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I INTRODUCTION

This case marks the third Puget Sound Pilots (“PSP”) rate case filed with the Washington
Utilities and Transportation Commission (“Commission” or “UTC”’). The Commission became
PSP’s economic regulator just seven years ago. Pilotage rate cases are “relatively novel

proceeding[s]”"!

and, consistent with this, the Commission has convened ratemaking workshops
since the last case to help fill in the contours of pilotage ratemaking.

Pilotage ratemaking methodologies continue to evolve—as they should for an industry
new to Commission regulation. Current and former Commission Staft analysts involved in the
inaugural rate case have testified in this case that certain methodologies, adopted as proxies in
that initial case, are no longer appropriate and should not be continued where better evidence and
stronger methodologies are now available.

Despite the newness of pilotage ratemaking at the Commission, the Pacific Merchant
Shipping Association (“PMSA”) has repeatedly attempted to bind the Commission to immutable
“precedent” based on just two past cases. The Commission should scrutinize these ill-conceived
and unsupported claims of precedent with a healthy dose of skepticism. Often, these claims of
“precedent” are nothing more than a methodology or formula contrived by PMSA, not developed
or endorsed by the Commission—and in some cases outright rejected by the Commission in past
cases. Even where the Commission has adopted an approach in a past case, it is reasonable to
evaluate the approach based on the specific facts presented, particularly when pilotage

ratemaking is in its early stages. The Commission must base its determination on the record

before it and should not be bound by prior determinations or evidence from past cases.

PSP has taken great care to follow the direction of the Commission from past cases.

e Before filing this case, PSP participated in ratemaking workshops to address issues such
as rate of return methodology and automatic adjustment mechanisms. PSP’s proposal in
this case for an operating margin grew out of a Staff-led ratemaking workshop.

Y Wash. Utils. & Transp. Comm 'n. v. Puget Sound Pilots, Docket TP-220513, Final Order 08 9281 (Aug. 10, 2023)
(“Final Order 08).
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e PSP has worked diligently to obtain approvals for its multiple employer defined benefit
plan (“MEP”) as ordered by the Commission and has kept the Commission apprised with
status updates every 60 days.

e PSP has filed a narrowly tailored case to address issues properly before the Commission.

e PSP has strengthened the evidentiary support for its proposals where the Commission
previously found the evidence insufficient—for example, regarding transportation
expense, reasonableness of affiliate transactions, and most notably, a comprehensive,
detailed, and well-documented Pilot Compensation Study.

One of the key issues in this case is PSP’s total distributed net income (“TDNI”), the
largest element of PSP’s revenue requirement. It is calculated by multiplying the authorized DNI
by the number of funded pilots. Regarding DNI, the Pilot Compensation Study presented in this
case provides detailed compensation data for more than half of the state licensed pilotage
groups—approximately 650 pilots. Commission Staff, which proposed guidelines for such
studies, characterized the Pilot Compensation Study as the clearest, most complete salary
evidence presented in any PSP case, and Staff relied on the study when making a DNI
recommendation.? The Pilot Compensation Study demonstrates that pilot compensation needs to
be substantially increased if PSP is to fulfill the will of the legislature and the Board of Pilotage
Commissioners (“BPC”) and recruit nationally for pilots. PSP’s compensation ranks 20" out of
22 pilot groups analyzed, making PSP one of the lowest compensated pilotage groups.® Yet this
is not surprising given the rate freezes imposed for several years before the UTC became the
economic regulator of pilotage services.* The BPC has expressed concern that the pipeline of
pilotage candidates has been insufficient, requiring more frequent licensure exams. Raising DNI
to the national average, as PSP requests, is necessary to support national recruitment of pilots.

Regarding the number of pilots, PSP requests the Commission fund 60 pilots, which is
the number of pilots currently authorized by the BPC. As the Commission previously
determined, “we must respect and support the BPC’s jurisdiction as the safety regulator and

licensing authority. The BPC must determine the number of authorized pilots [and] any

2 Sevall, Exh. SS-1Trr at 9:7—11:19.
3 Sisung, Exh. RLS-4T at 34, Table 10; Carlson, Exh. IC-01T at 9:4-7.
4 Carlson, Exh. IC-10 at 40, Exhibit 6.
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10.

appropriate target assignment levels . . . . Rate cases before the Commission are an opportunity
for PSP to recover the costs of providing these pilotage service.”

Another important issue in this case is PSP’s pension. PSP proposes that the Commission
continue to fully fund PSP’s pay-as-you-go pension while PSP finishes the process of obtaining
federal approvals of its MEP as directed by the Commission. Late last year, the IRS issued a
determination that the MEP is a tax qualified plan, and informal discussions with the Department
of Labor indicate that an advisory opinion is expected soon regarding whether PSP qualifies as
an employer under ERISA. PSP has relied on the Commission’s prior order to move forward
with this MEP, and the Commission should reject proposals by other parties to move the
goalposts, transition away from the MEP, and fully or partially defund PSP’s existing pension
when the approval processes are nearly complete. PSP plans to file a case seeking Commission
approval of its MEP in the next year.

As set forth in its filed case, and discussed below, PSP has presented substantial and
compelling evidence supporting its case. The Commission should grant the relief requested.

II. LEGAL STANDARDS
A. Rates Must Be Fair, Just, Reasonable, and Sufficient.

The Commission must establish rates that are fair, just, reasonable, and sufficient for the
provision of pilotage services provided under chapter 88.16 RCW.® As the pilotage association
filing the proposed tariff changes, PSP bears the initial burden of proof.’

In any general rate proceeding, the Commission seeks:

To set rates that are fair to customers and to the company’s shareholders; just in
the sense of being based solely on the record developed in a rate proceeding;
reasonable in light of the range of possible outcomes supported by the evidence;
and sufficient to meet the needs of the company to cover its expenses and attract
necessary capital on reasonable terms.®

5 Final Order 08 Y 49; see also § 158.
6 RCW 81.116.020(1), (3).

7RCW 81.116.030(5).

8 Final Order 08 9§ 44.
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11.

12.

13.

The Commission is granted broad discretion in setting fair, just, reasonable, and
sufficient rates.” This means the Commission also has substantial discretion to select the
appropriate rate-making methodology.'® The Commission reviews tariff filings on a case-by-case
basis, making judgments based on the record before it.!' One consideration the Commission
makes in the pilotage context is whether PSP’s rates allow it to “attract and retain pilots to
perform essential pilotage service in the Puget Sound Pilotage district.”!?

The Commission has recognized that it must adhere to its proper role as PSP’s economic
regulator, while respecting and supporting the Board of Pilotage Commissioners’ jurisdiction as
PSP’s safety regulator and licensing authority. '* Specifically, the Commission recognizes the
BPC'’s jurisdiction over “the number of authorized pilots, any appropriate target assignment
levels, appropriate rest rules, and any other safety-related obligations.”'* The Commission has
determined that “the rate-setting process must establish fair, just, reasonable, and sufficient rates
to support the number of pilots authorized by the BPC and to allow for recovery of other

reasonable and prudent costs incurred by the pilot association.” !

B. The Commission’s Prior Pilotage Orders Were Based on a Fact-Driven Inquiry, and
the Commission Should Continue That Approach.

The Commission became the economic regulator of PSP in 2019,'¢ and this is only the
third PSP rate case considered by the Commission. Compared to industries that have been
regulated by the Commission for decades, the regulation of the pilotage industry in Washington

remains a “relatively novel proceeding.”!’

9 See People’s Org. for Wash. Energy Res. v. Wash. Utils. & Transp. Comm’n, 104 Wn.2d 798, 808 (Dec. 12, 1985).
10 PacifiCorp v. Wash. Utils. & Transp. Comm’n, 194 Wn. App. 571, 607 (2016) (citing US West Commc 'ns, Inc. v.
Wash. Utils. & Transp. Comm’'n, 134 Wn.2d 74, 86 (1997)).

1 See PacifiCorp, 194 Wn. App. at 612-13.

12 Final Order 08 9 48; Wash. Utils. & Transp. Comm’n v. Puget Sound Pilots, Docket TP-190976, Final Order 09
43 (Nov. 25, 2020) (“Final Order 09”).

13 Final Order 08 9 49.

4 1d.

5.

16 RCW 88.16.055

17 Final Order 08 9 281.
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14.

15.

Rates set by the Commission must be just in the sense of “being based solely on the
record developed in a rate proceeding[.]”!® In both of PSP’s prior rate cases, the Commission
conducted a record-based, individualized analysis, looking to evidence in the record to support
certain methodologies.!® While the Commission may have found that certain proposals or
methodologies were not supported by the earlier records, this does not preclude PSP from
bringing new evidence to justify new proposals. In several circumstances, the Commission has
encouraged PSP to bring additional evidence to support its request when evidence was lacking in
prior cases®” and to participate in ratemaking workshops to more fully flesh out ratemaking
methodologies, such as rate of return and an automatic adjustment mechanism.?!

III. ARGUMENT

The Puget Sound Pilots operate in a complex and environmentally sensitive industry
within one of the largest and most complex port systems in the United States, regularly piloting
some of the largest vessels in the world. The evidence demonstrates that, despite the demands of
these responsibilities and the weight of the risks, PSP pilots are compensated well below the
national average. Rates should be set at a level that is fair, just, reasonable, and sufficient. PSP
has provided a robust record supporting its case, filling in gaps that were missing in previous
cases and responding directly to the Commission’s concerns in Final Order 08 and Final Order
09. The Commission should approve PSP’s proposed adjustments because they are necessary to
fulfill the Pilots’ duties to “prevent the loss of human lives, loss of property and vessels, and to

protect the marine environment of the state of Washington[.]”*?

8 1d q44.

19 See generally Final Orders 09, 08.

20 See, e.g., Final Order 09 99 269, 274 (rejecting PSP’s proposed Transportation Charge for lack of evidence and
requesting additional explanation in future rate cases); 9§ 149 (requesting PSP “provide financial statements for each
of the pilot associations included in its comparability analysis”); Final Order 08 4 350 (transportation expense again
denied for lack of evidence); 9§ 120 (requesting additional information to be included in compensation studies); § 272
(stating the Commission may revisit findings on automatic adjusters if “PSP provides more detailed support™).

2! Final Order 09 9 390; Final Order 08 9 166, 272.

2ZZRCW 88.16.005.
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16.

17.

A. PSP’s TDNI Properly Considers National Average Pilot Compensation and the
Number of Pilots Authorized by the BPC.

Pilot compensation, or total DNI (“TDNI”), is the primary element in PSP’s ratemaking
formula.?® PSP’s TDNI request reflects (i) a target distributed net income per pilot of $729,467,
which is aligned with a comprehensive compensation study; and (ii) funding the number of pilots
authorized by the BPC, which currently is 60 pilots. This request is supported by substantial
evidence and is consistent with the Commission’s direction in prior cases.?*

Pilots act as a guardrail against avoidable major casualty events. Pilots navigate foreign
flagged ships, among others, that may have inexperienced crew members or unknown issues
with the vessel. Captain Viso provided the example of the Dali crashing into the Francis Scott
Key Bridge as evidence of how ships can avoid or otherwise limit liability well below the actual
damage a vessel may cause.? Post-accident recovery is uncertain, so prevention matters, and
prevention depends on a tariff that reliably supports a modern, safe, efficient, and reliable
pilotage service. Pilotage is a unique profession that requires decades of preparation, demands
the exercise of specialized knowledge and skills under conditions of immense consequence,
carries physical danger far exceeding that of most occupations, and serves a public safety
function that is indispensable to the protection of Washington’s marine environment and the safe
movement of billions of dollars in maritime commerce. PMSA’s own witness, Dr. Cohen,
previously referred to pilots as the pinnacle of the mariner profession.?® The evidence
demonstrates that, despite the weight of these responsibilities, PSP pilots are compensated well

below the national average.

23 Final Order 08 9 63.

24 See Final Order 09 § 149 (requiring PSP to include financial statements in any comparability analysis); Final
Order 08 9 120 (setting parameters for the reliability of future compensation studies).

%5 Viso, Exh. JIV-1T at 32:15-33:13 (After the Dali struck the Francis Scott Key Bridge, the vessel's owner and
manager filed a federal admiralty petition seeking exoneration from or limitation of liability, submitting an interim
stipulation for value of only $43,671,000—while the latest estimates for replacement of the bridge have reached as
high as $5.2 billion).

26 Sisung, Exh. RLS-15 at 222:20-22 (“pilots really are the pinnacle of their profession.”).
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18.

19.

It can take years, even decades, to become a fully licensed state pilot.?” In the state pilot
system, the pilots’ objective is to protect state waters by preventing ships from engaging in
unsafe operations in crowded waterways and facilitating the safe, efficient, and environmentally
responsible movement of vessels in state waters.?® The principal beneficiary of the pilot’s service
is not the foreign flagged vessel or the owner or operator, but rather the state, its citizens, and the

public interest.*’

Pilotage comes with physical risk, in part because pilots may be dispatched
during irregular hours and during difficult weather conditions.*® As PSP Witness Captain Jorge
Viso testified, “[a]n appropriate question to consider is the value of bringing safely through the
most hazardous part of the voyage, a ship and cargo that may be worth several hundred million
dollars or carrying several thousand passengers and accomplishing it on schedule with a casualty

rate approaching zero.”’!

1. PSP’s request for a DNI of $729,467 is reasonable and supported by the
record.

DNI is compensation for the labor performed by pilots, and PSP has presented a rigorous
Pilot Compensation Study that provides the market rate for this service. Compensation should be
set in a manner that reflects the true value of the service rendered, supports the recruitment and
retention of the best qualified candidates from a national pool, and allows for the continued
provision of safe, reliable pilotage services in Washington. PSP’s proposed DNI of $729,467 is

supported by a robust record and is the proposal best suited to achieve these goals.

The Commission should give substantial weight to the Pilot Compensation Study when
considering PSP’s DNI. The Commission has stated in past cases that it may use evidence
regarding comparable pilotage districts as persuasive evidence to determine a reasonable DNI,

giving it weight based on its reliability and relevance to the facts of the case. In this case, PSP

27 Viso, Exh. JJV-1T at 14:5-13.

28 Viso, Exh. JIV-1T at 21:1-7.

» Viso, Exh. JIV-1T at 21:1-7.

30 Viso, Exh. JJIV-1T at 15:16-16:2 (pilotage fatality rate of approximately 35 per 100,000 pilots per year).
31 Viso, Exh. JJV-1T at 36:7-17.

32 Final Order 09 9 141; Final Order 08 q 117.
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20.

21.

has provided a Pilot Compensation Study of a quality far surpassing those presented in previous
rate cases and consistent with the Commission’s direction in past cases. It should be viewed as
reliable, relevant, and persuasive evidence supporting PSP’s proposed DNI. Indeed, Staff witness
Sevall described the Pilot Compensation Study as “the clearest and most complete salary
evidence that PSP has provided in any case” and stated that it “is a tool that helps define a range
of reasonable compensation.”** Sevall relied on PSP’s Pilot Compensation Study in making his
DNI recommendation.

a. PSP presented a detailed and thorough Pilot Compensation Study
demonstrating PSP’s DNI should be increased.

PSP witness Lane Sisung provides a comprehensive study to determine the average
annual compensation of a United States pilot based on publicly available information.** The
study shows PSP ranks near the bottom nationally when compensation is adjusted to reflect 2024
CPI dollars and location,*> demonstrating the Puget Sound Pilots are not being fairly
compensated for the service they provide, which is the same service provided by pilots
nationally.*® The final sample group for the study, which removed outliers, represents 22 pilotage
associations, or 52% of all APA-member pilots nationwide and a total of 649 pilots.>’

The Pilot Compensation Study analyzes compensation in several ways, creating a range
of reasonable compensation for the Commission to consider. This includes using a simple
average,>® a weighted average,®® cash only compensation,*® and cash plus benefits (excluding
pension) compensation.*! Each of these measures demonstrates that PSP’s DNI is low compared

to the national average. PSP’s requests the Commission authorize PSP’s DNI at $729,467, which

33 Sevall, Exh. SS-1Trr at 8:7-9:5.

34 Sisung, Exh. RLS-4.

35 Sisung, Exh. RLS-4 at 28.

36 Viso, Exh. JJV-1T at 11:17-19:14.

37 Sisung, Exh. RLS-4 at 41 (the final sample group represents 649 APA member pilots out of 1,244 APA member
pilots).

38 Sisung, Exh. RLS-4 at 32-33.

3 Sisung, Exh. RLS-4 at 34-35.

40 Sisung, Exh. RLS-4 at 37-38.

41 Sisung, Exh. RLS-4 at 45-47.
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22.

23.

24.

is the level of cash plus benefits compensation set forth in the Pilot Compensation Study, using a
per pilot average.*?

PSP pilots are substantially underpaid relative to their peers nationwide. PSP pilots
earned $449,591 in cash compensation in 2024.* By comparison, the study’s Final Sample
Group (which removed outliers) shows PSP pilots earned $240,568 less in cash compensation
than the national per-pilot average of $690,159.* The gap between the PSP pilots and the
average pilot widens when the value of benefits are included in the analysis. In an effort to
understand the total compensation of a pilot, the Pilot Compensation Study included the value of
non-cash benefits (excluding pension) offered to the average pilot within each association in the
study. Once the cash compensation and benefits values are included, the national average annual
compensation on a per-pilot basis is $729,467 compared to $453,938 for PSP, a shortfall of
$275,529.4

Regardless of the metric used, the one constant is that PSP pilots are underpaid compared
to their peers who are providing the same service. Sisung updated the study on rebuttal to
provide the most current compensation information. Although the national average increased
when updated on rebuttal to a per-pilot average of $745,089 (cash compensation)*® and $782,989
(cash plus benefits excluding pension),*” PSP has not increased its request and seeks a DNI of
$729,467.

The Pilot Compensation Study shows that PSP members are among the lowest
compensated pilots in the country.* PSP’s position has been consistent: PSP compensation

should be increased to be commensurate with the average total compensation for pilots as shown

42 Sisung, Exh. RLS-4 at 8 (weighted average accounts for the size of a pilotage association and provides an average
on a per pilot basis. The Commission should use the weighted average rather than the simple average, otherwise
pilotage groups with two pilots would carry the same weight as a group with over fifty).

43 Sisung, Exh. RLS-4 at 40; Carlson, Exh. IC-01T at 12, Table 2.

4 Sisung, Exh. RLS-4 at 40 (using the weighted average methodology to provide a per-pilot average).

4 Sisung, Exh. RLS-4 at 63; Carlson, Exh. IC-01T at 13, Table 2.

46 Sisung, Exh. RLS-6 at Sch. 2f.

47 Sisung, Exh. RLS-6 at Sch. 3a.

48 Sisung, Exh. RLS-4 at 28.
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26.

27.

in the Pilot Compensation Study.*’ Although PSP’s proposed TDNI admittedly represents a
significant increase to PSP’s current TDNI, PSP’s request would simply place its pilots at the
average of peer pilots, who perform similar work, in a manner that provides fair compensation
for the responsibilities of pilotage services.

Staff's witness Sevall described the Pilot Compensation Study as “the clearest and most
complete salary evidence that PSP has provided in any case” and stated that it “is a tool that
helps define a range of reasonable compensation.”? Sevall recommended that the Commission
give the Pilot Compensation Study “due consideration” and found it “credible,” noting that it
reflects a range of salaries from pilotage grounds throughout the United States and “uses a
consistent method to adjust financial information for time and location.”>!

As Staff witness Sevall testified, given the updated information from the Pilot
Compensation Study, the Commission should use this data and methodology rather than prior
methodologies.’> While Sevall testified to a wide range of reasonableness that included the prior
DNI adjusted for CPI, his specific DNI recommendation is $641,587.> Staff’s recommendation

displays the reasonableness of PSP’s requested increase and supports a finding that the Pilot

Compensation Study should be given significant weight based on its reliability and relevance.

b. The Pilot Compensation Study is methodologically sound and
consistent with the Commission's request for better information.

The Pilot Compensation Study responds to the Commission’s concerns with
compensation studies from prior cases.>* The Pilot Compensation Study contains detailed
descriptions of its data sources, primarily including audited financial statements, financial

statements submitted to a regulatory agency, and financial data sourced from regulatory

4 Carlson, IC-1T at 8:16-9:12.

0 Sevall, Exh. SS-1Trr at 8:7-9:5.

31 Sevall, Exh. SS-1Trr at 9:7-20.

32 Sevall, Exh. SS-1Trr at 7:11-8:5 (“I cannot recommend that the Commission continue to use the method I
originally created and testified to in 2019”).

33 Sevall, Exh. SS-1Trr at 15:12-14; Exh. SS-5r.

54 Final Order 09 9149; Final Order 08 4 419; Sisung, Exh. RLS-5T at 18-20.
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28.

compliance filings.>® The Pilot Compensation Study took care to avoid comingling of actual and
authorized DNIs by only including actual distributions, and included data only from the most
current year of available data.® Importantly, there was no cherry-picking of data, and the Pilot
Compensation Study “reported pilot compensation for pilot associations across the United Staes
in every manner that it could.””’ To present a more comprehensive and consistent comparison
that adjusts the data for time and location, the Pilot Compensation Study makes locational
adjustments®® and CPI adjustments.> The Pilot Compensation Study removed mathematical
outliers that would not be representative of the average pilot compensation.*

Following the direction in Final Order 09, the Pilot Compensation Study established clear
criteria by which it evaluated the comparability of pilot districts. It compared compensation
across each pilot association nationwide, subject to the locational adjustments for purposes of
comparison and analysis.®' As the Study explained, relative compensation is a key consideration
for an experienced maritime professional seeking to become a pilot given the competitiveness,

t.%2 This approach is

investment, and the overall resource intensity required to become a pilo
consistent with Staff's own Pilotage Workshop Presentation, which stated that “we should focus
on the providers of pilotage service, not the physical districts in order to compare.”® In the
Workshop, the concept that all pilots share a common professional definition—*"“a professional
mariner with local knowledge”—was analogized to comparing lawyers’ salaries across

jurisdictions “to determine a fair salary.”%* In short, marine pilotage is a national market, not a

local one—and both PSP and Staff recognize the relevance of a national comparison. ®

55 Sisung, Exh. RLS-5T at 6-9.

% Sisung, Exh. RLS-5T at 18, 54.

57 Sisung, Exh. RLS-4 at 17, Appendix C.
%8 Sisung, Exh. RLS-5T at 56-57.

% Sisung, Exh. RLS-5T at 55-56.

% Sisung, Exh. RLS-05T at 78. The outlier that was removed—the Lake Charles Pilots—would have increased the
average compensation.

o1 Sisung, Exh. RLS-4 at 7.

62 Sisung, Exh. RLS-4 at 7.

63 Cohen, Exh. SC-06 at 24.

64 Cohen, Exh. SC-06 at 25.

% Carlson, Exh. IC-01T at 17:11-20:20.
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30.

31.

In PSP's first rate case, PSP provided compensation data from only nine state-licensed
pilot associations, which the Commission found insufficient to accurately demonstrate that it
represented the pilotage industry as a whole.®® By contrast, the Pilot Compensation Study
includes compensation data for approximately 21 APA-member pilot associations containing
approximately 649 member pilots, representing approximately 52% of member pilots throughout
the country. This is consistent with Staff's stated goal that “initially a wide net should be cast to
gather as much information as possible.”®” Staff witness Sevall found the Pilot Compensation
Study to be clear, thorough, and “compelling.”®
The study used the best available data, and by doing so, offers an unbiased and

comprehensive look at pilotage compensation.® The Pilot Compensation Study should be

afforded substantial weight as highly reliable evidence in support of a DNI of $729,467.

c. The Commission regularly considers comparative market data when
setting rates and should consider the robust Pilot Compensation
Study when setting DNI.

The Commission has a well-established practice of evaluating the fairness and
reasonableness of compensation by reference to prevailing market conditions. As the

Commission recognized in WUTC v. Rainier View Water Co.,’®

the Commission's prior
ratemaking treatment in establishing an appropriate compensation level has been to authorize an
owner/executive a salary that is comparable to a competitive or prevailing compensation for the
type or types of services the owner-operator performs.” Consistent with this principle, the
Commission has repeatedly relied on comparative market data—including national and regional

compensation surveys of similarly situated companies—to assess and adjust both executive and

non-executive compensation levels.”! This market-based approach has continued in more recent

% Final Order 09 9 143.

7 Cohen, Exh. SC-06 at 26.

%8 Sevall, Exh. SS-1Trr at 8:7-11:19.

% Sisung, Exh. RLS-05T at 68 (Noting that if UPC used only data from 2023, as suggested by PMSA, average
income would increase).

" WUTC v. Rainier View Water Co., Docket UW-010877, 6th Supp. Order 9 49-53 (Jul. 12, 2002).

" See In Re: Consol. Garbage Cases, 1988 WL 1662980, Dockets TG-2016 et al., Order 05 at 20 (Jan. 28, 1988)
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32.

proceedings. In WUTC v. Cascade Natural Gas Corp., the Commission approved increased
compensation for both union and non-union employees to “better match market salary levels and
attract qualified workers.””? Similarly, in WUTC v. Avista, the Commission authorized increased
base pay for non-executive employees after reviewing a third-party comparison with regional
and national compensation levels across the utility industry and other industries.” Taken
together, these decisions demonstrate that the Commission both does and should consider market
factors, including competitive salary benchmarks and regional and national compensation
surveys, as a central component of its evaluation of whether compensation is fair and reasonable.
The use of market-based compensation comparisons is a recognized method to determine
fair compensation for pilotage services. For example, PMSA’s witness Spencer Cohen conducted
a salary survey to provide salary recommendations in Florida, using similar data and cost of
living adjusters like PSP’s Pilot Compensation Study.”* Other jurisdictions have taken a similar
comparative approach. When Maryland first established pilotage rates, its Public Service
Commission found that rates “cannot be just and reasonable if pilot income is out of line” and
“pilots earnings in other jurisdictions ... are the best indication available to the Commission
concerning the value of pilotage services.””> The Maryland Commission focused on the value of
the service provided rather than simply a way to prevent pilot attrition, concluding any lack of
defections “is as much a function of a lack of alternatives as it is a function of adequate
wages.”’® Other jurisdictions go even further and require rate-setting entities to consider

national rates.”’ This approach in other jurisdictions demonstrates that pilotage is frequently

(relying on national compensation surveys of similarly sized companies to establish executive officer compensation
guidelines); Wash. Utils. & Transp. Comm’n v. The Toledo Telephone Company Inc., 1983 WL 909313, Docket U-
83-20, Commission Order (Oct. 4, 1983) (increasing executive compensation based on a comparative survey of
similarly situated companies); Wash. Utils. & Transp. Comm n v. Bremerton-Kitsap Airporter, Inc., Docket TC-
001846, 5th Supp. Order 9 34-35 (Aug. 2, 2002) (same).

2 WUTC v. Cascade Natural Gas Corp., Docket UG-200568, Order 05 99 202-05 (May 18, 2021).

B WUTC v. Avista, Docket UE-240006, Order 08 9§ 695 (Dec. 20, 2024).

74 Sisung, Exh. RLS-14.

5 Re Ass'n of Maryland Pilots, 76 Md. P.S.C. 498 (Md. P.S.C. Sept. 16, 1985).

" Id.

7 See, e.g., California, Section 1200-1203 of the Harbors and Navigation Code (requiring consideration of “pilotage
rates charged for comparable services rendered in other ports and harbors in the United States”); Louisiana, La. Rev.
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34.

viewed as a national market, rather than a local one, as PMSA suggests. The Commission should
ensure that pilot compensation represents a fair, just, reasonable, and sufficient value for the
service provided, rather than as PMSA proposes, an opportunity to squeeze pilot compensation

until evidence of attrition appears.

d. The work of pilots is fundamentally the same across U.S. state
licensed pilotage groups, and the Commission should consider the
national average when setting compensation.

The Puget Sound Pilots perform work that is fundamentally similar to the work
performed by state-licensed pilots throughout the United States. The evidence in this proceeding,
including expert testimony from the President of the American Pilots’ Association, the Pilot
Compensation Study, and the testimony of Commission Staff, demonstrates that “operational
comparability” between PSP and other pilotage groups is well established. Since all pilots
nationally perform similar work, the national labor market for marine pilots is relevant to PSP’s
ability to attract and retain high quality pilots.

Captain Viso, President of the American Pilots’ Association, has conducted 190 pilotage
ride-alongs with over 100 individual state-licensed pilots in virtually every APA-member
pilotage group throughout the country.”® Captain Viso testified that “[a]ll maritime pilots have
very similar duties, perform similar tasks, need similar skills, and face similar demands.””’
Pilots, with little knowledge about a foreign ship’s operating condition, must assess risks,

establish control of the navigation, and determine how to handle the ship in confined

waterways.® This view is similar to Commission Staff witness Scott Sevall, who testified: “The

Stat. § 34-1122 (considering “fair average annual compensation for a state ship pilot, in comparison to regulated
state ship pilotage in other United States ports™); Hawaii, H.S. §462A-11 (considering “the rates and charges of
pilotage at comparable ports of the United States”); Virginia, Virginia Code § 54.1-918 (considering “the rates and
charges of pilotage at comparable and competing ports of the United States”); Oregon, OAR 856-030-0000(2)
(considering “evidence of the compensation and benefits provided to pilots in pilotage associations serving Puget
Sound and San Francisco”).

78 Viso, Exh. JJV-1T at 11:1-16.

7 Viso, Exh. JJV-1T at 16:3-17.

80 Viso, Exh. JJV-1T at 16:3-17.
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36.

37.

simple fact is each pilot regardless of the district they serve is tasked with providing the same
service. In this manner every pilot is comparable.”®!

All pilots face similar environmental and navigational challenges like strong winds,
complex tidal and current patterns, fog, heavy rain, and rough seas. Pilots also face human and
operational factors such as language barriers, inexperienced or fatigued crews, and the immense
responsibility for safeguarding huge multimillion-dollar ships and their cargoes. Every pilot,
regardless of where she or he works, faces the reality that “one incorrect—or even suboptimal—
decision during a piloting assignment could lead to a potentially catastrophic vessel casualty with
loss of life, damage to the marine environment, and/or hundreds of millions of dollars in
damages.”®?

The workload, risk, and liability of pilots is also comparable from port to port.®* Pilots
around the country generally work rotations consistent with standard maritime industry practices
designed to ensure adequate recuperative rest.®* All pilots in the United States essentially work a
roughly 50 percent on and 50 percent off schedule and are limited in how much they can work
per day.® Captain Viso therefore concluded that “since there are many commonalities as to the
duties, roles, and challenges associated with being a pilot, regardless of which pilotage waters
the pilot is working, and pilots in the United States are working essentially the same amount of
time, it is not difficult nor complicated to conduct what has been referred to as an 'operational
comparability' between pilot groups.”

Puget Sound is a large district presenting unique challenges that, if anything, heighten the

difficulty of pilotage in Washington State. These include mandatory escort tug requirements for

oil tankers and regulated vessels, a “relatively rare action taken by a state,” that reflects the

81 Sevall, Exh. SS-1Trr at 10:18-20.

82 Viso, Exh. JJV-1T at 14:16-19.

8 Viso, Exh. JJV-1T at 14:1-19:14; 22:11-19.
84 Viso, Exh. JJV-1T at 23:14-24:4.

85 Viso, Exh. JJV-1T at 24:5-15.

86 Viso, Exh. JJV-1T at 24:10-15.
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region’s strong commitment to environmental protection.®” PSP pilots must execute these escort
requirements safely, requiring “extremely well-developed ship handling and decision-making
skills,”®® including specialized simulator and manned-model training to direct emergency escort
tug maneuvers. Puget Sound also features a complex Vessel Traffic System with dense traffic,
complex traffic requirements due to sensitive areas, and a large tidal range with strong currents
in traffic-dense areas.® PSP pilots routinely handle a wide variety of deep-draft vessels through
narrow waterways, some of which are shallow, including loaded tankers under tug escort, ultra-
large container ships, car carriers, bulkers, freighters, and mega-cruise ships, and serve over 100
terminals and anchorages requiring extensive local knowledge.”

Despite these challenges, operational similarities, and Washington’s long-standing
emphasis on marine safety, PSP pilots’ compensation is low relative to other state pilotage
groups.’! With a rapidly aging pilot corps, the need to recruit aggressively over the next few

t.2 Fair compensation is essential because Washington State has deliberately

years is urgen
structured its pilot recruitment to draw from a national pool. The 2005 passage of SSB 5150 was
designed to broaden the applicant pool beyond Washington State and to attract pilots from a
national pool.”® The BPC recognizes the benefits of a diverse pilot corps and seeks to recruit
diverse candidates nationally.”* Competitive compensation is essential to improve these efforts to

attract and retain pilots. PSP’s low compensation is a natural deterrent for younger and more

diverse candidates, who can perform the same job for higher pay in other states.®

87 Viso, Exh. JJV-1T at 25:11-21.

8 Viso, Exh. JJV-1T at 26:15-20.

8 Viso, Exh. JJV-1T at 27:1-28:15.

% Carlson, Exh. IC-16Tr at 35:18-36:12.

1 Sisung, Exh. RLS-4 at 28; Viso, Exh. JJV-1T at 34:5-16 (noting based on his experience with a range of pilotage
groups, the ranges in the UPC Study were consistent).

92 Carlson, Exh. IC-16Tr at 25:2-13.

93 See BPC Vice Chair Charles Davis Testimony to the House Transportation Committee, March 22, 2005 at 21:17,
found at https://tvw.org/video/house-transportation-cmte-2005031177/?eventID=2005031177 (“We believe that
we’re not necessarily attracting the absolute best pilots that are obtainable in a national pool...”); Carlson, Exh. IC-
01T at 17:11-20:20; Carlson, Exh. IC-05 (Docket TP-240966, BPC, Puget Sound Pilotage Tariff, Training
Surcharge/Trainee Stipend Increase Request pp. 3-4).

% Carlson, Exh. IC-01T at 28:14-31:16.

% Carlson, Exh. IC-01T at 25:12-31:16.
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40.

41.

e. PSP’s DNI was not adjusted for several years, contributing to its
current low compensation.

PSP’s requested DNI adjustment is significant, but the size of the requested increase
simply reflects how long PSP’s compensation has lagged behind the market. PSP’s DNI has not
been adjusted in a manner that kept pace with compensation trends in other pilotage districts,
resulting in a widening gap between PSP’s compensation and the national average.’® This failure
to adjust DNI—and more generally, the failure to adjust PSP’s tariff for several years prior to
Commission regulation—is a significant contributing factor to PSP’s current low compensation
standing and underscores the need for the Commission to authorize a meaningful increase in this
case. If compensation continues to trail peer pilot groups year after year, the gap will continue to
grow.

The Commission’s prior methodology for setting DNI relied on a historical average of
prior years’ actual earnings.”’ This approach was adopted in PSP's inaugural rate case in 2019
because the Commission had no prior baseline for authorized pilot compensation and the
historical average served as a practical proxy.”® However, those years were not normal years due
to an enacted rate freeze.” Not only was DNI not adjusted during those years, but tariff funding
of expenses was also not adjusted. This eroded pilot DNI further, which then dragged down the
Commission’s backward-looking formula. Because of this, PSP’s ratepayers have received
significantly discounted services for several years. By continuing to rely on the historical average
model, PSP will not be able to obtain a fair DNI—or even one that matches rises in inflation.

Commission Staff witness Sevall recognizes that the historical-average approach is no
longer appropriate. Sevall stated that he cannot recommend the historical average as a justifiable
position when more robust benchmarking evidence is available.!® As Sevall explained, the old

methodology of using a five-year average would create a situation in which the Commission’s

% Sisung, Exh. RLS-04 at 34 (Table 10).

%7 Final Order 09 9 157-167; Final Order 08 9 129-130.
8 Carlson, Exh. IC-16Tr at 9:11-10:18.

% Carlson, Exh. IC-01T at 16:3-9; Exh. IC-10 at 40, Exh. 6.
100 Sevall, Exh. SS-1Trr at 7:11-8:6.
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43.

last approved total DNI would be used to calculate a new average total DNI, resulting in a lower
DNI with every rate case.'*!

The historical methodology exacerbates the gap with other pilotage districts because PSP
has regularly failed to earn its authorized TDNI. Without a substantial DNI increase and annual
cost-of-living adjustments, the gap will persist. PSP has failed to earn its authorized TDNI for
several years, including from 2021-2025.!%% This persistent underearning creates a compounding
problem: when DNI is set based on historical averages, years of underearning pull the average
downward, which in turn sets future DNI at a depressed level and creates a “downward

spiral.” 1%

f. PMSA’s proposed decrease in DNI is not reasonable and should be
rejected.

The Commission should reject PMSA’s unreasonable proposal to decrease DNI. Despite
the fact that the Commission authorized a DNI of $475,733 less than three years ago, PMSA
proposes to decrease the DNI to either $427,286 per pilot (using a four-year, backward-looking
average DNI) or to $436,893 per pilot (using a three-year, backward-looking average DNI).!%* A
decrease in compensation of this magnitude is farcical for a variety of reasons, not the least of
which is the inflation that has occurred over the past three years.! Notably, when PMSA’s
proposals are considered in their totality, the effective DNI is considerably lower—$302,066
using a four-year average and $310,987 using a three-year average.'°® The Commission has
rejected similar low-ball proposals disguised as increases from PMSA in past cases and should

do so again.!”’

101 Sevall, Exh. SS-1Trr at 7:11-8:6.

102 Carlson, Exh. IC-16Tr at 21:8 (Table 1).

103 Carlson, Exh. IC-16Tr at 21:15.

104 Moore, Exh. MM-01Tr at 159:16-160:2.

105 aRue, Exh. AML-01T at 23:15-24:10.

106 T aRue, Exh. AML-12.

197 Final Order 08 at 9 126 (“We also comment on PMSA’s argument that it is proposing ‘modest increases’ to DNI.
This argument conflates the distinction between actual and authorized DNIs. PMSA is recommending a decrease in
authorized DNI compared to Final Order 08, and it is simply incorrect to claim otherwise.”).
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46.

There are multiple problems with PMSA’s proposed DNI.'® First, PMSA relies on
historical averaging that was used in the inaugural case when evidence was lacking to support
DNI. As PSP and Staff both recognize, this is no longer a fair, just, reasonable, and sufficient
approach.'” There is a fundamental disconnect when the approach for calculating future DNI
relies on averaging actual earnings that fell below the DNI authorized by the Commission,
inherently embedding that underearning in future rates. Captain Moore uses the actual reported
DNI per pilot for 2021 through 2024 without accounting for the fact that PSP was not earning its
authorized DNI in each of those years.!'" He then further adjusts these below-authorized DNI
numbers to CPI to create his four-year average for 2025 DNI to manufacture a semblance of
reasonability.!!! Captain Moore further failed to exclude the pandemic year 2021 in his own
DNI averaging calculation in Exhibit MM-29.!'? The result is a methodology that carries
forward underearning and anomalous data into PMSA’s baseline.

Second, PMSA’s four-year average unapologetically defies the Commission’s prior order

3 Moore

that required the removal of both pandemic years—2020 and 2021—as outliers.
acknowledges the Commission directive to remove 2020 and 2021 in Docket TP-220513,!'!* and
then opts to ignore it. His four-year average is lower than the three-year average because of the
inclusion of the 2021 pandemic year. This is yet another example of Captain Moore presenting a
methodology description that he does not consistently apply in his own analysis, and it calls into
question the reliability of his broader DNI assertions in this case.'!

Third, PMSA takes a simplistic view of the Commission’s standard that requires DNI to

be set in a manner that is fair, just, reasonable, and sufficient. PMSA focuses narrowly on its

view of what is required to attract and retain pilots, which ignores the evidence in this case. From

108 See discussion at Carlson, Exh. IC-16Tr at 18:3—40:2.
109 Sevall, Exh. SS-1Trr at 7:11-8:5.

110 Carlson, Exh. IC-16Tr at 20.

T Carlson, Exh. IC-16Tr at 21.

12 Moore, Exh. MM-1Tr at 158:3-12.

113 Moore, Exh. MM-1Tr at 158:14-25.

114 Moore, Exh. MM-1Tr at 158:3-7.

5 Carlson, Exh. IC-16Tr at 18:11-15.
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PMSA’s perspective, if there are enough pilots to meet the work standard PMSA proposes, then
PSP’s DNI is adequate and no increase is warranted. Captain Moore relies on Bureau of Labor
Statistics (“BLS”’) wage data for “Captains, Mates, and Pilots” and selects the 90th percentile as
the relevant comparison point to justify a lower DNL ''® The BLS category is a broad
occupational grouping that does not distinguish between mariners who meet the minimum
qualifications to apply for the Washington State BPC licensing exam and those who do not.'!”
BLS occupational wage statistics provide only general context regarding some maritime wages;
they do not establish a reliable benchmark for DNI and carry far less weight than the Pilot
Compensation Study, which used the actual income of pilots in the national labor market.!''®
Similarly, Captain Moore's comparisons to tug boat captains and Washington State Ferry captains
are inapt.!'!” There is a vast difference in terms of the skills required, the risks faced, and job
demands for Puget Sound Pilots compared to tug boat captains and ferry captains.

PMSA’s own evidence, although fraught with errors, still demonstrates that PSP has not
been able to attract and retain the number of pilots that its safety regulator, the BPC, has
determined are necessary. For example, Captain Moore implies that due to the number of
individuals in the marine profession, the region is flush with individuals to slot into the pilotage
ranks, but this is incorrect. Captain Moore failed to establish any portion of the BLS dataset is
exam-eligible or otherwise comparable to the labor market from which PSP must recruit state-
licensed pilots.'*® Additionally, even though the BPC authorized 60 pilots in August 2024, PSP
has not reached that number of pilots and expects to only reach 59 licensed pilots by July

2026."?! PMSA simply ignores the concerns raised by the BPC chair regarding the inadequacy

of the current pipeline of candidates when considering the number of potential retirements and

116 Moore, Exh. MM-01Tr at 99:23-102:10; Exh. MM-12.

7 Carlson, Exh. IC-16Tr at 33:1-12.

118 Carlson, Exh. IC-16Tr at 34:3-10.

119 Carlson, Exh. IC-16Tr at 34:11-36:12.

120 Carlson, Exh. IC-16Tr at 33:1-34:10; Exh. IC-24 (PMSA’s Response to PSP Data Request No. 008).
121 Carlson, Exh. IC-16Tr at 40:7-15.

INITIAL POST HEARING BRIEF OF PUGET SOUND PILOTS Page 20



48.

49.

50.

the need to increase the frequency of exams.'?* Finally, Moore’s “TDNI per assignment” is not a
Commission-adopted benchmark. It is Moore’s construct, which he presents as if it were the

Commission’s methodology. !

2. The Commission should fund the number of pilots authorized by the BPC.

The Commission serves as the economic regulator of pilotage services, while the BPC is
the safety regulator charged with determining the number of pilots necessary for safe and
efficient pilotage.'?* In Final Order 08 in Docket TP-220513, the Commission emphasized that
“ratesetting proceedings before the Commission should support the provision of pilotage services
deemed necessary by the BPC.”!?* This principle establishes a framework the Commission
should follow: the BPC determines how many pilots are needed for safe and efficient service,
and the Commission sets rates sufficient to fund that level of service.

If the Commission underfunds the BPC’s staffing determination, it intrudes on an area
properly left to the safety regulator. The BPC’s statutory authority to determine and staff the
appropriate number of pilots is codified in RCW 88.16.035 and further defined in WAC 363-116-
065. The Commission should adhere to its role as the economic regulator, “support the provision
of pilotage services deemed necessary by the BPC,”!?® and fund the number of licensed pilots
authorized by the BPC. Notably, underfunding authorized pilots does not change the BPC’s

safety decision; it just shifts the burden of that decision onto the pilots.

a. The BPC’s process for determining the authorized number of pilots is
reasonable and should not be second-guessed.

The BPC authorized 60 pilots in August 2024. The BPC will determine whether to

modify or maintain the number of authorized pilots during its May 21, 2026 BPC meeting.'?’

122 Carlson, Exh. IC-16Tr at 29, citing Docket TP-220513, July 24, 2014 Recording, 2024 Pilotage Workshop at
1:39:50-1:41:04; see also Exh. IC-19 (presentation regarding aging pilot corps).

123 Moore, Exh. MM-1Tr at 202:19-204:24; Exh. MM-49T at 23:11-24:19.

124 Final Order 09 9 86.

125 Final Order 08 q 158.

126 14

127 Carlson, TR. 163:23-164:12.
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Should the BPC amend the number of authorized pilots during the course of this proceeding, the
Commission should adopt that number.

The BPC’s decision to authorize 60 pilots was the culmination of a rigorous, multi-step
process grounded in a safety analysis of the services pilots provide. The first step was to
determine an appropriate target assignment level based on safety standards and rest rules. The
BPC had not updated the target assignment level (“TAL”) in several years. The BPC’s Pilot
Safety Committee—comprised of industry (shipping company) commissioners, PMSA, pilots,
public commissioners, and BPC staff—held multiple work sessions, analyzed five years of
pilotage assignment data, and considered assignment levels from neighboring pilotage groups. It
then quantified the number of pilots, not-fit-for-duty time, on-watch assignments, training days,
and upgrade trips.'*® On June 20, 2024, the BPC unanimously voted to adopt the Pilot Safety
Committee’s recommended target assignment level of 123 assignments per pilot per year.'%
Then, two months later and after the public process was completed, the BPC—which includes
two commissioners representing foreign and domestic shipping companies (pilotage
ratepayers)—voted to raise the number of authorized pilots to 60.'*° The Commission should
fund the number of pilots authorized by the BPC, which is currently 60 pilots.

Funding the BPC’s number of authorized pilots is consistent with the Commission's
approach in prior proceedings. In Docket TP-220513, the Commission funded 56 pilots, which
was the number of pilots authorized by the BPC at that time.'*! The Commission agreed with
PSP and Staff that the Commission should fund 56 pilots in the rate year, even though it might

take time for additional licensed pilots to join the association.!*? Notably, although PSP had 53

128 IC-1T at 34:7-19.

129 1C-1T at 34:17-19.
BOIC-1T at 35:1-8.

131 Final Order 08 § 158.
132 Final Order 08 § 164.
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licensed pilots in 2023 when the Commission funded 56 pilots, during the rate year for Docket
TP-220513, PSP reached and exceeded 56 pilots. '*?

PSP’s request to fund the BPC’s number of authorized pilots remains reasonable.'* It is
consistent with the Commission’s prior orders, respects the statutory division of authority
between the Commission and the BPC, reflects the BPC's rigorous safety-based process, and
ensures that the tariff supports the provision of pilotage services deemed necessary by the BPC.
If the BPC changes the authorized number of pilots during the pendency of this case, PSP
supports funding of that updated authorized pilot number in compliance filings for this case.

PMSA has cautioned the Commission to be mindful of potential strategic manipulation of
pilot staffing levels.'*> However, Moore acknowledged that PMSA submitted a letter to the
Board of Pilotage Commissioners in February 2026—after rebuttal testimony—explicitly
encouraging the Board to consider the number of pilots.'*® That request prompted the initiation
of a WAC 363-116-065 review.'*” If anything, PMSA’s own actions demonstrate that PMSA—

not PSP—is the only actor that has attempted to strategically manipulate pilot staffing levels.

b. The Commission should reject proposals to fund a different number
of pilots than what the BPC has authorized.

PMSA advocates using the average assignment level (“AAL”) to determine the number
of funded pilots. The AAL is a trailing statistic that reflects historical conditions and policies, and
it lags behind new safety and rest rule changes made by the BPC; it should not be used to
undercut funding the number of pilots the BPC has determined is necessary for safe and efficient
pilotage. Regardless of how many pilots the Commission funds, the BPC will issue licenses to

meet the pilot staffing levels it determines appropriate.'*® Underfunding PSP based on a different

133 Carlson, Exh. IC-16Tr at 43:3-14.

134 Carlson, IC-16Tr at 77:6-12.

135 Moore, Exh. MM-01Tr at 211:20-212:2.
136 Moore, TR. 439:6-13.

137 Moore, TR. 440:3-16.

138 Carlson, IC-01T at 35:15-36:2.
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staffing methodology does not change the BPC’s authorization; it simply results in pilots not
collecting revenue to support the staffing level the safety regulator has determined necessary.

PMSA proposes to use either a five-year AAL going back to 2021-2025, or a three-year
AAL dating back to 2022, either of which would assume an assignment level well above the
TAL."3® AAL, which evaluates the average assignments over a historical period, was originally
calculated using 2014-2018 data, when rest rules were less stringent.'*® The BPC has made it
clear: the TAL is a target to be hit, not one to be exceeded.'*! Notably, the TAL of 123 was
established in 2024.'** By using an AAL that includes years in which assignment levels were
above the TAL—which PMSA’s proposed AAL would do—the Commission is funding the pilots
based on a level of work that exceeds the BPC’s safety standard.

PMSA’s proposal and methodology fabricate an inflated TAL, arguing it should be
129,'*3 when the BPC has made it clear the TAL is 123. That argument was explicitly rejected by
BPC Chair Tonn and BPC staff, who clarified how the TAL is intended to function as a target to
be hit, not exceeded.'* Captain Moore ignores this error, combining his incorrect TAL, his out-
of-context average assignment level, and his disputed traffic projection to arrive at staffing
estimates of 53.9 and 54.9 funded pilots.'* He then disregards additional pilots the BPC
explicitly authorizes to cover workload, including one pilot serving as president and one pilot to
account for the average number of pilots not fit for duty.'*°

A TAL of 123 is still above the assignment levels for neighboring pilotage groups like the
British Columbia Coast Pilots, the Columbia River Pilots, and Gray’s Harbor Pilots.!*” The BPC

is entitled to deference in its determination of the TAL, which sets a safe workload. The

139 Moore, Exh. MM-01Tr at 148:1-12.

140 Carlson, IC-16Tr at 46:7-17.

141 Carlson, Exh. IC-27 (part 3 of 3, 2:20-3:39).

142 Carlson, IC-16Tr at 83:4-5.

143 Moore, Exh. MM-01Tr at 153:1-22.

144 Carlson, Exh. IC-27 (part 3 of 3, 2:20-3:39).

145 Moore, Exh. MM-01Tr at 153:1-22.

146 See, e.g., Moore, Exh. MM-01Tr at 199:1-2.

147 Carlson, Exh. IC-16Tr at 61:1-11 (citing Exh. IC-30 and Exh. IC-31).
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Commission should fund PSP for the number of pilots, and the level of work, the BPC has

approved.

B. The Commission should adopt the Pilots proposed rate design, vessel assignment
projections, reasonable operating expenses, adjustments, and operating margin.

1. The Commission should adopt PSP’s rate design and tariff changes.

PSP’s proposed rate design in this general rate case aligns PSP's rate-setting methodology
with established Commission practices for other transportation industries, addresses chronic
under-recovery of authorized expenses, improves transparency, and produces rates that are fair,
just, reasonable, and sufficient. The Commission anticipated it may need to revise or otherwise
refine PSP’s rate setting methodology; among other things, it directed parties to participate in
Staft-led workshops to discuss an appropriate formula and methodology in PSP’s rate setting
process.'*® In this proceeding, PSP proposed the Commission bifurcate TDNI from expenses'*’
to provide a basis in which to properly calculate an operating margin on PSP’s authorized
expenses, consistent with all other transportation industry ratemaking. '*°

PSP further proposes the “Pilot Boat Charge” be renamed to the “Port Angeles Expense
Charge” to better reflect the purpose of the charge in rates,'®' and restructure it to include
expenses associated with Port Angeles operations. The details of this charge are discussed in the
Partial Multiparty Settlement entered into by PSP and PMSA. PSP also proposes an annual cost
of living adjustment to Pilot DNI.'>? PSP is one of the few pilotage groups in the Pilot
Compensation Study without an automatic adjustor for pilot compensation.'>* The COLA
mechanism proposed by PSP would use a 10-year rolling average for the CPI-U for Seattle-

Tacoma-Bellevue, calculated on authorized TDNI for the 12 months preceding the COLA.'>*

148 Final Order 09 § 390; Final Order 08 9 62.

149 See LaRue, Exh. AML-01T at 33:4-34:6.

150 L aRue, Exh. AML-01T at 12:15-13:19.

51 LaRue, Exh. AML-01T at 34:7-38:2.

152 LaRue, Exh. AML-1T at 17.

153 Sisung, Exh. RLS-4 at 55, 57-61 (Table 22) (80% of the Final Sample Group utilized some sort of automatic rate
adjustment).

154 LaRue, Exh. AML-1T at 17-19.
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2. The Commission should adopt PSP’s projected vessel assignments.

PSP provided testimony and exhibits demonstrating projected vessel assignments,

consistent with the requirements of WAC 480-07-525(4)(m), which requires the following:

Projected changes in vessel assignments and a detailed portrayal of vessel
assignments for the previous twelve months along with the associated tariff
and fees charged to vessel operators for pilotage services as required in
chapter 480-160 WAC.

In direct testimony, Captain Carlson provided a detailed portrayal of the test year vessel
assignments, along with the associated tariff and fees charged and all projected changes for 2025
that were known and measurable.'>®> Captain Carlson updated this information in rebuttal
testimony, providing the 2025 calendar year vessel assignments and projected changes for 2026
based on known and measurable vessel assignment information.'>® When corrected for an
omission in the rebuttal, the number of vessel assignments projected for 2026 is 7,114.157 As
noted in PSP’s response to Bench Request No. 6, vessel traffic changes frequently and there are
two new developments—the discontinuation of Evergreen’s ad hoc HTW service resulting in a
reduction of 61 assignments, and the termination of the Sun Chief Express Service, announced in
March 2026, that results in a reduction of 82 assignments. If these more recent developments are
taken into consideration, PSP’s updated vessel projection would be 6,971 assignments. If the
vessel assignment projection is changed, the revenue associated with these services should also
be removed.

While PSP believes it has complied with WAC 480-07-525(4)(m), PSP identified
vagueness in the rule, which could benefit from Commission clarification. For example, does test
year data meet the requirements for “the previous twelve months™ of vessel assignments or is
PSP expected to use a different historical period when analyzing vessel assignments? Using a
different historical period raises concerns with the matching principle. Also, since projections are

not normally used in regulatory accounting, are the “projected changes in vessel assignments”

155 Carlson, Exh. IC-1T at 54:1-55:21; Exh. IC-14.
136 Carlson, Exh. IC-16Tr at 75:7-81:15.
137 Carlson, Exh. IC-16Tr at 76:8-9; Exh. IC-32r.
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intended to be pro forma (known and measurable) changes to the test year or some other

forward-looking projection? PSP requests additional clarification of this rule.'®

3. The Commission should authorize PSP’s test year reasonable operating
expenses and adjustments.

The majority of PSP’s adjustments and expenses were uncontested, and the Commission
should adopt PSP’s position in Exh. AML-10."%° PSP agreed with Staff’s recommendation to
adjust PSP’s Seattle depreciation expense (P-18) and certain PPU expenses (P-24).'° However,
Staff’s recommendation for P-24 was overinclusive, and the test year PPU payment expenses
should remain.'®" The determinations by the Commission in PSP’s prior case allowed for full
expense recovery of the 2023 PPUs, %2 so PSP should be allowed to recover those expenses. The
Commission authorized recovery over four years; Staff’s proposed adjustment would
retroactively change this determination. '®

Staff’s proposed disallowance of legal expenses should be rejected because the costs are
reasonable and some were incurred in response to Commission direction. Staff recommends
disallowance of certain legal expenses (R-13) on the basis that they are related to costs
associated with PSP’s attempt to obtain approval of the MEP.'** These costs were a direct result
of the Commission ordering PSP to move forward with seeking approval of the MEP. The
Commission did not direct PSP to defer, or otherwise treat those expenses differently. !
Notably, Staft did not contest the expenses on the basis of their reasonability—only that PSP

requests recovery in the first place. Staff also recommends disallowance of certain pro forma

158 LaRue, Exh. AML-01T at 26:1-28:19; Carlson, Exh. IC-16Tr at 76:1-6.

139 See also LaRue, Exh. AML-11 (list of uncontested and contested adjustments).
160 T aRue, Exh. AML-9Tr at 35:8-37:20.

161 T aRue, Exh. AML-9T at 35-36.

162 L .aRue, Exh. AML-9T at 37:8-20; Final Order 08 § 411.

163 T aRue, Exh. AML-9T at 37:8-20.

164 Van Meter, Exh TVM-1T at 4:12-13.

165 Final Order 09 q 423.
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legal expenses, but the basis for this disallowance remains unclear.'® These general legal

expenses were adjusted for known and measurable changes. '’

PSP’s general legal expenses in this case are reasonable, markedly lower than prior
cases, and should be approved. PSP’s general legal expenses, for non-UTC issues, are normal
operational expenses.!'® PSP’s overall request for general legal expenses is 52 percent less than
PSP’s general legal expenses in the 2021 test year.'® PSP’s consulting expenses are related to
periodic guidance and for other professional services; these expenses are reasonable and
necessary given PSP’s highly regulated environment, lean staffing, and reduced general legal
expenses per Commission direction.!”

PMSA argues the Commission should disallow rate case costs. This is unwarranted in
part because this is only the third rate case before the Commission. It is appropriate and
reasonable for PSP to engage legal counsel to put forward the best possible case, particularly in
light of the Commission’s concerns with PSP’s evidentiary support in prior cases. The
Commission has acknowledged rate case costs might increase as pilotage rate setting at the UTC
is refined.!”! The Commission has long understood the importance of allowing regulated parties
to obtain legal counsel and recover those costs. The Commission regularly approves rate case
expenses for the industries regulated by the Commission.!”> PMSA argues some of the issues
raised by PSP were brought up in prior cases, and therefore disallowance is warranted, but this is
wholly inconsistent with Commission practice.!” Electric and gas companies will regularly re-

litigate issues like rate of return, return on equity, capital structure, cost of service, construction

166 Van Meter, Exh. TVM-1T at 5:11-15.

167 LaRue, Exh. AML-09Tr at 39:10-14.

168 T aRue, Exh. AML-9Tr at 40:9-19.

199 Docket TP-220513, Exh. WTB-05, Results of Operation.

170 LaRue, Exh. AML-9Tr at 41:1-18.

17! Final Order 08 § 281 (“This proceeding represents PSP’s second general rate case before the Commission, and
we are hesitant to limit rate case legal fees in the context of a relatively novel proceeding”).

172 WUTC v. Puget Sound Energy, Inc., Dockets UG-040640 et al. (consolidated), Order 06, 99 163-176 (February
18, 2005); WUTC v. Bremerton-Kitsap Airporter, Docket TC-001846, Fifth Supplemental Order (2002).

173 Moore, Exh. MM-01Tr at 123:21-124:2.
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work in progress, power costs, attrition adjustments, and others, in rate cases. Each rate case is
decided based on the evidentiary record in that case. Simply because the Commission has
rejected a proposal, particularly for insufficient evidence, does not preclude a party from raising
the issue again to the Commission with a more robust evidentiary record, as PSP has done in this
case. Accordingly, the Commission should allow recovery of PSP’s rate case expenses.

Finally, in cross-answering testimony, PMSA argued new positions regarding PSP’s
expenses, even though it could have addressed those concerns in Response testimony.!”* PMSA
was unwilling to conduct a full analysis of the operating expenses proposed by PSP, or otherwise
challenge PSP’s evidence, and instead opined broadly that expenses should be aligned with the
determination the Commission made previously based on different evidentiary records.'” The
Commission should reject this approach. In Ann LaRue’s rebuttal testimony, PSP flagged its
concern that PMSA appeared to be setting itself up to raise new operational costs arguments in
cross-answering, which precludes PSP from rebutting the new evidence.!”® The Commission

should give PMSA’s belated arguments little weight.

4. The Commission should adopt PSP’s Operating Margin.

PSP’s proposed operating margin is consistent with the Commission direction in past
cases and is aligned with the treatment of other transportation companies regulated by the
Commission. First, it is a proposal PSP developed as part of a Staff-led ratemaking and rate of
return workshop that the Commission ordered the parties to conduct.!”” PSP presented the
operating margin proposal in that workshop, and no other party proposed an alternative.!”® PSP

has further refined its proposal and presented it in this case. As PSP witness Ann LaRue testifies,

174 See Moore, Exh. MM-49T at 47:21-51:20.
175 Moore, Exh. MM-49T at 48:20-49:13.

176 TaRue, Exh. AML-9Tr at 9:14-19.

177 Final Order 09 Y 390; Final Order 08 9 62.
178 See LaRue, Exh. AML-01T at 17:1-3.

INITIAL POST HEARING BRIEF OF PUGET SOUND PILOTS Page 29



69.

70.

71.

pilots are the only transportation company regulated by the Commission that has no authorized
operating margin.'”

Second, an operating margin provides a better opportunity for PSP to earn the authorized
DNI set by the Commission. PSP has not earned its authorized DNI since the Commission began
regulating pilotage, in part, because pilot DNI has been funding unexpected operating expenses
over the past several years.'®® In addition, an operating margin, while intended to provide an
opportunity to earn a return, will mitigate regulatory lag, an important step in allowing PSP to
avoid frequent rate case filings.

Ann LaRue testifies as to the mechanics of calculating the operating margin and PSP’s
request for a 12 percent operating margin.'®! The methodology bifurcates TDNI from operating
expense so that the operating margin is only calculated based on operating expense.'®? Although
there is no mechanism currently in place to prevent the operating margin funding to flow to pilot
DNI, LaRue has demonstrated that since 2022, the requested operating margin would have been
insufficient to cover expenses and none would have flowed to pilot compensation.'®? Further, at
the hearing, she testified that steps can be taken to ensure the operating margin proceeds do not
flow to pilot income, stating: “PSP is willing to make adjustments to accommodate how the
Commission would like to see these monies managed.” '3

The Commission has discretion to determine the amount of operating margin that is
reasonable and appropriate for PSP and any necessary guardrails in terms of how the margin
should be accounted for.'®> PSP respectfully requests the Commission allow an operating

margin, as it has done for all other transportation companies.

17 LaRue, Exh. AML-01T at 12:17-19.

180 T aRue, Exh. AML-01T at 11:18-12:1-9 (unexpected labor expenses and repairs); TR. 206:1-4 (training costs).

181 L aRue, Exh. AML-01T at 11:1-17:7.

182 LaRue, Exh. AML-01T at 16:9-14, 33:1-10.

183 LaRue, Exh. AML-01T at 25:11-20.

184 LaRue, TR. 268:14-19.

185 In the Matter of Request of Robert J. Pellegrini d/b/a Upper/Okanogan Valley Disposal, Docket TG-231026
Order 01 § 5 (Jan. 25, 2024) (approving an operating margin based on the inadequacy of the model as it compared to
the company’s needs); WUTC v. Bremerton-Kitsap Airporter, Docket TC-001846, 5th Supp. Order 99 43-44 (Aug.
2,2002) (holding that a 93/7 operating ratio is the standard for the auto transportation industry); WUTC v. Lake
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C. The Commission should continue to fund the Pilots’ pension expenses while PSP
completes the process of obtaining federal approval of its MEP.

PSP has worked diligently to obtain federal approvals of its MEP and has followed the
Commission’s directions in Docket TP-220513. In late 2025, PSP obtained an IRS determination
that the MEP is a tax qualified plan,'®¢ and most recently, PSP has obtained the opinion of the
Pension Benefit Guaranty Corporation (“PBGC”) that the MEP will be a plan covered by Title
IV of the Employee Retirement Income Security Act (ERISA) under section 4021(a), 29 U.S.C.
sec. 1321(a).'” PSP continues to work closely with the U.S. Department of Labor (“DOL”) to
obtain an advisory opinion, as Bruce McNeil testified.!®® At the hearing, McNeil testified that
his contacts at DOL have informed him “that they have met with the decision-makers about
[PSP’s] request and that they are writing, drafting something that they can circulate to the
decision-makers that sounds like very good progress on the advisory opinion.”'®® While this
federal approval process has taken longer than expected, the timing of obtaining these approvals
is outside PSP’s control.'*® Even so, PSP has filed status updates and compliance filings with the
Commission to keep it apprised of progress.'’!

PSP requests that the Commission continue to fund the existing pay-as-you-go pension
while PSP completes the process of obtaining a DOL advisory opinion and implementing the
MEP.'?? It is PSP’s intention to file a subsequent case seeking Commission approval of its MEP

once a DOL advisory opinion is obtained.

Chelan Recreation, Inc., Docket TS-090381, Order 02 99 7-8 (Jan. 28, 2010) (deviating from traditional 93/7
operating ratio for an auto transportation company).

186 McNeil, Exh. BIM-07T at 4:13-17; Exh. BIM-08.

187 See April 3, 2026 status report in Docket TP-220513, of which the Commission may take official notice.
188 McNeil, Exh. BIM-07T at 4:18-21.

189 McNeil, TR. 362-63.

190 McNeil, Exh. BIM-01T at 7:14-8:16.

11 See generally Docket TP-220513 compliance filings.

192 Carlson, Exh. IC-01T at 44:1-46:18.
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The proposals in this case to immediately defund all or substantial portions of PSP’s
existing pension should be rejected. The proposals by Staff and PMSA would impose massive
disallowances on PSP that would destabilize the pilotage system. Staff’s proposal to defund one-
third of PSP’s pension expense would result in a $2.2 million disallowance of retirement costs
for existing retirees, which PSP has an obligation to pay.'®® Staff claims that this represents a
market-based contribution, yet Staff conducted no research into what a market-based
contribution actually looks like in the pilotage context.'®* That omission highlights the
incompleteness of the record for such a dramatic disallowance and funding shift.

PMSA’s proposal is even more draconian, proposing to completely defund the pay-as-
you-go pension, a $6.8 million disallowance, and replace it with $36,000 per pilot for a
contribution to a defined contribution plan for current working pilots.'®> This treatment results in
a disallowance of the existing retirement obligation for retired pilots.'”® The practical effect is to
leave current pilots responsible for a $6.8 million unfunded liability, essentially forcing them to
cover the cost with the money allocated for their own retirement—thus, a net $4.8 million
disallowance'” that completely defunds the retirement plan for retired pilots. As discussed
below, these proposals would breach PSP’s obligation to retired pilots; controvert prior
Commission orders; negate the will of the Washington legislature; and impose catastrophic

results on PSP, current and retired pilots, and the pilotage system in Washington.

1. Defunding the pay-as-you-go retirement would breach PSP’s obligations to
its retired pilots.

Bruce McNeil testifies that PSP has an obligation to fund the retirement plan for current
retired pilots under the theory of unilateral contract and would likely face substantial litigation if

it ceased to provide retirement benefits to retired pilots. McNeil provides legal authority

193 Sevall, Exh. SS-1Trr at 18:4-16.

194 Sevall, Exh. SS-1Trr at 17:14-18:12; Exh. SS-6 (only exhibit provided is from public sector teacher associations).
195 Moore, Exh. MM-01Tr at 110:1-15.

196 Moore, Exh. MM-01Tr at 169:1-171:23.

197 T aRue, AML-12.
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supporting the unilateral contract obligation.!”® McNeil testified that once “a pilot satisfied his
or her obligations under the unfunded, pay-as-you-go plan, PSP is required to fulfill its end of the
bargain” and make payments consistent with that obligation.'” Washington treats pension
obligations in a similar manner—as a contractual obligation. A pension is viewed as “deferred
compensation for services rendered and ... the obligation of a[n] [] employer to pay a pension
when the employee has fulfilled the prescribed conditions is contractual in nature[.]***° By
reducing or otherwise defunding retirement rights that have accrued, PSP would be interfering

with the vested rights earned by those retirees.?"!

2. Transitioning away from the MEP to a defined contribution plan conflicts
with past Commission orders.

The Commission made clear in PSP’s inaugural case that PSP should transition from its
pay-as-you-go pension to a fully-funded defined benefit plan, accepting Staff’s position in that
case and directing PSP to initiate discussions to transition plans.?*> And the Commission rejected
PMSA’s proposal to defund the pension and maintained the existing pay-as-you-go program.>®

The Commission confirmed this understanding in Final Order 08:

In Final Order 09, the Commission determined that PSP’s current, pay-as-you-go
pension plan was fiscally unsound and vulnerable to changing economic conditions.
In contrast, a fully-funded, defined benefit plan would “provide security and
confidence in the long-term viability of the promised retirement benefits to current
and future pilots.” The Commission therefore continued PSP’s pay-as-you-go
retirement plan but ordered PSP to, among other requirements, initiate discussions
with interested parties to develop a plan to transition to a fully funded, defined-
benefit retirement plan.?**

198 McNeil, Exh. BIM-07T at 13:7-15:6.

199 McNeil, Exh. BIM-07T at 14:9-15.

200 Jacoby v. Grays Harbor Chair & Mfg. Co., 77 Wn.2d 911, 915 (1970).

201 Dorward v. Ilwu-Pma Pension Plan, 75 Wn.2d 478, 483 (1969).

202 Final Order 09 §194.

203 Id. 49 183-84, 191 (discussing PMSA’s arguments that the structure and funding of PSP’s retirement plan are not
variables of the tariff design and that any retirement benefit “liability” exists on PSP’s books for its own internal
accounting purposes); Final Order 09 9191.

204 Final Order 08 9165 (citing Final Order 09 9 191, 194).
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In PSP’s second Commission rate case, PSP proposed a multiple employer defined
benefit plan (“MEP”) and the Commission ordered PSP to move forward with this plan,®%°

which PSP has done. Specifically, the Commission stated:

PSP should seek approval of its proposed MEP from the IRS and Department of
Labor. We otherwise reserve ruling on the prudency of the MEP or any automatic
adjuster to recover its costs until those costs are known and measurable. PSP may
continue to recover the costs of its retirement plan in rates based on the costs
approved in Final Order 09 with a reduced pro forma retirement expense
adjustment.?%

Moreover, the Commission made clear in the 2022 case that the question of what type of
retirement plan was no longer up for discussion. In a motion for clarification, the Commission
rejected PMSA’s position that the parties should engage in a workshop to decide what type of
retirement plan should be proposed. The Commission stated that it was not necessary for PSP to
“return to the earlier workshop process to consider what type of retirement plan should be
proposed to the Commission. That would serve little purpose.” Instead, “[t]he Commission
provided a path forward for review of the proposed MEP.”?"’

The same is true today. It would serve little purpose for the Commission to reverse course
at this time and direct PSP to pursue a different type of plan, given the amount of work that PSP
has undertaken in reliance on the Commission’s orders. PSP has spent the last two and a half
years working with federal agencies to obtain approvals of the MEP and has obtained the most
critical one—a determination from the IRS that PSP’s proposed MEP is a tax qualified plan.?%
PSP has most recently obtained a determination from the PBGC that the MEP will be a plan
covered by Title IV of ERISA. PSP respectfully requests the Commission allow PSP to continue

gaining approvals for the MEP, as the Commission directed in past cases.

205 Final Order 08 9 212.

206 Final Order 08 9 202.

207 Docket TP-220513, Order 10 9 13 (emphasis in original).
208 McNeil, Exh. BIM-07T at 4:13-17.
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3. Defunding the pension is inconsistent with the will of the legislature.

Defunding the current pension by one-third as proposed by Staff, or in whole as proposed by
PMSA, is inconsistent with the intent of the legislature, as evidenced by testimony from
Representative Judy Clibborn, then chair of the House Transportation Committee at the hearing on
Senate Bill 6519, when the legislature voted to move economic regulation of pilotage to the
Commission. At that time, Representative Clibborn testified to the benefits of moving regulation of
pilotage to the Commission, including the continued funding of the pension. In stating the benefits of
UTC regulation she stated: “particularly the pensions of those pilots would be funded and what we

did in this bill is move the tariff setting to the UTC. So that's the basic underlying part of the bill.”2%

Retired Senator Mary Margaret Haugen, who served 30 years in the Washington
Legislature, including as Chair of the Senate Transportation Committee, similarly commented on
the legislature’s intent to see the pension fully funded through tariffs. As stated in her public

comment:

I'am deeply concerned by proposals advanced in this proceeding that
would eliminate or defund existing retirement obligations. As the
prime sponsor of SB 6095, I worked to ensure that pilot retirement
costs could be supported through the tariff as part of a stable and
functioning pilotage system. Those obligations were understood,
relied upon, and supported over many years.

Efforts to now shift those obligations away from the tariff and onto
the backs of working pilots are unacceptable. They are inconsistent
with the framework the Legislature established and, in my view,
fundamentally unfair. They would also risk destabilizing the pilotage
system by undermining the financial structure that supports it.*!°

4. Defunding the pay-as-you-go retirement plan would destabilize the pilotage
system in Puget Sound.

Although Staff’s and PMSA’s proposals differ in form, they share a common effect: an
immediate reallocation of legacy retirement costs that would materially alter PSP’s long-

standing, tariff-supported retirement framework, which was negotiated and agreed to by

209 See Carlson, Exh. IC-16T at 62:11-63:7 (citing Rep. Judy Clibborn’s remarks at https://tvw.org/video/house-
floor-debate- 2018021347/?eventID=2018021347 at 48:17-49:59).
210 Docket TP-250574, Public Comment Exhibit, Attach. E (Sen. M. Haugen) at 2.
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ratepayers, some of which are represented by PMSA,?!! without a complete record or a workable
transition to a funded plan, as the Commission directed. These proposals would create an unfair
and destabilizing transfer from working pilots to retired pilots by shifting a large share of legacy
retirement obligations on to the current (and future) workforce.?!? For decades, PSP’s retirement
system has been structured and funded through the tariff as part of the total compensation
framework for the pilotage system, a public-safety service.?!* Current pilots made long-term
career decisions in reliance on that long-standing structure, with the reasonable expectation that
retirement benefits would be supported through the tariff and not financed through five or six-
figure annual reductions to their own income to pay benefits earned by pilots who retired long

before they were licensed.?!*

Moreover, the abrupt shift would impose an immediate, cliff-like reallocation of costs. In
practical terms, the change would take effect in the rate year and instantly convert what has
historically been a tariff-supported retirement obligation into a direct and substantial burden on
the current and future pilot workforce. That kind of overnight reallocation does not eliminate the
obligation; it pushes it onto current pilots in a way that creates instability and likely litigation,*!?
and which will predictably impair Washington’s ability to attract and retain the caliber of

mariners required for safe pilotage in Puget Sound.?'®

The Commission can avoid these concerns by preserving the funding for the legacy
retirement plan while PSP continues moving forward with the Commission’s direction to seek
approval of its MEP. If such issues are to be addressed, they should be raised in the subsequent

case when PSP presents its MEP for Commission approval. At that time there will be a fully

211 Carlson, Exh. IC-01T at 47:1-48:11; Tabler, Exh. WST-01T at 3:1-8:2.
212 Carlson, Exh. IC-16T at 65:5-7.

213 Tabler, Exh. WST-01T at 9:3-14:4.

214 Carlson, Exh. IC-16T at 65:10-14.

215 Tabler, Exh. WST-01T at 12:7-12.

216 Carlson, Exh. IC-16T at 66:7-13.
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developed record and opportunity for all affected stakeholders to be heard.?!” The Commission
acknowledged in Order 08 that there are certain issues related to the proposed MEP that 1)

218 and 2) could result in a

required “a formal determination by the relevant federal agencies
variety of savings depending on the method or details of the plan.?!® Rather than make the
abrupt changes suggested by Staff and PMSA, the Commission should wait until PSP proposes

an MEP with the full plan and a complete record, with costs, savings, and specific testimony

from retirement experts.

Staff argues certain “MEP transition costs” should be deferred until a new plan is
implemented.** Staff identifies legal expenses associated with complying with the Commission
order to develop a proposal, obtain governmental approvals, and provide regular updates to the
Commission.??! PSP demonstrated these efforts have been largely successful thus far, resulting
in a determination letter from the IRS, and an expected positive response from the Department of
Labor.??? PSP also showed that the additional effort (and cost) to obtain approval from the
relevant agencies was necessary given the federal government’s slow responsiveness.?> When
ordering PSP to seek federal approvals, the Commission did not require legal costs associated
with obtaining these approvals to be treated differently than operating expenses or otherwise

deferred.?**

D. The Commission should fully fund the Pilots’ transportation expenses, which reflect
known and measurable costs.

The Commission should approve PSP’s requested increase to its Transportation Charge,
Tariff Item 340, to $233.93, which reflects actual known and measurable transportation expenses

in the test year. The current Transportation Charge of $168.20 was adopted in 2019 and was

217 Carlson, Exh. IC-16T at 66:14-19.

218 Final Order 08 § 211.

219 Final Order 08 99 212-213.

220 Sevall, Exh. SS-1Trr at 17:1-5; Van Meter, Exh. TVM-1T at 4:3-5:13.
22! Final Order 08 9§ 212.

222 McNeil, Exh. BIM-7T at 2:2-9:3.

223 McNeil, Exh. BIM-7T at 16:6-19:6.

224 Final Order 08 212.
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based on historical BPC tariff rates that were last set in 2009. That 2009 BPC tariff relied on taxi
rates from Seattle to assignments, even though pilots have never travelled from the Seattle office

to their assignments. The record demonstrates that PSP’s proposed increase is reasonable.

1. It is undisputed that the current Transportation Charge is outdated.

All parties agree that the current Transportation Charge is outdated, recognizing it has not
been updated for several years. Staff testified that the rate had remained unchanged for an
extended period of time??® and acknowledges the rate should be increased.??® Staff proposes to
increase the Transportation Charge to $205.78, reaching this number by inflation adjusting the
existing $168.20 rate from 2020 to 2024 using the Bureau of Labor Statistics (“BLS”) inflation
calculator tool.??” PMSA proposes to use a non-sensical 93 percent ratio of PSP’s requested
travel costs, which has no rational basis, as discussed in more detail below. Both Staff’s and
PMSA’s positions inadequately remedy the suppression of the Transportation Charge that has
occurred over the past 17 years.

In addition to being based on actual known and measurable transportation expense in the
test year, PSP provided additional analysis demonstrating its proposed increase to the
Transportation Charge is reasonable.??® In Docket TP-190976, the Commission adopted a
$168.20 Transportation Charge based on Staft’s recommended disallowance of PSP’s pro forma
adjustment and Staff’s reliance on historical costs under the BPC tariff.??” Those historical costs
were based on a tariff that had not been updated since 2009.23° In PSP’s second rate case in 2023,
the Commission declined to change the $168.20 Transportation Charge—meaning the charge is
still based on taxi rates set in 2009. Properly applying a simple inflation factor to the $168.20

charge from June 2009 to June 2025 dollars for illustrative purposes yields an equivalent value of

225 See Van Meter, Exh. TVM-I1T at 14:6-9 (noting the Transportation Charge was based on historical transportation
expenses from 2015-2019).

226 See Van Meter, Exh. TVM-I1T at 15:11 (“An increase to the transportation rate is appropriate”).

227 Van Meter, Exh. TVM-7T at 9:10-15.

228 See LaRue, Exh. AML-14 (providing the actual 2024 transportation expenses which support the $234 rate).

22 Final Order 09 § 273.

230 Klapperich, Exh. ECK-03.
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$251.54, well above PSP’s proposed Transportation Charge of $233.93.23! PSP’s proposed
Transportation Charge is both reasonable and conservative in reflecting the increased costs based

on inflation, rising vendor rates, and justified changes in PSP practice.

2. Travel is, by rule, a part of each assignment.

PSP’s proposed increase is reasonable and fair because it represents the actual costs of
safely and efficiently getting pilots to their assignments throughout the extensive Puget Sound
Pilotage District, which is necessary for the provision of pilotage services. Pilots cannot reach
vessels without transporting themselves to ports throughout the Puget Sound, and the pilotage
rules specify that travel is part of each assignment.?*? The Puget Sound Pilotage District is
exceptionally large—spanning ports from Vancouver, B.C., Cherry Point, and Bellingham in the
north, to Port Angeles and Port Townsend on the Olympic Peninsula, to Tacoma and Olympia in
the South. As Captain Eric Klapperich testified, significant travel is required for pilots to reach
remote assignments.?3* Further, it is essential for pilots to reach their assignments well-rested and
ready for potentially long and stressful assignments.?** Because of the dangers posed to pilots,
customers, and the public from the practice of pilots driving themselves to and from assignments,
sometimes at very late or very early hours,?*> PSP allows pilots to take car services, use their
own vehicles, and sometimes charter flights to reach their destinations in a reasonable manner
that provides for safe pilotage in the Puget Sound.?*

Repositions have been included in the Transportation Charge since 2019%*7 and are

similarly necessary costs. Repositions allow PSP to flexibly adjust where pilots are located to

make dispatching faster and more efficient. PSP's proposed alteration to the tariff to include

21 Klapperich, Exh. ECK-01T at 24:3-20.

22 WAC 363-116-081.

233 Klapperich, Exh. ECK-01T at 19:15-20.

234 Klapperich, Exh. ECK-01T at 14:1-16:21.

235 Klapperich, Exh. ECK-01T at 14:8-15:17.

236 Klapperich, Exh. ECK-01T at 17:1-19:10.

237 Klapperich, Exh. ECK-08T at 16:3-17:21; see Docket TP-190976, Exh. LS-1T at 2:18-3:4 (explaining that
Transportation Charge applies to transportation to vessel assignments and to Port Angeles); Id., Exh. AMCL-4
(including Port Angeles expenses as part of Staff’s proposed Transportation Charge).
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repositions is meant primarily for clarification purposes as to these reasonable and necessary

transportation costs.

3. PSP followed the Commission’s direction to demonstrate the reasonableness
of its transportation expense and the vendors it uses.

PSP has met its burden in this proceeding to show that its proposed increase is justified
and reasonable, and it has listened to the Commission’s direction in previous rate cases to
improve the record and justify its request.

In Docket TP-190976, the Commission declined to adopt PSP’s proposed Transportation
Expense in part because it was based on a three-month Transportation Study that failed to
adequately represent actual historical transportation expenses.**® In this case, PSP provided a
detailed accounting of all the transportation expenses incurred by the organization in the test
year, incorporating projected vendor increases based on the relative usage of those vendors in the
test year.?*’

The Commission’s prior orders in Docket TP-190976 and Docket TP-220513 also
rejected PSP’s proposed transportation expense increase because there was “little justification”
for PSP’s proposal in the record, and because PSP had not established that this was a “reasonable
expense for ratepayers to bear.”*** PSP has remedied this deficiency. PSP provided detailed and
thorough testimony as to why it is not practicable or accurate to calculate the cost of
transportation based on taxi rates from PSP’s Seattle office to assignments, which the current
transportation expense is based on. Pilots are required to live within the district, and having
pilots staffed throughout the pilotage district allows pilots to respond faster to emergency
situations.?*! In Docket TP-190976, the Commission’s reliance on historical data was justified

because it used the only reliable data available to it at the time—e.g., data based on costs under

238 Final Order 09 9 266.

239 Klapperich, Exh. ECK-01T at 23:1-10; Exh. AML-03, Sch. 2.25.
240 Final Order 09 9 269; Final Order 08 9§ 349.

241 Klapperich, Exh. ECK-01T at 19:11-20:11.
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the BPC tariff—but it is no longer required, nor is it reasonable, to continue to update the
Transportation Charge based on a retroactive application of the taxi-rate methodology.

Further, in this case, PSP has provided detailed information and testimony regarding the
affiliated vendors used for transportation and demonstrated that their rates are reasonable,**?
responding to a concern raised by the Commission in the past two cases that PSP failed to

demonstrate the reasonableness of these vendors charges. These costs are reasonable and should
not disqualify PSP’s recovery of actual transportation expenses.

4. PMSA’s focus on IRS deductibility is a red herring.

PMSA is confused about the Transportation Charge, focusing on IRS rules for deductible
travel expense, which is generally irrelevant here.?*> PSP is the entity responsible for paying
transportation vendors; pilots are not deducting this travel on tax returns. Thus, the question as to
whether pilots could potentially claim those expenses on tax returns is hypothetical and of little
relevance to the determination of what transportation expense is reasonable and necessary for the
provision of pilotage services. However, if one does look by analogy at the IRS rules?** and state
travel rules,?* both support PSP’s position that it is appropriate to charge for travel from one’s
home office to a temporary duty assignment, which is consistent with what the pilots do when
they travel to one of the over 70 different locations for each assignment.

PMSA misrepresents prior Commission orders regarding the applicability of IRS
deductibility. Specifically, PMSA claims “The Commission has established clear precedent that
transportation expenses should follow the IRS principles for deductible business travel.”?*¢ In
neither Final Order 09 nor Final Order 08 did the Commission address IRS deductible business

travel in its determination on travel charges. In Docket TP-190976, PMSA argued that PSP’s

242 Klapperich, Exh. ECK-01T at 28:14-31:6.

243 See TR. 314:25-330:23 (repeatedly questioning Captain Klapperich on irrelevant tax deductibility questions).
24 See Klapperich, Exh. ECK-12X at 18.

245See Klapperich, Exh. ECK-01T at 18:7-13; Exh. ECK-04 (incorporating by reference the Washington State
Administrative and Accounting Manual).

246 Moore, Exh. MM-49T at 60:4-10.
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change to its travel expenses “may run afoul of IRS reimbursement rules.”?*’ PSP argued that
PMSA provided no evidence to support its claim that PSP’s proposed transportation expense
charge violates IRS rules.?*® The Commission set no precedent on transportation expenses and
made no comment about IRS principles for deductible business travel, other than pointing to
arguments by the parties. This is one of many PMSA claims of Commission “precedent” that

should be viewed with skepticism, as it is inaccurate and misleading.

5. PMSA’s Transportation Expense ratio is ill conceived.

PMSA’s claim that the Commission should use a ratio from a past case to determine the
reasonableness of the transportation expense in this case is inconsistent with the prior order. In
Docket TP-220513, the Commission determined that PSP had not met its burden to demonstrate
that transportation expenses were reasonable and had not followed prior Commission direction,
so it maintained the Transportation Charge without change. Moore takes (i) the PSP request in
Docket TP-220513, and (ii) the pre-existing transportation charge that the Commission did not
modify due to inadequate evidence in Docket TP-220513, and determines that the pre-existing
travel charge was 93 percent of PSP’s request. Moore then pronounces this 93 percent ratio the
“Commission’s established methodology” that should be continued in this case. He describes his

proposed transportation charge as

based on the Commission’s established methodology from Final
Order 08, which approved 93% of PSP’s submitted transportation
expenses, effectively excluding 7% for commute costs. PMSA

applies this same 93% factor to PSP’s Test year expenses in this

case.”¥

This is not a Commission established methodology as Moore asserts. The Commission
declined to grant any increase to an existing charge because the burden of proof was not met.
The Commission should decline Moore’s invitation to establish a methodology or ratio based on

a failure of evidence in a past case.

247 Final Order 09 ¥ 262.
248 Final Order 09  264.
249 Moore, Exh. MM-49T at 60:20-24.
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E. The Commission should adopt the Settlement.

On February 13, 2026, PSP and PMSA entered into a Partial Multiparty Settlement
Stipulation and Agreement (“Settlement”). No party opposes the Settlement. Commission Staff
took no position on the Settlement. The Settlement is reasonable and appropriate, and it should
be approved.

The Settlement represented several key areas of agreement between PSP and PMSA
regarding PSP’s Five-Year Capital Plan and Surcharge and the Port Angeles Expense Charge.?>
As PSP witnesses Scott Brewen and Ann M. LaRue explain in their supporting testimony,*! and
as PMSA witness Michael Moore confirmed,?*? the settlement is reasonable and appropriate
because it allows PSP to recover capital expenses that both parties recognize as prudent and
necessary, and because the new Port Angeles Expense Charge appropriately recovers the Port
Angeles operating expenses from vessels utilizing the Port Angeles pilot station.

Under WAC 480-07-750, the Commission may approve a settlement that is (1) lawful,
(2) supported by an appropriate record, and (3) consistent with the public interest. The
Commission may approve a settlement with or without conditions. The Partial Multiparty
Settlement reflects important areas of agreement between PSP and PMSA, and the Commission
should approve the Settlement for the following reasons.

First, the Settlement agrees to two separate surcharges to fund improvements represented
by PSP’s Five-Year Capital Plan.?** A surcharge mechanism is appropriate because it will allow
PSP to obtain financing for these costs, it will reduce regulatory lag, and it will decrease the
amount of additional interest incurred while pursuing these capital improvements. Both PSP and
PMSA acknowledge that the expenditures in the Capital Plan are necessary and appropriate.?>*

Further, both parties support the surcharge mechanism because they will provide more stability

230 Docket TP-250574, Multiparty Settlement Stipulation and Agreement (Feb. 17, 2026).
21 See generally Brewen, Exh. SB-18T and Exh. AML-18T.

232 See generally Moore, Exh. MM-71T.

253 See Brewen, Exh. SB-1T, Exh. SB-18T.

254 Brewen, Exh. SB-18T at 2:7-3:10; Exh. MM-71T at 2:4-10.
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to ratepayers for large, infrequent costs that are necessary for the operation of safe and efficient
pilotage services.”> The Capital Surcharge and the Pilot Boat Surcharge will be accompanied by
annual compliance filings to analyze actual expenses against surcharge recovery, true-up, and
properly set subsequent surcharges.?*® The surcharge mechanisms and compliance filings will
ensure the surcharge does not under- or over-recover these necessary capital expenses. These
surcharges will sunset once recovery for capital improvements is complete, making them a
reasonable mechanism to recover these costs.’

Second, the adjustment to the Port Angeles Expense Charge is reasonable and supported
by the record because it prevents Port Angeles-specific expense recovery from being subsidized
through other rates. Operating costs in Port Angeles include employee expenses, boat operating
expenses, and other station operating expenses, but not all of those costs are currently included
for recovery in the Pilot Boat Charge applied to embarkations and disembarkations (pilot
boardings) at Port Angeles.?*® The Port Angeles Expense Charge appropriately recovers expenses
incurred to operate the Port Angeles station from those ships using the resources in Port Angeles.
For this reason, the Port Angeles Expense Charge is viewed by both parties as a reasonable and
beneficial clarification to the tariff.

Third, although Staff witness Tiffany Van Meter previously raised concerns about
potential double recovery through the Port Angeles Expense Charge, this concern is not salient
and should not preclude approval of the settlement. First, PSP and PMSA have removed Port
Angeles depreciation expenses from recovery in the Port Angeles Expense Charge, precluding
concerns regarding double recovery.? Second, the Port Angeles Expense Charge recovers all
expenses related to the Port Angeles Pilot Station averaged over all pilot boardings. The Port

Angeles Expense Charge is essentially an average charge to recover all Port Angeles expenses,

255 Brewen, Exh. SB-18T at 4:4-5:2.

236 Partial Multiparty Settlement § 27.
257 Brewen, Exh. SB-18T at 4:4-12.

258 Partial Multiparty Settlement § 37.
29 LaRue, Exh. AML-18T at 11:1-12:2.
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including paying employees and maintaining the pilot station. The Charge represents the actual
costs of running the Port Angeles Station—whether or not the pilot boat is running for a
particular assignment. The Port Angeles Expense Charge does not reflect impermissible double
counting, and the Commission should approve the Settlement.

In general, the Settlement represents a positive act of collaboration between opposing
parties, and the Commission should approve the Settlement as representing beneficial progress

towards a more collaborative approach to ratemaking in the pilotage industry.

F. The Commission should be mindful of “data smog” and claims of precedent that are
not precedent.

“Data smog” is a strategy. David Shenk coined this phrase in his book, which describes
the use of overwhelming, excessive amount of information that harms rather than helps.?*® The
Commission should be mindful of data smog as a strategy as it reviews the record in this case.
The Commission should not be persuaded by the literal weight (meaning volume) of the filing—
by the fact that one PMSA witness includes more than 300 pages of testimony, 68 exhibits, and
21 figures in his testimony.?' And the Commission should not be persuaded by the use of
numbers, statistics, correlations, and ratios without verifying the numbers and underlying bases
of the mathematical calculations. Several used in this case have been found to be inaccurate and
misleading. The Commission must pierce through the data smog, apply the law to the facts, and
make determinations that are fair, just, reasonable, and sufficient.

Of course, PMSA is allowed to use whatever strategy it chooses, and file as many pages
as it wishes, as long as it abides by the Commission rules and accurately and honestly testifies.

But PMSA has not always met this standard.?®* In this case PMSA has:

e admitted to using an incorrect number to calculate the “TDNI per Assignment” in
Exh. MM-49T;%3

260 David Shenk, Data Smog (1997).

261 See generally Exhs. MM-01Tr-MM-70.
262 Carlson, Exh. IC-16Tr at 4:7-6:6.

263 Moore, TR 430:1-432:11.
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e admitted to filing the same document as two separate exhibits;***

e manipulated a correlation factor to reach a desired outcome by mixing and matching
time periods—specifically, claiming to use a “proven 20-year correlation ratio” while
using a ten-year average assignment level and applying a 20-year average arrival to
assignment correlation factor;?%

e incorrectly listed Staff’s position on DNI as $486,475 in Exh. MM-50r titled
“Comparison of Party Positions — Summary Chart” when Staff’s actual
recommendation was $641,587;%6°

e improperly relied on a single trend line that obscures material structural differences
in the data of vessel traffic over a 20-year period and does not support the conclusion
that vessel traffic is in decline; 2’

e claimed to quote PSP witness Bruce McNeil when the quote was actually from
PMSA’s witness who was spinning her view of McNeil’s testimony and exhibits; 2%

e misquoted a Commission order claiming the Commission “specifically found” that
“Captain Moore’s analysis comparing PSP pilot compensation to that of tug captains
working in the local market and ferry captains in the State of Washington is much
more persuasive than PSP’s analysis of compensation in other pilotage
organizations,”?* when that quote is not in the Commission’s order;

e included 2021 in the vessel trend line analysis despite PMSA’s acknowledgement
that the Commission expressly determined it should be excluded as an anomalous
pandemic year, noting low cruise ship assignments;*"

e created a misleading exhibit and misrepresented the number of qualified applicants
for the 2024 exam as 31, when it was 26, and misrepresented the number of pilots

264 See Exh. MM-22 and Exh. MM-34; Moore TR. 436:20-437:6 (stating “We put that in to see if you’d catch that”).
265 Moore, Exh. MM-01Tr at 145:10-20.

266 Compare Moore, Exh. MM-50r with Sevall, Exh. SS-1Trr at 11:18, Exh. SS-5r. Moore ignores Staff’s actual
position. Sevall testified that its recommendation was a DNI of $641,587. Instead, Moore uses the low end of Staff’s
range of reasonableness of $486,475 to $814,308. After cross answering testimony, Staff corrected the bottom end
of the range of reasonableness—raising it to $500,559 in response to testimony from PSP witness Sisung in Sevall,
Exh. SS-1Trr at 11:6-10.

267 Sisung, Exh. RLS-05T at 83:3-91:18 (demonstrating that the purported trend lines in Exh. JEV-03 and JEV-04 do
not demonstrate a continued decrease in vessel traffic from current levels).

268 Moore, Exh. MM-01Tr at 113:8-12 (“In an August 2, 2024 email, included as Exhibit SKH-05, Mr. McNeil
characterizes DOL as “reluctant to issue a favorable Advisory Opinion” because approving PSP’s request would be
“diametrically opposed to the reasons for chi the MEP regulations were adopted.” This is not a quote from McNeil
but from PMSA witness Hoffman. See Hoffman, Exh. SKH-01T at 16:15-25).

269 Moore, Exh. MM-01Tr at 98:20-24; PMSA revised its testimony to correct this inaccurate quote after PSP filed
rebuttal testimony identifying the incorrect quote. See Carlson, Exh. IC-16r at 31:12-32:3.

270 Moore, Exh. MM-01Tr at 140:23-26; See Final Order 08 q 125.
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that “Entered Training in Puget Sound” when one of the candidates entered training
at Gray’s Harbor pilotage district;*’!

e attributed projections of number of pilots to Captain Carlson that were not supported
by the citations to the record and conflicted with the Commission’s finding of fact in
the referenced case.?’

In addition, the Commission should be particularly leery of PMSA’s claims of
precedential ranges, methodologies, and ratios that are not precedential in any sense and are
often built on faulty premises. In cross answering testimony, PMSA refers to “precedent” more
than 25 times, most of which are baseless.

One example is Moore’s use of the “fairness range” in cross answering testimony. Moore
repeatedly refers to his proposed fairness range as Commission precent or the “Commission’s
precedential range of fairness”.?’* In actuality, Moore’s fairness range does nothing more than
take the AAL and the DNI from the first and second PSP rate cases—based on completely
different evidentiary records—and attempt to lock the Commission in to a fairness range based
on those two initial cases. There is nothing fair about PMSA’s proposed fairness range. For
example, the PSP DNI authorized by the Commission in June 2023, adjusted only for inflation,
would not fall within the reasonableness range—the DNI would be too high.?” Similarly, the
current Columbia River Pilots?’® and Gray’s Harbor DNI?’® would not fall within the
reasonableness range—the DNI would be too high, and workload too low.

As another example, PMSA wrongly claims its 93% ratio for transportation expense is

the Commission’s established methodology. As discussed above, it is not.

271 See Carlson, Exh. IC-16Tr at 27:3-28:11.

272 Moore, Exh. MM-01Tr at 216:5-10. PMSA attempted to correct this in the week prior to the hearing, but the
Commission denied PMSA’s request to make a substantive change to the record. TR. 49:17-50:14.

273 Moore, Exh. MM-49T at 17:5-18:26. In less than two pages, PMSA attributes its proposed fairness range to the
Commission as precedent no less than six times using the following language: “UTC Fairness Range”, “fairness
range as set by the Commission”, “Commission’s fairness precedent”, “Commission’s precedential range of ‘fair’
outcomes”; “Commission’s precedential range of fairness”, “Commission’s fairness range”.

24 TR. 416:5-14.

275 See Exh. RLS-04 App. C, cell H-8 shows Columbia River Pilots with a total compensation of $926,332; the TAL
is 106. See Carlson, Exh. IC-16Tr at 61.

276 See Exh. RLS-04 App. C, sch. 3a cell H-16 which shows Grays Harbor with a total comp of $622,186; Gray’s
Harbor assignments are 93 per pilot. See Carlson, Exh. IC-16Tr at 61.
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PMSA wrongly asserts that its proposed defined contribution plan is “Consistent with
Commission Precedent”?”” in Final Order 09 in Docket TP-190976. In making this false claim of
“precedent,” PMSA ignores the plain language of the Commission “order[ing] PSP to initiate
discussions for the purpose of developing a plan to transition to a fully funded defined-benefit
retirement plan”?’® and “find[ing] that a fully funded, defined-benefit retirement plan will best
provide ‘security and confidence in the long-term viability of the promised retirement benefits to
current and future pilots.””?”

As discussed above, PMSA inaccurately claims “[t]he Commission has established clear
precedent that transportation expenses should follow the IRS principles for deductible business
travel”?®® when neither Final Order 08 or Final Order 09 include such a “precedent.”

PMSA inaccurately claims “existing Commission precedent . . . connects pilot
compensation to pilot productivity and performance as measured by objective metrics.”?%!
Neither Final Order 09 or Final Order 08 contain any formula that adjusts DNI up or down based
on pilot “productivity and performance” metrics. And in Final Order 08, the Commission
expressly declined to adopt PMSA’s proposed efficiency/productivity measures as part of its
ratemaking. %

The Commission’s ratemaking for pilots is still relatively new. The Commission should
not be tied to “precedent” based on two prior cases, with two different evidentiary records, based
on one party’s desire to redefine what those decisions actually said.

IV.  CONCLUSION
PSP acknowledges that its requested rate increase is large. But the reasons for this rate

increase are sound and supported by the evidence. With regard to DNI, PSP has presented a

thorough and well-supported Pilot Compensation Study that follows the Commission’s directives

277 Moore, Exh. MM-01Tr at 179:3-5; 180: 20-21.

278 Final Order 09 9 58.

27 Final Order 09 § 194 (quoting Staff witness Kermode).
280 Moore, Exh. MM-49T at 60:4-10.

281 Moore, Exh. MM-49T at 9.

282 Final Order 08 4 317.

INITIAL POST HEARING BRIEF OF PUGET SOUND PILOTS Page 48



116.

117.

118.

119.

in past cases. The methodology of the Pilot Compensation Study is supported by Commission
Staff. If PSP is to compete nationally for pilots—consistent with the will of the legislature and
the BPC’s directives—DNI must be set at level that is nationally competitive. Currently, PSP’s
compensation is near the bottom of pilot compensation nationally. The evidence demonstrates a
substantial increase in DNI is needed, in part due to the lengthy rate freeze that suppressed PSP’s
DNI for several years. PSP also requests an annual cost of living adjustment for DNI, to allow
DNI to remain competitive nationally in the future. The use of an annual adjustment for
compensation is consistent with the majority of pilotage groups in the Pilot Compensation Study.

The BPC has increased the number of authorized pilots to 60 since the last case. The BPC
also lowered the target assignment level for safety reasons, making it more consistent with
neighboring pilotage groups. The Commission should fund the number of pilots authorized by
the BPC.

PSP’s Transportation Charge is based on taxi rates from Seattle that have not been
updated for over 15 years. All parties agree the Transportation Charge should be increased. PSP
has proposed a reasonable increase, based on actual test year expenses. It amounts to less than
inflation-adjusting the taxi fares on which the prior charge was based.

PSP’s request for an operating margin is reasonable and consistent with the
Commission’s prior direction to consider rate of return methodologies for pilotage. There are
only two transportation companies regulated by the Commission without an operating margin—
PSP and Gray’s Harbor Pilots. The Commission should authorize an operating margin on
operating expenses for PSP.

The Commission should continue to fund PSP’s pay-as-you-go pension while PSP moves
to a fully-funded MEP in the near future. Defunding the pension, as proposed by other parties,
would jeopardize the stability of the pilotage system. PSP has complied with the Commission’s
directives in the past case, keeping the Commission apprised of developments as it works to
obtain federal approvals and opinion letters. The Commission should allow PSP to finish the

transition.
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