, also increases the



           14     regulatory per-pilot DNI, doesn't it?



           15  A  Correct.



           16  Q  You made the proper restating adjustments for callbacks



           17     in your schedule of operations in the amount of



           18     352,812, no?



           19  A  Correct.



           20  Q  But you never presented a schedule showing what PSP's



           21     test year per-pilot DNI is after applying the



           22     Commission's established regulatory adjustments?



           23  A  That's what's presented here on -- in AML-10, on



           24     Line 93, or Row 104, TDNI is listed there, net of the



           25     expenses PS -- or the Commission has ordered come out
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            1     of TDNI.



            2  Q  Let me repeat the question.



            3          You never presented a schedule showing what PSP's



            4     test year per-pilot DNI is after applying the



            5     Commission's established regulatory adjustments?



            6  A  Correct.



            7  Q  It is nowhere in your direct testimony and nowhere in



            8     AML-03 or AML-10, right?



            9  A  Correct.



           10  Q  So the Commission, reviewing your testimony and



           11     exhibits, can't find a single line that states, after



           12     applying Commission-approved regulatory adjustments,



           13     test year per-pilot DNA [sic] is X dollars?



           14  A  Correct.



           15  Q  Ms. LaRue, the 12 percent operating margin you propose,



           16     as we already discussed, generates a little over



           17     $2.7 million in additional revenue above the



           18     Commission's approved formula and what that would



           19     produce, without any additional pilotage services being



           20     provided to ratepayers, right?



           21  A  Yes.



           22  Q  And turning then to AML-01T, your direct testimony.  At



           23     Page 22.



           24  A  I'm there.



           25  Q  So you cited in the footnote, Footnote 26, a document





                                                                      225

�







            1     titled "The History of the Operating Ratio."



            2          And it was filed in this case as Work Paper AML-02



            3     to support the operating margin methodology?



            4  A  To support some of the statements in this, yes.



            5  Q  So let's turn, then, to that work paper, AML-02.



            6          If you can look first at the title page.



            7                        JUDGE FUKANO:  And I'd like to just



            8     quickly clarify:  That's not referring to the one of



            9     the prefiled exhibits, but to a separately filed work



           10     paper?



           11                        THE WITNESS:  Yes.



           12                        MS. DeLAPPE:  Correct.  Yes.  The



           13     file name is WP-AML-02, et cetera.



           14                        JUDGE FUKANO:  Thank you.



           15  Q  (By Ms. DeLappe)   Are you with me, Ms. LaRue?



           16  A  Yes.



           17  Q  So that document, The History of the Operating Ratio,



           18     was prepared by Edward Nikula, the former assistant



           19     director of the water and transportation section of the



           20     UTC?



           21  A  Yes.



           22  Q  So it was a document prepared by UTC staff explaining



           23     the Commission's own approach to operating ratios?



           24  A  Yes, some years ago.



           25  Q  If you could turn to Page 2 of that document, the very
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            1     next page.



            2          This document really isn't very useful in



            3     establishing an operating ratio for PSP, is it?



            4  A  I thought it was useful.  It's why I cited it.



            5  Q  Okay.  So let's go to the bottom of that page.



            6          Do you see the paragraph at the bottom that says,



            7     "First, the purpose of the operating ratio is to allow



            8     you to recover your allowed operating expenses, to



            9     recover your federal income taxes, interest expense and



           10     still give you a return on your equity investment"?



           11          Is that -- you're there with me?



           12  A  Yes.



           13  Q  So those are the four purposes of the operating ratio.



           14          PSP's gross revenues exceed its operating expenses



           15     by, in the test year, over $43 million, correct?



           16  A  What did you just say?



           17  Q  PSP's gross revenues exceeded its operating expenses by



           18     over $43 million in the test year, right?



           19          Excuse me.



           20  A  No.



           21  Q  That's the total revenue.  But it exceeded it by a



           22     healthy margin, no?



           23          There was a sufficient -- there was millions of



           24     dollars above the operating expenses.



           25          Would you agree?
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            1  A  Correct.



            2  Q  All right.



            3  A  That accounts for pilot compensation.



            4  Q  Which is not an operating expense, correct?



            5  A  Correct.  Which is why we removed it from our operating



            6     margin calculation.



            7  Q  And PSP generally pays no federal income taxes, because



            8     it files as a pass-through partnership, correct?



            9  A  Correct.



           10  Q  And PSP's interest expense, those interest expenses are



           11     de minimis, aren't they?



           12  A  Correct.



           13  Q  And to the extent there are any, they're already



           14     captured in the approved formulas expense component,



           15     right?  Or in -- they're captured in the formula



           16     already, aren't they?



           17  A  Correct.  The only change to our formula is adding in



           18     operating margin.



           19  Q  I'm talking about the four purposes in this document



           20     you submitted.



           21  A  Oh.



           22  Q  So I've walked through three of them.  And you've



           23     agreed that none of those three apply to PSP.



           24          So let's talk about the fourth one, which was a



           25     return on your equity investment.





                                                                      228

�







            1          So PSP doesn't pay out a dividend to shareholders,



            2     right?



            3  A  Correct.



            4  Q  All right.  I think you testified earlier as to your



            5     role as a regulatory consultant for PSP, correct?



            6  A  Correct.



            7  Q  And you testified just a few minutes ago with staff,



            8     staff's counsel, that you are familiar with and



            9     reviewed the financial statements of PSP in preparing



           10     for this case?



           11  A  Yes.



           12  Q  If you could please turn to Exhibit MM-07.  And



           13     specifically to Page 12 of that exhibit, please.



           14  A  Sorry.  What page?



           15  Q  Page 12.



           16          So, first of all, you recognize that these are



           17     PSP's long-form financial statements for 2024 and 2023?



           18  A  Correct.



           19  Q  And on Page 12, if you look at the second paragraph



           20     down, under "Pilot" -- the heading "Pilot Distributable



           21     Revenue and Reimbursed Expenses."



           22  A  Mm-hmm.



           23  Q  The third sentence in states, "Puget Sound Pilots is



           24     not in the business of retaining profits or providing a



           25     return on investment to the individual members
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            1     (pilots)."



            2          Right?



            3  A  Correct.



            4  Q  Do you have any reason to disagree with that statement?



            5  A  No.



            6  Q  And Exhibit MM-08, which are the long-form financial



            7     statements for the prior year.



            8          At Page 11, if you look in the middle of the page,



            9     has the same exact statement, right?



           10  A  Correct.



           11  Q  Now, in PSP's last rate case, you served at that time



           12     also as a regulatory consultant for PSP, correct?



           13  A  In the last rate case?



           14  Q  Yes.



           15  A  I was not a witness in the last rate case.



           16  Q  I asked you whether you served PSP as a regulatory



           17     consultant.



           18  A  Yes.



           19  Q  And you sat here in the hearing.  It was virtual then.



           20     But you attended the hearing, correct?



           21  A  I did.



           22  Q  Okay.  And if you -- you at that time, in your capacity



           23     as the regulatory consultant, were familiar with the



           24     financial statements?  You had looked at them?



           25  A  Weldon Burton was the primary accounting -- regulatory





                                                                      230

�







            1     accounting witness in the last case, and I was simply



            2     supporting the case.  I was not -- I was not a witness,



            3     so I was not fully informed.  And I did not do the



            4     work, not nearly the work that I did in this case as a



            5     witness.



            6  Q  So in -- in looking at MM-07 and MM-08, the two



            7     financial statements we just looked at, you're looking



            8     at and you relied on in this case financial statements



            9     that Jessica Norris prepared for PSP, correct?



           10  A  Correct.



           11  Q  For purposes only of comparing with the prior years,



           12     2021 and 2020, and to check that you're capable of -- I



           13     believe you are capable of reading the same statement



           14     in that one.  If you could please turn to



           15     Exhibit AML-25X, Page 11.  And just confirm that the



           16     same statement is in the financial statements for those



           17     years, 2021 to 2020.



           18  A  Found them.  Page 11 again.



           19  Q  Thank you.



           20          So again you see that same statement?



           21  A  Under Note 1, yes.



           22  Q  Yes.  Thank you.



           23          And so the statement there, that Puget Sound



           24     Pilots is not in the business of providing a return on



           25     investment to the individual members, that's actually
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            1     consistent with your testimony to staff's counsel a few



            2     minutes ago that there was no return in the first case



            3     for the pilots, no?



            4  A  Correct.  There's been no return in any of the cases.



            5  Q  And it's also -- Puget Sound business is not in that



            6     business of providing a return, right?



            7  A  To its member pilots as it states, yes.



            8  Q  So based on the analysis we just discussed, PSP does



            9     not meet any of the four stated purposes for an



           10     operating ratio as described in your Work Paper AML-02,



           11     does it?



           12  A  One second.



           13          So, no, I wouldn't agree with how you are



           14     summarizing this.  For one, Mr. Nikula is one person.



           15     And we are absolutely requesting that expenses, taxes,



           16     and interest be recovered.  And we are not asking for a



           17     return on an investment or a return on equity.  PSP is



           18     asking for an operating margin, which is consistent



           19     with other transportation companies.



           20  Q  So just to go back, then, through what you just



           21     testified about.



           22          You agree that PSP earns -- they recover operating



           23     expenses by wide margins, correct?



           24  A  They cover operating expense --



           25  Q  They recover -- PSP recovers its operating expenses by
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            1     wide margins?



            2                        MS. CARSON:  Objection.  What --



            3     it's not clear what time period we're talking about



            4     here.



            5                        MS. DeLAPPE:  Let's talk about the



            6     test year, Ms. LaRue.



            7                        JUDGE FUKANO:  Sustained.  And



            8     subject to clarification.



            9                        MS. DeLAPPE:  Thank you.



           10                        THE WITNESS:  I'm sorry.  I don't



           11     know where we're at.  Can you ask me what you want to



           12     know again.



           13  Q  (By Ms. DeLappe)  PSP recovered its operating expenses



           14     by a wide margin -- correct? --



           15                        MS. CARSON:  Objection.



           16  Q  (Continuing by Ms. DeLappe)  -- during the test year?



           17  A  The way that rates are set at the Commission, certain



           18     revenues are -- certain expenses are authorized, and



           19     pilot DNI -- TDNI is authorized.  For you to say that



           20     they are covering their expenses by a wide margin, I



           21     believe, would be inaccurate.



           22          PSP has seen a very reasonable increase in



           23     operating expenses over the years, and I think that



           24     they're reasonably controlled.  They are paying the



           25     necessary operating expenses in lieu of pilot
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            1     compensation.  That's what we're trying to remedy here.



            2          So when you say that they're providing a wide



            3     margin, millions of dollars more than the expenses,



            4     that means that pilot DNI is being reduced every time



            5     there is more expenses than are authorized in rates.



            6  Q  Ms. LaRue, let's root ourselves in the numbers here.



            7          If you could turn back to Exhibit MM-07.  And turn



            8     to Page 8.



            9          Yeah.  Are you there?



           10  A  I'm looking.



           11          Consolidated Statement of Revenues, Expenses and



           12     Changes.



           13          Is that what you want?



           14  Q  Yes.



           15  A  Okay.  I'm there.



           16  Q  Thank you.



           17          So for 2024, on Line 6, total operating expenses,



           18     it says, were 17,985,325.



           19          PSP brought in more revenue than its operating



           20     expenses in 2024, correct?



           21  A  Correct.



           22  Q  Thank you.



           23          Let's turn to Page 11 of the operating margin,



           24     your document there about -- on Work Paper AML-2.



           25          And so there you see --
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            1                        COMMISSIONER RENDAHL:  I'm sorry.



            2                        MS. DeLAPPE:  Yes.



            3                        COMMISSIONER RENDAHL:  Can you-all



            4     hear me?  This is Commissioner Rendahl.



            5                        MS. DeLAPPE:  Yes.



            6                        COMMISSIONER RENDAHL:  I don't have



            7     a copy of the work papers.  They're not admitted in



            8     evidence.  They're not offered as an exhibit.  So if



            9     you are trying to rely on this for the record, it is



           10     not in evidence.  It's not an exhibit to witness



           11     LaRue's testimony, and it was not a cross exhibit.



           12                        JUDGE FUKANO:  Would there be any



           13     objection from the parties to adding AML Work Paper 2



           14     as a bench exhibit, Bench Exhibit 1?



           15                        MS. DeLAPPE:  I think that would be



           16     great.



           17                        MS. CARSON:  No objection.



           18                        JUDGE FUKANO:  Staff?



           19                        MR. ROBERSON:  No objection.



           20                        JUDGE FUKANO:  And PMSA?



           21                        MS. DeLAPPE:  No objection.



           22                        JUDGE FUKANO:  Then we will admit



           23     the referred-to work paper containing the discussion of



           24     the operating ratio methodology filed as AML Work



           25     Paper 2 as Bench Exhibit 1, BE 1.
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            1                               (Bench Exhibit BE-1



            2                                admitted.)



            3



            4                        COMMISSIONER RENDAHL:  And it would



            5     be helpful for someone to send us a copy of that,



            6     please.



            7                        JUDGE FUKANO:  And just to confirm,



            8     Commissioner Rendahl, did you receive the copy that I



            9     sent to you recently?



           10                        COMMISSIONER RENDAHL:  Yes.  Thank



           11     you.



           12                        JUDGE FUKANO:  Thank you.



           13                        THE WITNESS:  Michelle, there's no



           14     Page 11.  I mean, I went to the end, and it's 6.  So



           15     can you -- is it PDF Page 11, or -- I'm not sure which



           16     page --



           17                        MS. DeLAPPE:  Yes.



           18                        THE WITNESS:  -- you want me to look



           19     at.  Okay.



           20                        MS. DeLAPPE:  It's -- also states



           21     it's Attachment 1, and the heading at the top --



           22                        THE WITNESS:  Okay.  Yeah.



           23                        MS. DeLAPPE:  -- is Lurito- --



           24                        THE WITNESS:  I got it.



           25                        MS. DeLAPPE:  -- Gallagher curve.
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            1                        THE WITNESS:  Okay.  Thank you.



            2                        JUDGE FUKANO:  And apologies.  Which



            3     exhibit were you just referring to?



            4                        MS. DeLAPPE:  Bench Exhibit 1.



            5                        JUDGE FUKANO:  Thank you.



            6                        MS. DeLAPPE:  Ready to go?



            7                        JUDGE FUKANO:  Yes.  Please proceed.



            8                        MS. DeLAPPE:  Okay.



            9  Q  (By Ms. DeLappe)  So this page shows, with the



           10     Lurito-Gallagher curve, the relationship between a



           11     company's average net investment intensity and the



           12     appropriate operating margin, right?



           13  A  Mm-hmm.  Operating ratio.  Mm-hmm.



           14  Q  So the companies with a high debt, high equity, and



           15     significant tax burdens fall at the high end of the



           16     curve, supporting higher margins, right?



           17          Isn't that how this curve works, Ms. LaRue?



           18  A  I didn't create this, but I guess that's what it's



           19     saying.  Again, though, this is a Lurito-Gallagher



           20     curve.



           21  Q  And you do discuss the Lurito-Gallagher curve --



           22  A  I do.



           23  Q  -- in your testimony.



           24  A  It's used by solid waste companies, but it's not being



           25     proposed in this case.
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            1  Q  And you do understand how it works, don't you?



            2  A  The Lurito-Gallagher?  Yes.  It's a very complicated



            3     model, though.



            4  Q  But in the big picture, high debt, high equity, and



            5     significant tax burdens means that you fall at the high



            6     end of the curve, with higher margins, right?



            7  A  Okay.



            8  Q  I'll take that as indicating agreement.



            9          So you see here that the illustrative example



           10     here, the hypothetical company statistics, you have 12



           11     percent.



           12          So it's -- has a business here with 40 percent



           13     debt, 60 percent equity, and 34 percent federal tax



           14     rate, right?



           15  A  Correct.  In this example, yes.



           16  Q  Mm-hmm.



           17          And do you agree that if we apply this curve to



           18     PSP, so you have PSP has approximately zero percent



           19     debt, right?  Approximately?  Since the interest



           20     expense is de minimis?



           21  A  It is, but they still have some debt, yes.



           22  Q  But according to your prior testimony --



           23  A  Mm-hmm.



           24  Q  -- it is de minimis, no?



           25  A  Mm-hmm.
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            1  Q  And there are no outside equity investors, right?



            2  A  Correct.



            3  Q  And PSP has zero percent -- pays zero percent federal



            4     income tax, right?



            5  A  I don't know that for a fact, but I'm going to -- I



            6     know that's how they plan it, but that is sometimes not



            7     always the case.  I believe with the required accrual



            8     of comp day expenses, that may be an issue nowadays, so



            9     I would want to confirm that.



           10  Q  Okay.  And so earlier, you said PSP generally pays no



           11     federal income taxes --



           12  A  Correct.



           13  Q  -- because it files as a pass-through partnership?



           14  A  Mm-hmm.



           15  Q  So generally it pays no federal income tax, right?



           16          And so doesn't that place PSP at the opposite end



           17     of this curve from the 12 percent margin?



           18  A  I guess if that's how you want to view it.  But I don't



           19     like this chart.  I don't understand it.  I didn't



           20     review it.  I don't -- I mean, I didn't build it.  And



           21     it seems very simplistic to try and take PSP and stick



           22     it into this one model.  So...



           23  Q  But your earlier testimony was that you relied on this



           24     document for your operating margin --



           25  A  To provide some context around operating ratio and
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            1     operating margin.  There just isn't a lot of



            2     documentation at the Commission that's available.  And



            3     I stated that in my testimony as well.



            4  Q  So --



            5  A  I used some parts of this, but not all of it was



            6     applicable to PSP.



            7  Q  So you have not identified any factor specific to PSP



            8     and its capital structure or investment intensity that



            9     would place PSP at or near the 12 percent end of that



           10     curve, much less the 15 percent that you testify about



           11     today, right?



           12  A  Can you repeat what you said.



           13  Q  You have not identified any factor specific to PSP's



           14     capital structure or investment intensity that would



           15     place PSP at or near the 12 percent end of that curve?



           16  A  Yes.  But like I said, this is a -- this is a



           17     Lurito-Gallagher curve.  So when we use the operating



           18     margin, it's on companies that often don't have a



           19     stable capital structure or no assets or very few



           20     assets to speak of or investments.  So that is why we



           21     feel that when you bifurcate the TDNI, what remains are



           22     PSP's operating expenses for which the Commission can



           23     base an operating margin.



           24          We're not asking for return on investment.  We're



           25     not asking for a return on equity.  We're asking for a
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            1     return -- an operating margin on the authorized



            2     expenses as is provided for every other transportation



            3     industry here.



            4  Q  So earlier you testified regarding Exhibit -- let's



            5     see.



            6          We talked about Exhibit 25X, which were the



            7     long-form financials?



            8  A  Mm-hmm.



            9  Q  And in Note 12 -- so earlier we looked at Note 1.



           10          Note 12 is on Page 18 of that same document.  And



           11     I'm not asking you to testify regarding the contents



           12     but just based on your ability to read these based on



           13     your other experience with PSP's financial statements.



           14          So have you reviewed this Note 12 before?



           15  A  This is from 2020 and 2021.  So I'm sure I've looked at



           16     it, but it was a while ago.



           17  Q  Let me turn, then, to Exhibit 27X.



           18          And so you testified earlier that you are familiar



           19     with Ms. Norris's work in preparing the financial



           20     statements for PSP, correct?



           21  A  Yes, Ms. Norris prepares financial statements for PSP.



           22  Q  And you reviewed those financial statements, the more



           23     recent ones, in preparation for --



           24  A  Correct.



           25  Q  -- the case?
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            1          So if you can -- on -- in Exhibit AML-27X, if you



            2     could turn, please, to Page 8.



            3  A  Is that the presentation to the --



            4  Q  Yes.



            5  A  I don't have the new numbers.  I have the original



            6     numbers.



            7  Q  So that was Exhibit JJN-03 in the last rate case.



            8  A  I'm there.



            9  Q  Okay.  And so there you see that she said that,



           10     unrecorded liabilities, that Note 12 that we were



           11     looking at just a moment ago, creates a negative equity



           12     balance.  And if PSP were to cease operations, each



           13     pilot would be responsible for a portion of the



           14     negative equity to satisfy liabilities in excess of



           15     assets.



           16          Is that your understanding as well, as a CPA?



           17  A  Yes.



           18  Q  In that case, that situation continues today?



           19  A  What's that?



           20  Q  That situation of unrecorded liabilities and negative



           21     equity continues for PSP today, doesn't it?



           22  A  Yes.



           23  Q  And you testified earlier in response to questions from



           24     staff's counsel that you served on the first PSP rate



           25     case team on behalf of staff?
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            1  A  I did.



            2  Q  And you included in your own testimony for this rate



            3     case some information about equity, including the work



            4     paper that we just discussed, correct?



            5  A  You want to point me to where?



            6  Q  Sure.



            7          If you can look at Bench Exhibit 1, Page 2, at the



            8     bottom of the page.



            9          It's now called Bench Exhibit 1.  It's a work



           10     paper that you filed.  Work Paper AML-2.



           11  A  Okay.  What page?



           12  Q  Page 2.  It's right after the title page.  At the



           13     bottom of the page.  The paragraph that starts,



           14     "First."  It's the language we were just reviewing



           15     together.



           16          Do you see that it says, "First, the purpose of



           17     the operating ratio is to allow you to recover your



           18     allowed operating expenses, to recover your federal



           19     income taxes, interest expense and still give you a



           20     return on your equity investment"?



           21  A  Yes.



           22  Q  Okay.



           23  A  But that's not how the operating margin is working.



           24     We're not providing a return on equity.  We are



           25     providing a return on operating expenses.
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            1  Q  So I just wanted you to turn to AML- -- Exhibit AML-23.



            2     That's a cross exhibit.  And I am asking you to look at



            3     this exhibit not to discuss the content of what Danny



            4     Kermode, your colleague on the staff team in the first



            5     PSP rate case, testified to as your own testimony, but



            6     rather -- because I believe it is in agreement with



            7     what you just testified about with respect to



            8     Ms. Norris's presentation.



            9          So if you can turn to Page 11.



           10                        JUDGE FUKANO:  And is that 11 in the



           11     testimony page or the exhibit page?



           12                        MS. DeLAPPE:  Exhibit page.  In the



           13     testimony page, it's Page 8.



           14                        JUDGE FUKANO:  Thank you.



           15                        MS. DeLAPPE:  Thank you for the



           16     clarification.



           17  Q  (By Ms. DeLappe)  And so on Lines 14 to 18 there -- are



           18     you with me? -- where it says the current balance of



           19     PSP's equity account, when adjusted for PSP's



           20     unrecorded liabilities, is negative?



           21  A  Correct.



           22  Q  And that is the same as you just testified to with



           23     respect to Jessica Norris's presentation, correct?



           24  A  Correct.  But I believe if we can get these rates set



           25     at a more appropriate level, we can start turning this
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            1     around.



            2  Q  And --



            3  A  And we are not asking for return on equity.



            4  Q  All right.  And so that, I think, is tied to the last



            5     sentence in that paragraph.  At Line 16, it says the



            6     absence of a positive equity balance equates to the



            7     absence of any recognition of a cost of equity since a



            8     negative equity balance cannot result in any



            9     recovery -- recoverable cost of capital.



           10          Do you agree with that?



           11  A  Yes.



           12  Q  And that also do you recall that in Final Order 09, the



           13     Commission, itself, had something to say about that



           14     same topic?  If you like, I can point you to the



           15     paragraph number.



           16  A  Yes, please.



           17  Q  It's Paragraph 67.



           18  A  Where it says that PMSA also argues that the revenue



           19     requirement formula should include a rate of return?



           20  Q  Yes.  If you look halfway down that paragraph, after



           21     Footnote 104, it says, Once these unrecorded



           22     liabilities are appropriately accounted for, PSP has a



           23     negative equity balance.



           24          And then it later says, And this renders an ROR



           25     variable in the formula irrelevant.
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            1          Do you agree with that?



            2  A  I do.  And in the same order, though, the UTC ordered



            3     the rate-of-return workshops to happen, though.  So



            4     while they may have said that, they also ordered the



            5     parties to look into rate-of-return methodologies for



            6     the pilots.



            7  Q  Let's look at your Exhibit AML-03.  And specifically



            8     like to look at Schedule 1.0.  Line --



            9  A  I'm there.



           10  Q  Okay.  Great.  Line 25.



           11  A  Pilot equity.



           12  Q  Yeah.  So this shows the same issue identified by CPA



           13     Norris, that there's a reported positive pilot equity



           14     of 4.398 million here, but that figure does not include



           15     the significant obligation for PSP's unfunded



           16     retirement plan, correct?



           17  A  Yes, I believe that's a component.



           18  Q  So PSP is requesting $2,746,285 annually as a return



           19     through an operating margin to an entity that has



           20     carried negative true equity return in both prior rate



           21     cases, that earns a zero-dollar return on equity shown



           22     on its own balance sheet, and that has no outside



           23     investors requiring any return, correct?



           24  A  Yes.



           25  Q  In your direct testimony, you describe the operating
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            1     margin as a return, correct?



            2  A  Correct.



            3  Q  And that it addresses PSP's capital needs, right?



            4                        MS. CARSON:  Is there a place in her



            5     testimony that you're referring to?



            6                        MS. DeLAPPE:  Certainly.



            7  Q  (By Ms. DeLappe)  If you turn to Exhibit AML-01T,



            8     Page 20 and 21.  I think the second part about the



            9     capital needs is on Page 21.



           10  A  What lines?



           11  Q  So for Page 20, look at Lines 13 through 15.  And



           12     Page 21, 7 through 11, please.



           13          Sorry.  On Page 21, that is on Line 11, capital



           14     needs.



           15  A  Yep.



           16          I agree --



           17  Q  Okay.



           18  A  -- with your statement now.



           19  Q  Okay.  Let's turn to Exhibit AML-20X, your cross



           20     exhibit, please.



           21          And specifically, if you could turn to Page 4 of



           22     that exhibit, where you respond to PMSA's Data



           23     Request 39.



           24  A  Okay.



           25  Q  And so you see there that PMSA asked for a clear
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            1     accounting of the individual equity position of each



            2     PSP member.  Yes?



            3  A  Yes.



            4  Q  And your response was that individual member equity



            5     positions in PSP were beyond the scope of this rate



            6     case, correct?



            7  A  Correct.  I believe Mr. Kermode stated that in his



            8     initial testimony in the first case.



            9  Q  Okay.  So you are familiar with Mr. Kermode's testimony



           10     too?



           11  A  He provided as a cross exhibit, so...



           12  Q  Okay.  As a matter of ratemaking principles, is it



           13     possible to include a return on equity without knowing



           14     the equity amount on which the return is being based?



           15  A  I would doubt that, but we are not requesting a return



           16     on equity.



           17  Q  You are aware that Mr. Sisung views DNI as not a return



           18     on invested capital and not an operating margin; is



           19     that right?



           20  A  You would have to ask Mr. Sisung.



           21  Q  You're not aware of his views on that subject?



           22  A  I would -- I didn't -- no, I did not testify from --



           23     with Mr. Sisung, and I would prefer his questions go to



           24     him.



           25  Q  So let me return to something you stated in response to
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            1     PMSA's Data Request 37.



            2          So, again, back to AML-20, but now Page 1.



            3  A  Page 1?



            4  Q  So on that data request, you were asked how pilotage



            5     revenues are allocated to individual pilots.  And at



            6     the bottom of the page, the last paragraph there, you



            7     responded, Pilotage revenues are allocated based on the



            8     number of days of service with a ratable charge for



            9     operating -- operating and other expenses which



           10     determines annual earnings per pilot, correct?



           11  A  Correct.



           12  Q  So the formula by which individual pilots actually



           13     receive their income is tied to the number of days they



           14     work.  Their labor output.  Correct?



           15  A  I believe so, yes.



           16  Q  And it's not tied, then, to any equity stake or capital



           17     contribution that they've made to the association?



           18  A  Correct.



           19  Q  So the only way a pilot gets paid is as a pilot, not as



           20     an owner, right?



           21  A  I believe so, yes.



           22  Q  So that $2.7 million in additional revenue that you're



           23     requesting based on the operating margin effectively



           24     would increase what the pilots take home above the



           25     Commission's approved formula what it would generate,





                                                                      249

�







            1     correct?



            2  A  I disagree.  We -- operating margin -- my analysis



            3     shows that a 12 percent operating margin would only



            4     help reduce regulatory lag, and none of it would have



            5     been distributed to DNI over the last four years.  So I



            6     believe that a 12 percent margin would provide PSP an



            7     opportunity to cover all expenses, regulatory lag, and



            8     things that aren't known, that every industry runs into



            9     between rate cases, and allow the pilots to earn a fair



           10     and -- compensation.  That's what we're requesting.



           11          We're not saying that -- we never anywhere said in



           12     here we needed a return on equity or we want a return



           13     on investment or that we were distributing it as DNI.



           14  Q  And so that additional amount, if it did exceed



           15     operating expenses, it would be an additional amount



           16     that pilots get to take home in their pay, no?



           17  A  I think that is yet to be seen.  Because currently we



           18     operate in an environment that there is no return.



           19     There is no operating margin.  So like I said earlier,



           20     if the Commission were to grant an operating margin,



           21     PSP is committing to having those conversations to



           22     determine the best way to go forward with it.  Just



           23     like they've done with every other directive from the



           24     Commission.  They shift.  They pivot.  They change.



           25     And they accommodate.
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            1  Q  Yes, you have testified to that.  Thank you --



            2  A  Yes.



            3  Q  -- Ms. LaRue.



            4  A  And they'll continue to do as much.



            5  Q  So when revenues exceed expenses, just generally at



            6     year end, the surplus flows to the pilots as net



            7     income, right?



            8  A  Currently, yes.  That is how it works.



            9  Q  And that is done under a formula determined by the days



           10     of service by the -- each pilot, correct?



           11  A  Correct.



           12  Q  Okay.  So the operating margin as a practical matter



           13     would increase potentially the amount that the pilots



           14     take home, no?



           15  A  Yes.  And I state in my direct testimony there is no



           16     guarantee that it wouldn't go to pilot income, but that



           17     is not our goal here.



           18  Q  Let's turn to that, then.



           19          So in your direct testimony, you justify the



           20     operating margin in part by reference to, quote, the



           21     risks associated with operating this compulsory



           22     pilotage service, end quote.



           23          Do you agree that you set the 12 percent margin to



           24     quantify that risk premium?



           25  A  Can you point me to where you're quoting?
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            1  Q  Certainly.  It's again at Exhibit AML-01T.  And this is



            2     at Page 20.



            3  A  Yes, for risks associated with operating a pilotage



            4     service and to lessen regulatory lag.



            5  Q  Right.



            6          So one of the reasons you stated was, as I said,



            7     for -- to justify it based on the risks, right?



            8  A  Correct.



            9  Q  And so you're quantifying the risk premium with that 12



           10     percent margin, no?



           11  A  I don't agree with how you're summarizing my statement.



           12     Overall, I'm saying that a 12 percent operating margin



           13     is reasonable given the risks.  But not all risk is



           14     quantifiable.  So, I mean, there's a lot of unknowns



           15     out there, and there's -- regulatory lag is real.  So I



           16     just -- I did not quantify the risk and no, but I



           17     quantify the operating margin, so...



           18  Q  Right.



           19          So you assigned a number to a theory that was



           20     underpinning your operating margin, no?



           21  A  Yes.  But risk was only one part of it.



           22  Q  It's not a subjective feeling, is it, that led to your



           23     12 percent?  It's quantified?



           24  A  Like I -- like I said, I evaluated the expenses overrun



           25     over the last several years to determine what was what
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            1     I believe to be fair.



            2  Q  So --



            3  A  As an operating margin return.



            4  Q  Please turn to Exhibit AML-20, your cross exhibit.  And



            5     this time, go to Page 14.



            6          And there, you were asked to identify which



            7     financial risks are expressed or captured in PSP's



            8     balance sheet, financial statements, or insurance



            9     policies, right?



           10  A  Correct.



           11  Q  And your response stated, much as you have today,



           12     quote, Risks, financial or otherwise, are not always



           13     quantifiable in a way that can be insured or captured



           14     in the manner requested, right?



           15  A  Correct.



           16  Q  So your view is that the operating margin, quote,



           17     should not be an arbitrary percentage but one that



           18     reflects the individual company?



           19  A  Correct.



           20  Q  But the only document you've cited in your testimony as



           21     authority for the operating margin, what's now Bench



           22     Exhibit 1, states that when the Commission set an



           23     operating ratio for a non-rate-based company, it



           24     developed a formula based on a return of equity and a



           25     cost of debt to avoid an arbitrary percentage, no?
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            1  A  That wasn't the only document I provided as support.  I



            2     also cited orders from the Commission from the



            3     operating margin, hearings, the Lurito-Gallagher.  So



            4     this was not the only document that I provided to



            5     support our operating margin proposal.



            6  Q  State for me which of those authorities develops a



            7     percentage operating margin that is not based on a



            8     return on equity and a cost of debt.



            9  A  Not on equity, but cost of debt?



           10  Q  Neither.



           11  A  Oh.



           12  Q  The rate of return on equity or the cost of debt.



           13     Neither of those as the basis for the operating margin



           14     percentage.



           15  A  Cause No. TG-2013.  Footnote 39, Page 34 of 84 of my



           16     testimony.  That was the order for the operating



           17     margin.  I cited that test- -- or I cited that order.



           18  Q  And --



           19  A  I can look for others.



           20  Q  Do you know what the -- that order that you're citing



           21     based its operating margin percentage on?



           22  A  The percentage?



           23  Q  Right.



           24  A  No.  It was calculated on operating expenses, and it



           25     was a 7 percent return.
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            1  Q  So like the document that you provided that is now



            2     Bench Exhibit 1, you do recognize that the analysis



            3     that led to the percentages had to do with a formula



            4     based on a return on equity and the cost of debt,



            5     right?



            6  A  Correct.



            7  Q  As a CPA, you're familiar with the Commission's



            8     directives and Final Order 09 and Final Order 08,



            9     including those related to PSP's accounting methods,



           10     no?



           11  A  Correct.



           12  Q  Final Order 09 required PSP to use full accrual method



           13     accounting for callback liability, correct?



           14  A  Correct.



           15  Q  And Final Order 09 also require PSP to initiate



           16     workshops to develop a plan to transition to full



           17     accrual accounting for its retirement program, no?



           18  A  Yes.



           19  Q  And in Final Order 08, the Commission found that PSP



           20     had failed to conduct workshops on its retirement plan



           21     as ordered in Final Order 09, right?



           22  A  Correct.



           23  Q  And Order 08 also warned, quote, the Commission may



           24     choose to issue penalties or reject a rate case filings



           25     for any further PSP noncompliance, right?
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            1  A  Correct.



            2  Q  How long have you now been providing regulatory CPA



            3     services to PSP?



            4  A  To a lesser degree for '22 and '23, and '24 I started



            5     working more for them.



            6  Q  So it's been over four years now?



            7  A  About.



            8  Q  And in all that time, or to your knowledge, in the five



            9     years since the issuance of Final Order 09, has PSP



           10     proposed a plan to transition to full accrual



           11     accounting for its retirement program?



           12                        MS. CARSON:  Objection.  The



           13     Commission in Order 08 authorized PSP to move forward



           14     with its multiple employer-defined benefit plan.  I



           15     think that's the relevant issue here.



           16                        JUDGE FUKANO:  Response.



           17                        MS. DeLAPPE:  Your Honor, whether --



           18     if PSP would like to bring a legal argument that the



           19     Commission has excused them from the requirement to



           20     transition to full accrual accounting method, then I



           21     believe that would be fine for them to bring in their



           22     brief.  But I'm just asking Ms. LaRue to affirm what



           23     has happened on that front.  That's where this last



           24     line of questioning is.



           25                        MS. CARSON:  And I'd like just to
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            1     further object:  This is not at all in Ms. LaRue's



            2     testimony.  This is outside the scope of her testimony.



            3     It's outside the scope of cross-examination for



            4     Ms. LaRue.



            5                        MS. DeLAPPE:  And I must state that



            6     she has testified that she reviewed the financial



            7     statements, and she has financial testimony in the



            8     record.



            9                        JUDGE FUKANO:  I will sustain the



           10     objection as to outside the scope of testimony.  I



           11     don't believe that this witness has testified to



           12     compliance matters regarding the Commission's prior



           13     orders in that respect.



           14                        MS. DeLAPPE:  And just to clarify:



           15     In that respect, is that with respect to the retirement



           16     program only?  As I believe that was the context of the



           17     objection.



           18                        JUDGE FUKANO:  I understood the



           19     objection to go to your question as far as the



           20     transition to a different accounting method.



           21  Q  (By Ms. DeLappe)  So, Ms. LaRue, you testified earlier



           22     that the financial statements in this case for the test



           23     year are being filed on the modified accrual basis,



           24     correct?  That was your earlier testimony today?



           25  A  The financials -- the ones in exhibits are filed,
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            1     the -- the model is put together as regulatory



            2     accounting standards.



            3  Q  Right.



            4          But PSP's financial statements that we reviewed?



            5  A  The audited financial statements, those are modified



            6     GAAP, yeah, modified accrual.



            7  Q  Modified accrual.  So not full GAAP accrual?



            8  A  Correct.



            9  Q  As a CPA, are you familiar with GAAP requirements?



           10  A  Yes.  Anything specific?



           11  Q  Specifically ASC 715?



           12  A  I'd have to look it up.



           13  Q  Do you believe that you might -- under ASC 715, a



           14     sponsor of a defined benefit plan is required to



           15     recognize the funded status of that plan on its balance



           16     sheet.  Is that within your expertise at all?



           17  A  No, I would prefer you question our witnesses, our



           18     pension witnesses on that.



           19  Q  You testified earlier that you reviewed PSP's financial



           20     statements in preparation for this case, correct?



           21  A  Correct.



           22  Q  And are you familiar -- you also testified about Danny



           23     Kermode's testimony in the first rate case?



           24  A  Provided as a cross exhibit.



           25  Q  And so in the Exhibit AML-23, the cross exhibit, which
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            1     is Mr. Kermode's Exhibit DPK-1T, if you turn to our



            2     Exhibit No. 26.  Page 26.



            3          Do you see there, around the middle of the page,



            4     that Mr. Kermode quantified the projected benefit



            5     obligation as of December 31st, 2019, as 124.4 million?



            6  A  I see that that's what he testified to, yes.



            7                        MS. CARSON:  Objection to this line



            8     of questioning.  While Ms. LaRue said that she's



            9     vaguely aware of this testimony, she should not be



           10     asked specific questions about another witness's



           11     testimony in a case five years ago.



           12                        MS. DeLAPPE:  I actually have no



           13     further questions about that exhibit.



           14                        JUDGE FUKANO:  And so to clarify for



           15     the record, are you objecting to further questioning,



           16     then, or to...?



           17                        MS. CARSON:  Yes.  Further



           18     questioning.



           19                        JUDGE FUKANO:  And since there is no



           20     further questioning, objection will be sustained.



           21                        MS. DeLAPPE:  Thank you.



           22  Q  (By Ms. DeLappe)   If you could please turn to



           23     Exhibit AML-26, the cross exhibit.



           24  A  What is that?



           25  Q  AML-26.
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            1  A  I know.  What is it?



            2  Q  That is an exhibit submitted by Christopher Wood.



            3          And I am not going to ask you any questions about



            4     or to subscribe to what Mr. Wood testified there.  But



            5     it is his Exhibit 6T in the last rate case.  And going



            6     to Page 6, please.  Starting at Line 20.



            7                        MS. CARSON:  Objection.  This is a



            8     witness from another rate case.  If counsel isn't going



            9     to ask her any questions about his testimony, it's not



           10     clear why we're looking at his testimony or why it's an



           11     exhibit.



           12                        MS. DeLAPPE:  I misspoke.  I meant



           13     to say I'm not going to dig into it.  It's just to



           14     speak to one aspect of it, but not to subscribe to it



           15     as her own testimony.



           16                        JUDGE FUKANO:  And anything further



           17     from the company?



           18                        MS. CARSON:  Yeah.  Your Honor, this



           19     is an actuary, I believe, from PSP's last rate case.



           20     It's far afield from Ms. LaRue's area of expertise.



           21                        JUDGE FUKANO:  And from PMSA, what



           22     is the nature of your question?



           23                        MS. DeLAPPE:  It is the same type of



           24     question as with the exhibit that we just discussed,



           25     Exhibit 23X.  That's all.  It's very quick.





                                                                      260

�







            1                        MS. CARSON:  Your Honor, quick or



            2     not, it's outside the scope of her knowledge.  It's



            3     outside the scope of her testimony.  It's an actuary.



            4                        MS. DeLAPPE:  And I would say she



            5     actually has already testified today regarding the



            6     unfunded retirement obligation in Note 12 of the PSP



            7     financials.



            8                        JUDGE FUKANO:  I will sustain the



            9     objection, 'cause I believe that those statements were



           10     simply referring to the representations made by prior



           11     actuaries.  The witness has not opined on the



           12     unrecorded balance or the value of that account.  So I



           13     will sustain the objection.



           14                        MS. DeLAPPE:  Thank you.



           15  Q  (By Ms. DeLappe)  Ms. LaRue, are you aware that there



           16     was a projected benefit obligation updating that number



           17     that you testified about just a moment ago from



           18     Mr. Kermode to over half a billion dollars?



           19          You're not aware of that?



           20  A  No.  Sorry.



           21  Q  But you did testify that there's a negative equity at



           22     PSP; you're just not aware of the magnitude of it?



           23  A  If the unrecorded liabilities are included in their



           24     financials, yes.



           25  Q  And we just discussed that they are not.
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            1          And you're not aware of the magnitude of that



            2     unrecorded liability?



            3  A  Not beyond what we've seen, no.



            4                        MS. DeLAPPE:  I have no further



            5     questions.  Thank you.



            6                        THE WITNESS:  You're welcome.



            7                        JUDGE FUKANO:  Thank you.



            8                        THE WITNESS:  Thank you.



            9                        JUDGE FUKANO:  Any redirect from the



           10     company?



           11                        MS. CARSON:  Yeah, just a few



           12     questions.



           13



           14                       REDIRECT EXAMINATION



           15     BY MS. CARSON:



           16  Q  Ms. LaRue, I just wanted to confirm.  In your



           17     testimony, are you proposing a return-on-equity



           18     mechanism for the Puget Sound Pilots?



           19  A  No.  We're proposing -- I'm proposing a operating



           20     margin methodology consistent with other transportation



           21     companies here, the Commission.



           22  Q  And Ms. DeLappe showed you the Bench Exhibit 1, which



           23     is a Lurito-Gallagher or the operating margin paper.



           24     But it talks about the Lurito-Gallagher methodology.



           25          Are you asking -- are we asking for a
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            1     Lurito-Gallagher methodology operating expense here?



            2  A  No.  The Lurito-Gallagher is mostly for asset-intensive



            3     companies.  These -- this is not that.  We are asking



            4     for an operating margin.



            5                        MS. CARSON:  Thank you.  No further



            6     questions.



            7                        JUDGE FUKANO:  Any questions from



            8     the bench for this witness?



            9                        COMMISSIONER RENDAHL:  Yes, Your



           10     Honor.  I have a question or two.



           11          Ms. LaRue, good afternoon.



           12                        THE WITNESS:  Good afternoon,



           13     Commissioner Rendahl.



           14                        COMMISSIONER RENDAHL:  So this



           15     question goes to the issue of the transportation



           16     charge.  I'm just trying to clarify some information



           17     about that.



           18          And this is your Exhibit AML-03 at Schedule 2.02,



           19     the price-out.  And let me know when you are there.



           20                        THE WITNESS:  I'm in AML-10.  Will



           21     that work?



           22          Did you say AML-03?



           23                        COMMISSIONER RENDAHL:  I did.



           24                        THE WITNESS:  Okay.  Let me get



           25     there.
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            1                        COMMISSIONER RENDAHL:  Should be



            2     Schedule 2.02, but 10 will also work.



            3                        THE WITNESS:  Yeah, I think 10 will



            4     work.



            5                        COMMISSIONER RENDAHL:  I think



            6     that's --



            7                        THE WITNESS:  I don't think I



            8     changed it.



            9                        COMMISSIONER RENDAHL:  -- more



           10     up-to-date.  Okay.



           11                        THE WITNESS:  Yes.



           12                        COMMISSIONER RENDAHL:  I'm hoping



           13     that the references to the cells are going to be



           14     helpful here.



           15          So for the Schedule 2.02.  2.02.



           16                        THE WITNESS:  I'm there.



           17                        COMMISSIONER RENDAHL:  Okay.  And



           18     the cells I had for Schedule 2.02 were Cell 135 --



           19     I35 -- excuse me -- I35 and Q35.



           20                        THE WITNESS:  I35.  Okay.



           21                        COMMISSIONER RENDAHL:  Okay.  And



           22     they used -- they used 7,490 is the test year



           23     occurrences.



           24                        THE WITNESS:  Correct.



           25                        COMMISSIONER RENDAHL:  And so --
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            1     okay.  Now, also looking at Schedule 2.1 -- 2.11.  The



            2     test year traffic.



            3                        THE WITNESS:  Okay.



            4                        COMMISSIONER RENDAHL:  That same



            5     exhibit, it shows 7,588 occurrences.  So the number



            6     from --



            7                        JUDGE FUKANO:  Pardon me,



            8     Commissioner Rendahl.  The court reporter is having



            9     trouble hearing your questioning.



           10                        COMMISSIONER RENDAHL:  Okay.  Is



           11     this any better?



           12                        JUDGE FUKANO:  Substantially.



           13                        COMMISSIONER RENDAHL:  All right.



           14     It helps to speak into the mike.



           15          So Schedule 2.11, the test year traffic of the



           16     same exhibit shows 7,588 occurrences.



           17          The number 7,490 doesn't appear anywhere else in



           18     the testimony or the exhibit.



           19          What is the correct number here that we should be



           20     looking at?



           21                        THE WITNESS:  I'm not sure that the



           22     7,490 isn't correct if there was assignments that



           23     didn't have a separate transportation charge, but I'm



           24     happy to look into that difference and provide the



           25     information to you-all.
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            1                        COMMISSIONER RENDAHL:  Okay.  So



            2     that should be probably Bench Request 2.  For that we



            3     will send out a question and get the clarification for



            4     that.  So thank you.



            5          I have other questions, but I'll defer to my



            6     colleagues.  They may have some other questions.



            7                        COMMISSIONER DOUMIT:  Thank you.  I



            8     have a question.



            9          Did you hear Captain Carlson's testimony responses



           10     to some of the questions I had for him?



           11                        THE WITNESS:  Yes, sir, I did.



           12                        COMMISSIONER DOUMIT:  He was sort of



           13     running out of steam, I think, and referred to you.



           14          So looking at your rebuttal testimony, AML --



           15     actually, he said his nerves were going, I think, to be



           16     more accurate -- AML-09T.  And that's at Page 19,



           17     Lines 4 through 20.  I'm trying to get this



           18     distinction, comp day expense and callback days.



           19                        THE WITNESS:  Mm-hmm.



           20                        COMMISSIONER DOUMIT:  So can you



           21     please clarify.  Is there a distinction between the



           22     terms "callback days" and "comp day expense"?



           23                        THE WITNESS:  Yes.



           24                        COMMISSIONER DOUMIT:  Okay.  Can you



           25     explain that to us, please.
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            1                        THE WITNESS:  Yes.  I -- I hate to



            2     speak for the pilots, but comp day expense -- so in the



            3     order, in the first order, the Commission required that



            4     the -- that PSP adopt full accrual accounting for their



            5     comp day expenses.  So when they -- a comp day is when



            6     a pilot is off watch, goes and works while they're off



            7     watch, for whatever reason.  And the comp day expense



            8     is the monetary value that they've placed on that.



            9          In the original case, if I remember, there was



           10     some discussion around this.  So this is how it's been



           11     resolved to the Commission's satisfaction, is to record



           12     the callback is when an off watch pilot goes to work,



           13     and then the comp day expense is the related expense



           14     related to that and then is released back into the



           15     general pool once it's satisfied.



           16                        COMMISSIONER DOUMIT:  Okay.  So are



           17     there any other expenses, other than that callback, any



           18     other expenses in that category of comp day expense



           19     aside from --



           20                        THE WITNESS:  No.



           21                        COMMISSIONER DOUMIT:  That's it.



           22     Okay.



           23                        THE WITNESS:  That is the only



           24     thing, yes.



           25                        COMMISSIONER DOUMIT:  That's what I
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            1     needed to know.  Thank you very much.  Thanks.



            2                        THE WITNESS:  You're very welcome.



            3                        CHAIR RYBARIK:  Just hoping you can



            4     clarify something for me.



            5                        THE WITNESS:  Sure.



            6                        CHAIR RYBARIK:  You had a fairly



            7     extensive discussion with counsel for PMSA regarding



            8     the operating margin today.



            9          Just to give an opportunity for clarification



           10     here.  If the Commission were to adopt the operating



           11     margin approach that you propose and the additional



           12     revenue did exceed operating expenses for any year,



           13     what would happen to that additional revenue?



           14                        THE WITNESS:  As everything is set



           15     up at PSP at this time, that money would be distributed



           16     as DNI.  But as I mentioned, if the Commission is to



           17     authorize an operating margin, PSP is willing to make



           18     adjustments to accommodate how the Commission would



           19     like to see those monies managed.



           20                        CHAIR RYBARIK:  But under the



           21     proposal as it stands in your testimony, that would be



           22     distributed as DNI to the pilots?



           23                        THE WITNESS:  Correct.  Even though



           24     a 12 percent operating margin would have only gone to



           25     expenses over the last four years, if they'd had one.
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            1                        CHAIR RYBARIK:  Very good.  Thank



            2     you.



            3                        JUDGE FUKANO:  Anything further



            4     from --



            5                        COMMISSIONER RENDAHL:  Yes.  I have



            6     an additional question.



            7          So do you have staff witness Van Meter's response



            8     testimony?



            9                        THE WITNESS:  I can get it.



           10                        COMMISSIONER RENDAHL:  Okay.  And I



           11     believe that is -- let me look at my exhibit list.



           12                        THE WITNESS:  In your cross



           13     answering.  7T?



           14                        COMMISSIONER RENDAHL:  That would be



           15     it.  I believe it's 7T.  The response testimony.  I



           16     believe it's at Page 18, starting at Line 16.  And this



           17     has to do with the dispute about -- between your



           18     testimony and witness Van Meter's testimony about



           19     tariff language that might result in overcharging of



           20     customers the pilot boat costs when customers are



           21     charged directly for third-party launch service in



           22     addition to the Port Angeles expense charge.



           23                        THE WITNESS:  Mm-hmm.



           24                        MS. CARSON:  Excuse me.



           25                        COMMISSIONER RENDAHL:  Do you recall
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            1     that?



            2                        MS. CARSON:  Excuse me.  Could we



            3     just verify whether it's response testimony or a cross



            4     answering?



            5                        COMMISSIONER RENDAHL:  It might be



            6     initial -- it might be --



            7                        MS. CARSON:  Response testimony



            8     would be her initial 1T.



            9                        COMMISSIONER RENDAHL:  Yes.  So that



           10     would be 01T.



           11                        MS. CARSON:  Okay.



           12                        COMMISSIONER RENDAHL:  My apologies.



           13                        THE WITNESS:  That's okay.



           14                        COMMISSIONER RENDAHL:  At Page 18.



           15                        THE WITNESS:  I should have it,



           16     then, guys.  I found it, I think.



           17                        COMMISSIONER RENDAHL:  TVM-01T, at



           18     18.



           19                        THE WITNESS:  Mm-hmm.



           20                        COMMISSIONER RENDAHL:  Starting at



           21     Line 16.  And this is about the difference of opinion



           22     about whether the charge for the third-party launch



           23     service in addition to the Port Angeles expense charge



           24     would result in double charging essentially.



           25                        THE WITNESS:  Yes.  Yes.
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            1                        COMMISSIONER RENDAHL:  So can you



            2     explain how there would be no duplication of charges to



            3     customers when charged both for the Port Angeles



            4     expense charge and for the third-party launch service.



            5                        THE WITNESS:  Both would be charged



            6     to the ratepayer.  But the reason is, the way that --



            7     there's no way to anticipate when a pilot boat will go



            8     down or when a third-party launch may be needed in Port



            9     Angeles.  So we can't very well make an adjustment for



           10     that.



           11          So what we've done is take all of the embarkations



           12     and disembarkations in Port Angeles and determined the



           13     total expenses for Port Angeles, and this -- so we've



           14     divided the total Port Angeles expenses by total



           15     embarkations and disembarkations for the test year to



           16     determine our rate.



           17          Those expenses need to be recovered every time an



           18     embarkation or disembarkation is done, is -- is --



           19     occurs because that is how this rate is calculated to



           20     recover those costs.



           21          This is how the rate was originally created back



           22     in the day, as I understand it.  We're just updating it



           23     because it's currently underrecovering those costs.



           24          The third-party launch issue.  Every port in



           25     Washington that PSP serves, the third-party launch is
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            1     invoiced directly to the ratepayer.  We -- and that is



            2     how it was -- it was done in Port Angeles prior to UTC



            3     regulation.  Third-party launch gets billed directly to



            4     the ratepayer.  PSP does not get bills for third-party



            5     launch.



            6          In Port Angeles, they don't -- ratepayers don't



            7     normally get third-party launch invoices because



            8     there's pilot boats available at the pilot station.



            9     But that is not always the case.  Things happen outside



           10     our control.



           11          PSP is simply asking that they continue to recover



           12     their costs for every embarkation/disembarkation and



           13     that the third-party launch service be billed directly



           14     to the ratepayer just like in every other port, just



           15     like it's always been done until recently.



           16          So if we want to change the way the rate is set up



           17     to recover those expenses, we would need to consider



           18     that.  Otherwise, they would be underrecovering those



           19     expenses by not charging that.



           20                        COMMISSIONER RENDAHL:  Okay.  So but



           21     part of what PSP is asking for in this case is to



           22     specifically identify the PSP -- that the Port Angeles



           23     expenses -- which include the cost of operating pilot



           24     boats, correct?



           25                        THE WITNESS:  Yes, that's one piece
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            1     of it, yes.



            2                        COMMISSIONER RENDAHL:  Right.



            3     That's one piece of it.



            4          So if a pilot boat is not operating, you don't



            5     have those operating expenses for that pilot boat, so



            6     that is the question, I think, of why this would not be



            7     double recovering those operating expenses by



            8     charging --



            9                        THE WITNESS:  So PS- --



           10                        COMMISSIONER RENDAHL:  --



           11     additionally for the -- for the third-party launch.



           12                        THE WITNESS:  Mm-hmm.  PSP only ever



           13     operates one pilot boat at a time.  They have two for



           14     redundancy.  So basically, like I said, the way we have



           15     set it up, these expenses to be recovered over a



           16     certain number of embarkations and dis- -- pilot



           17     transfers, was what we can call them, so for every



           18     pilot transfer, we need to recover $700 or whatever it



           19     is to recover all of the expenses for Port Angeles,



           20     which includes the station, the employee salaries, and



           21     everything else.  It's all identified in the exhibit.



           22          But those expenses still have to be recovered even



           23     though a pilot boat isn't being used, because it's



           24     still embar- -- embar- -- a pilot transfer.  So -- and



           25     it's normal operating procedures at PSP to not be
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            1     invoiced for third-party service.  The ratepayers



            2     invoice for third-party services.



            3          There was some issues previously.  That's part of



            4     the why we wanted to change the update, the name of



            5     this charge, to the Port Angeles expense charge from



            6     the pilot boat charge, because it isn't specific to a



            7     pilot boat.  It's just a single charge that is



            8     recovering Port Angeles expenses, some of which are



            9     pilot boat expenses, regardless of whether or not a



           10     third-party launch is used.



           11                        COMMISSIONER RENDAHL:  Thank you.  I



           12     have no further questions, but my colleagues may have



           13     other questions.



           14                        CHAIR RYBARIK:  Got one more



           15     question for you.  You might not want to dispense with



           16     that Van Meter testimony just quite yet, though I don't



           17     think you'll need it.  It relates to the portable pilot



           18     unit purchases.



           19                        THE WITNESS:  Okay.



           20                        CHAIR RYBARIK:  So I don't think



           21     we've gotten into this subject matter quite yet today.



           22     But want to just kind of make sure I understand.  In



           23     your rebuttal testimony -- this is 9T.



           24                        THE WITNESS:  Mm-hmm.



           25                        CHAIR RYBARIK:  AML-9T, Pages 35
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            1     through 37.  You provide some feedback on staff's



            2     proposed depreciation expense.



            3          Can you just outline for me kind of what's the --



            4     what's the dispute here regarding staff's adjustment,



            5     meaning how their depreciation expense adjustment



            6     relates to lease payments contained in other accounts.



            7                        THE WITNESS:  Mm-hmm.



            8                        MS. CARSON:  If I could just



            9     interrupt for a moment.  We do have a settlement now on



           10     the capital expenditures, and the PPUs are included in



           11     that settlement.



           12                        CHAIR RYBARIK:  I've got some



           13     questions on that as well.  I recognize there's a



           14     settlement panel, but I do want to get witness LaRue's



           15     take on this specific issue just to make sure I



           16     understand if there is any dispute remaining.



           17                        MS. CARSON:  Okay.  And I guess my



           18     only point is that technically the position is now the



           19     settlement position, not the rebuttal position, for the



           20     record, once there's a settlement.



           21                        CHAIR RYBARIK:  My next questions



           22     are going to make even more sense when we get there.



           23                        THE WITNESS:  Okay.



           24                        CHAIR RYBARIK:  So is there any



           25     dispute at this point between staff's position on the





                                                                      275

�







            1     depreciation expense and the lease payments?



            2                        THE WITNESS:  Ms. Van Meter



            3     disallowed the inclusion of the 2027 PPU expenses,



            4     which meant purchasing of them, financing of them, the



            5     depreciation of those.  But when the adjustment was



            6     made, she removed all expenses related to PPUs, even



            7     previously authorized expenses for the 2023 PPUs.  That



            8     was my biggest dispute.



            9          We -- we are including the 2027 PPUs in the



           10     settlement, but that was my remaining issue, was that



           11     the 531,000, I believe, about, for the 2023 PPU should



           12     be fully recoverable for PSP.



           13                        CHAIR RYBARIK:  And so good segue



           14     into the next question, which was:  Does the inclusion



           15     of the 2027 PPUs in the capital plan as part of the



           16     settlement affect that position of PSP at all?



           17                        THE WITNESS:  No.  Because since the



           18     2023 PPU expense was authorized, these are not leases



           19     anymore.  These -- in the first case, PPUs were handled



           20     as leases, and that has stopped, so they are purchased.



           21     And they should be allowed to fully recover the



           22     expenses for the 2023 PPUs.  The 2027 PP- -- which will



           23     be fully recovered next year.



           24          The 2027 PPUs will be covered through the



           25     surcharges in the settlement.  And so that's partly why
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            1     we're in agreement of the 2027 PPUs coming out of the



            2     case.



            3                        CHAIR RYBARIK:  And then I think I



            4     know the answer to this given that context, but you did



            5     file some revisions on the adjustments.  It was P18r



            6     and P24r in your rebuttal testimony.



            7          Are any further adjustments needed considering the



            8     settlement, or do those adjustments remain as they were



            9     stated?



           10                        THE WITNESS:  No, I think Ms. Van



           11     Meter went from, you know, the beginning straight to



           12     the end.  And I felt like she missed a few steps in



           13     between.  Adjusting test year amounts is what's normal,



           14     and I just wanted to make that clear since we weren't



           15     disputing the entire adjustment and just part of it.



           16     So that's -- I wanted to make sure that the adjustments



           17     were clear in what we were doing.  No further



           18     adjustments should be needed.



           19                        CHAIR RYBARIK:  Post-settlement, no



           20     adjustments are needed to those?



           21                        THE WITNESS:  Correct.



           22                        CHAIR RYBARIK:  Very good.  Thank



           23     you.



           24                        JUDGE FUKANO:  Any further questions



           25     from the bench for this witness?
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            1          Thank you.



            2                        COMMISSIONER RENDAHL:  No.



            3                        JUDGE FUKANO:  You are excused.



            4                               (Witness excused.)



            5



            6                        JUDGE FUKANO:  Our next witness



            7     would be Captain Klapperich.  But I see that the



            8     estimated cross for this witness is about an hour, and



            9     we are currently at 4:45.  So this appears to be a



           10     reasonable place to pause and adjourn for today.



           11          Are there any other matters that we should address



           12     from any of the parties before we adjourn today?



           13          And for the record, I know that there were several



           14     exhibits that were reserved on for purpose of ruling at



           15     the time that they were at the beginning of today's



           16     hearing.  I understand that they have been referred to



           17     in the course of cross-examination, but I did not hear



           18     any motion to admit those exhibits, and I wanted to



           19     clarify that is the understanding of all parties.



           20                        MS. DeLAPPE:  That they are



           21     admitted -- I'm so sorry.  So I apologize for missing



           22     that step.  But my understanding is that, of all the



           23     exhibits that were objected to, the two that were



           24     deemed excluded on objections were IC-41 and IC-43 at



           25     the end of the day, with the rest deemed admitted.
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            1                        MS. CARSON:  If I might respond to



            2     that.  That is not our interpretation of it.  They were



            3     never asked to be admitted into the record.  They were



            4     referred to, but that doesn't make them admissible into



            5     the record.  So I think that's an important step.



            6                        JUDGE FUKANO:  That was also my



            7     understanding at this point, that there was no motion,



            8     that they were referred to for purpose of illustration,



            9     so I wanted to offer an opportunity to clarify that.



           10                        MS. DeLAPPE:  Thank you.



           11          I would at this time like to make a motion, then,



           12     to admit Exhibit 40X and -- excuse me.  Let me look at



           13     the full list.  And I apologize.  I'm often practicing



           14     before another State agency where the procedures are a



           15     little different.



           16          So Exhibit 40X, Exhibit AML-23X, Exhibit 24 --



           17     AML-24X, Exhibit AML-25X, and Exhibit --



           18     Exhibits AML-26X and AML-27X, as I laid foundation for



           19     each of those with the witnesses, and their testimony



           20     about those exhibits are now in the transcript.



           21                        JUDGE FUKANO:  And response from



           22     PSP?



           23                        MS. CARSON:  We renew our



           24     objections.  The fact that they were referred to does



           25     not mean that she established foundation for them.  And





                                                                      279

�







            1     at this point in time it's -- seems late to try to



            2     reargue these.  I mean, we can go back and have the



            3     argument again, but the time to do that was when the



            4     witness was on the stand.



            5                        JUDGE FUKANO:  I think since we are



            6     addressing it now, it's reasonable to address the



            7     remaining exhibits.  I do agree that two of the



            8     exhibits were rejected in their use at the time, but



            9     let's proceed with the individual exhibits.



           10          I believe IC-41X and IC-30 -- 43X were -- had



           11     sustained objections to their use, so those will be



           12     deemed excluded.



           13                               (Exhibit Nos. IC-41X and



           14                                IC-43X rejected.)



           15



           16                        JUDGE FUKANO:  Regarding IC-40X, I



           17     believe that the witness did discuss the fact that he



           18     reviewed the data request and was able to adequately



           19     explain the calculations, so I will admit IC-40X to the



           20     record.



           21                               (Exhibit No. IC-40X



           22                                admitted.)



           23



           24                        JUDGE FUKANO:  For -- turning to



           25     AML-23X, this was testimony from staff Witness
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            1     Ms. Kermode.  I do believe that there was an objection



            2     during this reference or to further questioning.  So I



            3     will sustain the objection to the statements that were



            4     made or to the -- to the admission of this exhibit.



            5                        MS. DeLAPPE:  May I just interject



            6     on that.  This exhibit was referred to in two -- sorry.



            7                        JUDGE FUKANO:  Ah.



            8                        MS. DeLAPPE:  It's a lot to do at



            9     once.



           10          This exhibit was used in two places.  And while I



           11     agree that there was an objection in the second place



           12     with respect to the amount of unfunded retirement



           13     obligations, it was also discussed with the witness



           14     with respect to the negative equity balance that PSP



           15     has.



           16                        JUDGE FUKANO:  And do you have



           17     citations to where the witness's testimony refers to



           18     this material?



           19                        MS. DeLAPPE:  Yes.



           20          So that was -- the citation was -- let's see.  The



           21     page number.  Let's see.  23X.  It was with regards to



           22     the equity.  And I'll have to pull -- I just closed my



           23     exhibit, so I'll have to pull that up, but it should



           24     just take me a moment, because I highlighted the



           25     relevant passage.
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            1                        MR. STARKEY:  Your Honor, if we can



            2     make a point in terms of our objection here.  I think



            3     the objection is that it's being used in particular to



            4     establish the amount in question here.  That's what was



            5     objected to, is that witness -- the witnesses that were



            6     questioned did not have the background.  They didn't



            7     have the data behind it.  And that's what they're



            8     trying to get it in for.



            9          I think using it for just referencing it is



           10     different than establishing foundation, which we don't



           11     believe was done.



           12                        MS. DeLAPPE:  Exhibit AML-23X,



           13     Page 11 of the exhibit numbering, which we clarified



           14     during testimony was Page 8 of the original Exhibit



           15     DPK-1T numbering that discussed at Lines 14 through 18



           16     the current balance of PSP's equity account being



           17     negative and the absence of positive equity balance.



           18                        JUDGE FUKANO:  And do you have the



           19     citations -- you said that the witness LaRue referred



           20     to this material in her testimony?



           21                        MS. DeLAPPE:  I'm sorry.  I'm saying



           22     that Ms. LaRue did discuss equity as we established in



           23     our cross-examination with respect to Bench Request --



           24     Bench Exhibit 1, and she agreed with the statements



           25     that Mr. Kermode made in this exhibit at Lines 14 and
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            1     the second statement starts at Line 16 of Page 11 of



            2     this exhibit.



            3                        MR. STARKEY:  We would object to the



            4     characterization that she agreed with it.  I think she



            5     agreed that the words were there.  But I don't think



            6     she agreed.



            7                        MS. DeLAPPE:  I would let the



            8     transcript speak for itself on that.



            9                        JUDGE FUKANO:  My recollection is



           10     that the witness did agree about the negative equity



           11     balances on the adjusted -- regulatory adjusted



           12     accounts for PSP.  And so that does appear to be within



           13     the witness's scope of testimony, and I will admit



           14     AML-23X but acknowledge PSP's objection that, you know,



           15     the relative weight to the numbers will be afforded the



           16     weight it is due based on the foundation that has been



           17     laid on this record.



           18                               (Exhibit No. AML-23X



           19                                admitted.)



           20



           21                        JUDGE FUKANO:  Turning to AML-24X.



           22     I don't recall.  Was this referred to in cross with



           23     this witness?



           24                        MS. DeLAPPE:  It was with respect



           25     to -- my recollection is that it was.  It should have
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            1     been.  I think I might have accidentally missed it.  So



            2     I will have to cede this one.  Thank you.



            3                        JUDGE FUKANO:  And this one will not



            4     be admitted to the record, so that one is rejected.



            5                               (Exhibit No. AML-24X



            6                                rejected.)



            7



            8                        JUDGE FUKANO:  Turning to AML-25X.



            9     There was an objection to this reference at the time



           10     that it was used, that I believe was sustained.  So I



           11     will maintain that rejection at this time.



           12          Now to AML-26X.  I believe this one was also



           13     objected to.  Am I correct in that recollection?



           14                        MR. STARKEY:  And, Your Honor, I



           15     believe -- and I apologize.  I think I mistook argument



           16     on 23 with 26.  So I do apologize on that.



           17          But I think that our objection still stands for



           18     26, which dealt with an actuarial accountant here, and



           19     Ms. LaRue is not an actuary, and it is outside the



           20     scope of her direct and rebuttal.



           21                        JUDGE FUKANO:  And any response from



           22     PMSA?



           23                        MS. DeLAPPE:  I apologize.  I'm a



           24     little -- I'm a little confused about which exhibit



           25     we're on now.  Sorry.
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            1                        JUDGE FUKANO:  I believe we're



            2     referring to AML-26X.



            3                        MS. DeLAPPE:  So, yes, the testimony



            4     of Mr. Wood.  That does -- that's fine.  I understand



            5     that that was objected to.



            6                        JUDGE FUKANO:  Very good.  And that



            7     will also be rejected.



            8                               (Exhibit No. AML-26X



            9                                rejected.)



           10



           11                        JUDGE FUKANO:  And I suppose just to



           12     clarify the record on my prior question, referring to



           13     AML-25X, I believe that was also objected to at the



           14     time it was used?



           15                        MS. DeLAPPE:  I do not believe it



           16     was.  And we discussed three long-form financial



           17     exhibits.  That was the -- and foundation was



           18     thoroughly laid that she is familiar with Ms. Norris's



           19     work for the financial statements, and it was not used



           20     for any purpose except for comparing a specific



           21     statement that was in all three.



           22                        JUDGE FUKANO:  Okay.  I apologize.



           23     I believe I may have mixed up 25X and 26X in my



           24     recollection, so...



           25                        MS. DeLAPPE:  Understood.
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            1                        JUDGE FUKANO:  One moment, please.



            2                        MR. STARKEY:  We would agree with



            3     that characterization, Your Honor.



            4                        JUDGE FUKANO:  In which case 25X



            5     will be deemed admitted, subject to weight based on the



            6     foundation.



            7                               (Exhibit No. AML-25X



            8                                admitted.)



            9



           10                        JUDGE FUKANO:  And apologies for the



           11     confusion, but I'm glad we're able to clarify this now.



           12          And then last is AML-27X.



           13                        MS. DeLAPPE:  And that was the



           14     presentation that was for Ms. Norris.



           15                        JUDGE FUKANO:  And any response from



           16     PSP?



           17                        MR. STARKEY:  I think there was a



           18     very limited Q&A on it.  To the extent it's admitted,



           19     we would ask that it be admitted on that limited



           20     purpose.  But I don't believe there was an objection to



           21     that one Q&A, or maybe two.



           22                        JUDGE FUKANO:  I don't believe there



           23     was either.  So, yes, for the limited purpose that it



           24     was introduced, then we will -- it will be deemed



           25     admitted.
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            1                               (Exhibit No. AML-27X



            2                                admitted.)



            3



            4                        JUDGE FUKANO:  And so then for



            5     clarity, I'd just like to go through these to make sure



            6     that I've properly transcribed these.



            7          IC-40X is admitted.  IC-41X was rejected.  IC-43X



            8     was rejected.  AML-23X was admitted.  AML-24X was



            9     rejected.  AML-25X was admitted.  AML-26X was rejected.



           10     And AML-27X is admitted.



           11          I'm seeing nods in agreement, so I believe we have



           12     a clear record on this matter.



           13          Is there anything else to address before we



           14     adjourn today from any of the parties?



           15          Hearing nothing.  Then thank you for your



           16     participation today.  We are adjourned for today.  We



           17     will resume tomorrow at 9 a.m.



           18          We are off the record.



           19                               (Proceedings adjourned at



           20                                4:59 p.m.)



           21



           22



           23



           24



           25
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