Service Date: August 28, 2026

BEFORE THE WASHINGTON
UTILITIES AND TRANSPORTATION COMMISSION

WASHINGTON UTILITIES AND DOCKET UW-250739
TRANSPORTATION COMMISSION,
ORDER 04
Complainant, REJECTING TARIFF SHEETS;
v APPROVING AND ADOPTING
SETTLEMENT STIPULATION:
WASHINGTON WATER SERVICE AUTHORIZING AND REQUIRING
COMPANY, COMPLIANCE FILING
Respondent.
BACKGROUND

Procedural History. On September 25, 2025, Washington Water Service Company
(Washington Water or Company) filed with the Washington Utilities and Transportation
Commission (Commission) tariff revisions, that if approved, would generate
approximately $4.0 million (36.7 percent) in the Company’s “East Pierce” and $897,000
(6.6 percent) in its Legacy service areas. The East Pierce system was acquired by
Washington Water in 2020 and serves approximately 19,500 residential and non-
residential customers on 28 water systems in Pierce and Kitsap County, and the Legacy
system services approximately 18,000 customers on 190 water systems located in
Clallam, Jefferson, King, Kitsap, Mason, Pierce, San Juan and Thurston Counties. In
addition to the Legacy and East Pierce systems, Washington Water also provides
regulated water service for the Stroh’s water system,! and is seeking approximately $4.9
million (19.9 percent) in additional annual revenue for its Legacy and East Pierce
systems.?

' Washington Water also provides regulated water service to customers in Stroh’s service area and
unregulated sewer service. See In re. Washington Water Service Company, Docket UW-250186,
Staff Open Meeting Memo (May 22, 2025).

2 Washington Water’s requested increase in additional annual revenue includes all the Company’s
systems except for the Stroh’s system addressed in Docket UW-250186 at the May 22, 2025,
Open Meeting.
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On October 17, 2025, Washington Water filed a request for extension to allow
Commission staff (Staff) additional time to complete their review and then filed a
subsequent extension request on November 25, 2025, agreeing to a further 90-day
extension of the Company’s proposed tariff revision from December 15, 2025, to March
15, 2026.

On November 7, 2025, Washington Water filed a Motion for Standard Protective Order
(Motion), requesting the Commission issue a protective order in this docket pursuant to
Washington Administrative Code (WAC) 480-07-420(1).

On November 17, 2025, the Commission issued Order 01 — Protective Order in this
Docket.

On January 29, 2026, this matter came before the Commission at its regularly scheduled
open meeting. Following the January 29, 2026, open meeting, the Commission issued
Order 02, suspending this matter for adjudication.

On March 4, 2026, the Commission held a Prehearing Conference before Administrative
Law Judge Connor Thompson.

On March 11, 2026, the Commission issued Order 03 — Prehearing Conference Order;
Notice of Hearing (Order 03), which among other things, set a hearing for this matter for
July 15-16, 2026.

On March 23, 2026, the Commission held a Technical Workshop where Washington
Water presented its workpapers and explained how to use the workpapers and make
adjustments.

On April 24, 2026, counsel for Staff emailed the presiding officer indicating Staff and
Washington Water had come to a settlement in principle, and that Public Counsel
supported some terms and did not oppose any terms of the settlement. The parties also
requested the procedural schedule be suspended.

On April 30, 2026, the Commission issued a Notice Suspending Procedural Schedule and
Requiring Filing of Settlement Documents by May 20, 2026 (Notice).

On May 20, 2026, Staff and Washington Water (Settling Parties) filed a Full Multiparty
Settlement Agreement (Settlement)?, noting that Public Counsel joins the Settlement

3 Settlement Agreement (filed May 20, 2026).
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pertaining to return on equity (ROE), and does not oppose any other term of the
Settlement.

On June 30, 2026, the Commission held a Virtual Public Comment Hearing. During the
Public Comment Hearing, ten customers signed up to speak, with eight providing
comments. All of the customers who provided comments during the Public Comment
Hearing were opposed to the increase, even as reduced in the Settlement.

Customers provided comments that since at least 2019 customers’ rates have been 25 to
30 percent higher than those of customers living 15 miles away.* Another customer
commented that when Washington Water acquired their water system rates increased 32
percent in 2023 and are going up another 20 percent now.> Another customer expressed
concerns that increases in prices, including those proposed in this case, are leading to
economic despair in young people, with many young people with whom the customer
works asking what the point is to getting an education if they won’t be able to afford to
live anyways.® Customers also expressed a frustration with the lack of transparency
around the rate increase and Commission processes in general.’

On July 24, 2026, Public Counsel filed in this Docket a Public Comment Exhibit, labeled
Bench Request No. 01 (BR-1). In total, 71 customers provided comments, with 2 in favor
of the increase and 69 opposed. A consistent thread throughout the comments is the
assertion that inflation is causing an affordability crisis for Washington families, and that
this increase is ill timed, while requesting the Commission do something to assist
Washington residents.®

Party Representatives. Jocelyn Pease and Skylar Sumner of McDowell Rackner Gibson
PC represent Washington Water. Josephine Strauss and Sydney Goldberg, Assistants
Attorney General, represent Commission staff (Staff). Tad Robinson O’Neill, Alexandra
Kory, and Robert Sykes, Assistants Attorney General, represent the Public Counsel Unit
of the Attorney General’s Office (Public Counsel).

4 Spencer, Pub. Comment Tr. Vol. I at 15:12-21.
5> Thayer, Pub. Comment Tr. Vol. T at 34:10-18.
¢ Retallick, Pub. Comment Tr. Vol. I at 38:12 — 41:5.

7" See, Kain, Pub. Comment Tr. Vol. T at 36:15 — 37:13; see also, Spencer, Pub. Comment Tr. Vol. I
at 27:1 — 30:14.

8 See generally, Bench Request, Exh. BR-1, Attachment A, Public Comment Matrix.
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APPLICABLE LAW
A. Standard of Review

The Legislature has entrusted the Commission with broad discretion to determine rates
for regulated industries. Pursuant to Revised Code of Washington (RCW) 80.28.020,
whenever the Commission finds that the rates charged by a utility are:

unjust, unreasonable, unjustly discriminatory or unduly preferential, or in
any way in violation of the provisions of the law, or that such rates or
charges are insufficient to yield a reasonable compensation for the service
rendered, the commission shall determine the just, reasonable, or sufficient
rates, charges, regulations, practices or contracts to be thereafter observed
and in force, and shall fix the same by order.””

For proposed rates, as in this case, the Commission may enter an order under this same
standard as if the proposed rates were already effective. !°

As a general matter, the burden of proving that a proposed increase is just and reasonable
is upon the public service company.!' The burden of proving that the presently effective
rates are unreasonable rests upon any party challenging those rates. '

B. The Commission’s Process for Considering Settlements

In considering settlement agreements, the Commission “may approve the settlement, with
or without conditions, or may reject it.”!> The Commission must “determine whether they
comply with applicable legal requirements and whether approval of the agreements is

consistent with the public interest.”!*

? See RCW 80.01.040(3) (providing that the Commission shall “[r]egulate in the public
interest[.]”).

10 RCW 80.04.130(1).
' RCW 80.04.130(4).

121d. See also WUTC v. Pacific Power and Light Company, Cause No. U-76-18 (December 29,
1976) (internal citations omitted).

13 WAC 480-07-750(2).
14 WAC 480-07-740.
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In considering settlement agreements, the Commission will determine whether the terms
of such agreement are “lawful, supported by an appropriate record, and consistent with
the public interest considering all the information available to the commission.”!?

If the Commission approves a proposed settlement without any conditions, the settlement
is adopted as the Commission’s resolution of the proceeding. '® If the Commission
approves a proposed settlement subject to conditions, the Commission will provide the
settling parties an opportunity to accept or reject the conditions.!” When the settling
parties accept the Commission’s conditions, the Commission’s order approving the
settlement becomes final by operation of law.'® However, when one or more of the
settling parties rejects the Commission’s conditions, the Commission deems the
settlement rejected, and the procedural schedule reverts to the point in time where the

Commission suspended the procedural schedule to consider the settlement. !

DISCUSSION AND DECISION
A. Overview of the Settlement

The filed Settlement®° is agreed to by Washington Water and Staff. Public Counsel joins
the Settlement as it applies to the Company’s ROE and does not oppose any other term of
the Settlement.?! Washington Water witness Shimansky and Staff witness Sharbono
assert that the Settlement is consistent with the public interest and should be approved.??
Public Counsel witness Hiatt confirms that although Public Counsel is not joining the
Settlement in its entirety, that upon review, the Settlement “appears to be generally in the
public interest.”?

In the Settlement, the Settling Parties stipulate to revenue requirement for the Legacy and
East Pierce systems being increased to $29,208,046, which represents an increase of

IS WAC 480-07-750(2). See also WAC 480-07-740.

16 See WAC 480-07-750(2)(a).

17 WAC 480-07-750(2)(b).

15 WAC 480-07-750(2)(b)(i).

19 WAC 480-07-750(2)(b)(ii). See also WAC 480-07-750(c).
20 Settlement Agreement (filed May 20, 2026).

2 WUTC v. Washington Water Service Co., Docket UW-250739, Full Multiparty Settlement
Agreement at 4 1 (hereinafter Settlement).

22 Shimansky, Exh. GDS-6T at 10:1 — 12:18; Sharbono, Exh. BMS-1T at 21:1-6.
23 Hiatt, Exh. KH-1T at 3:15-16.
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16.45 percent, as compared to the 19.9 percent increase requested in the Company’s

initial filing.?* This reduction includes the following adjustments:

Table 1: Settlement Adjustments?’

Petition Per- and
Polyfluoroalkyl Substance (PFAS)
expenses

Adjustment Category Increase/(Decrease)
Chemicals and Treatments expenses (22,328)
Travel and Education expense (14,034)
Miscellaneous expense (11,497)
Depreciation expense (35,159)
Return on Equity (5,539)
UTC Fees, Uncollectible Accounts, and (9,009)
B&O Tax expenses

(revenue sensitive items)

Other Unreconciled expenses (67,241)
Rate Base 85,425
Amortization Expense - Accounting (81,571)

Staff and Washington Water further agree to various values for utility plant in service,

accumulated depreciation, allocated general operations plant, contributions in aid of

construction utility plant in service, and others, all resulting in a net rate base of
$55,357,525.2° Next, all parties agree to a ROE of 10.18 percent.?’

Further the Settlement’s agreed upon revenue requirement results in a 25 percent increase

for East Pierce and a 10.2 percent increase for Legacy customers, which the Settlement

asserts reflects a gradual move towards rate parity for the East Pierce and Legacy

systems.?® The revenue increases for all services in the two systems are as follows:

24 Settlement at q 5.
25 Sharbono, Exh. BMS-1T at 5:4.
26 Settlement at g 6.
27 Settlement at q 7.
28 Settlement at q 8.
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Table 2: Agreed upon revenue increases for all services — East Pierce?’

Revenue Category

Proposed Revenue

Increase ($)

Increase (%)

Metered Sales $ 13,640,872 $ 2,725,762 24.97%
Unmetered Sales 3,216 618 23.79%
Ready to Serve 5,554 1,067 23.78%
Other Revenues 389,589 - 0.0%
Total Regulated $ 14,039,231 $ 2,727,447 24.11%
Revenues

Table 3: Agreed upon revenue increases for all services - Legacy>’

Revenue Category

Proposed Revenue

Increase (%)

Increase (%)

Metered Sales $ 15,003,155 $ 1,388,994 10.20%
Unmetered Sales 8,603 1,653 23.78%
Ready to Serve 35,495 6,820 23.78%
Other Revenues 121,561 - 0.0%
Total Regulated $ 15,168,814 $ 1,397,467 10.15%
Revenues

2 Settlement at 9 10, Table 3.
30 Settlement at 9 10, Table 4.
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Next, the Settlement includes six additional terms, which Staff also characterizes as
conditions.’! The agreed upon terms or conditions includes the following:

a. Washington Water will work with Staff to determine the number of years or rate
case cycles needed to reach rate parity between the systems, and the Company
will meet with Staff and Public Counsel within six months of the final order in
this case to begin workshopping rate parity plans.>?

b. Washington Water shall file with its initial filing in its next general rate case, an
exhibit with information regarding value of assets from this Docket, the value of
assets at the time of filing its next general rate case, and the difference between
those values. The Company will collaborate with Staff and Public Counsel to
ensure the information in the exhibit complies with the Settlement, and the exhibit
shall not take the place of the Company’s depreciation tab in its workbook. *3

c. Six months prior to Washington Water filing its next general rate case,
Washington Water shall reach out to Staff and Public Counsel, and the parties will
determine a method to share asset records in a manner that provides adequate
access to non-company parties. The Company shall also provide a list of asset
records that the Company intends to include in its next general rate case.>*

d. Washington Water will file future depreciation studies separately from the general
rate increase filing as an accounting petition.>?

e. Washington Water’s request for an accounting order in connection with the Lead
and Copper Rule Revisions is removed from this general rate case and will be
brought in its own docket.>®

f. The Settling Parties agree that any proceeds from Washington Water’s PFAS
litigation settlement will be applied as an offset to the expense recorded in the

31 Settlement at 9 11-16; see also, Sharbono, Exh. BMS-1T at 10:21.
32 Settlement at 9 11.

33 Settlement at q 12. The parties further note that the described exhibit shall not replace or take
the place of the Company’s depreciation tab in the workbook that shall be filed with its next
general rate case. /d.

34 Settlement at 9 13. The parties further note that the described exhibit shall not replace or take
the place of the Company’s depreciation tab in the workbook that shall be filed with its next
general rate case. /d.

35 Settlement at g 14.
36 Settlement at g 15.
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PFAS deferral as well as offsetting future investments in PFAS removal.
Accordingly, the Settling Parties agree there is no amortization of the PFAS
deferral proposed in the settled revenue requirement.’’

We discuss the various terms of the Settlement, along with the supporting testimony
below.

B. Revenue requirement, rate base, return on equity, and rate design

When Washington Water filed its general rate case, the Company sought a 19.5 percent
increase in revenue across both systems, which would’ve increased revenues for the East
Pierce system by 36.7 percent and for the Legacy system by 6.9 percent.?® The initial
filing also included a 10.2 percent ROE.** On March 2, 2026, Washington Water filed its
direct testimony and revised the proposed increase in revenue across both systems
downwards to a 17.1 percent increase.*

As mentioned above, the Settlement includes a modest reduction in revenue requirement
from the Company’s position in direct testimony, seeking a 16.45 percent increase across
both systems.*! The Settlement further includes a slight decrease in ROE to 10.18
percent, which is supported by Public Counsel. Specifically, Public Counsel asserts that
the 10.18 percent ROE is consistent with the Commission ordered ROE in the recent
Cascadia Water, LLC (Cascadia) general rate case.*? Public Counsel asserts that Cascadia
is a plausible proxy for Washington Water and that settling on a 10.18 percent ROE,
which the Commission found reasonable in that case, will avoid expensive litigation and
marks a decrease from the 12 percent default ROE that the Commission has used for

t.43

water companies in the past.”’ Public Counsel includes further comment that in the future

it believes ROE should be derived from models, including the capital asset pricing model

37 Settlement at g 16.

3% Shimansky, Exh. GDS-6T at 3:5-10.
¥ 1d. at 3:10-11.

40 Shimansky, Exh. GDS-6T at 4:1-4.
4 Shimansky, Exh. GDS-6T at 5:6.

42 Hiatt, Exh. KH-1T at 2:4-7 (citing WUTC v. Cascadia Water, LLC, Docket UW-240151, Order
08 (Sep. 30, 2025).

43 Hiatt, Exh. KH-1T at 2:7-11.
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and discounted cash flow methodology, and that Washington Water should be required to
provide supporting ROE testimony in all future general rate cases.**

Regarding the revenue requirement proposed in the Settlement, Washington Water
asserts that the increase is “sufficient to allow the Company to more timely recover its
expenses and earn a reasonable return....”* Further, the Company provides that all
adjustments to revenue requirement are “resolved by the [Settlement] without any
Settling Party taking a position on such adjustments.”*® Staff asserts that each of the
adjustments in Table 1 of this Order represent a balance of the interests in the case,
intended to reach a revenue requirement that is in the public interest.*” Staff provides that
the adjustments are also intended to support affordability in Washington and protect
customers, while providing rates to the Company that are fair, just, and reasonable.*®
Similarly, Public Counsel notes the Settlement is in line with Commission precedent to
avoid rate shock.*

Generally, all parties point to the rate design and corresponding reduction or phase in of
rate increases for the East Pierce system as a key component of the Settlement. Public
Counsel states that limiting the East Pierce increase to 25 percent while requiring the
parties develop a strategy to achieve rate parity is “a reasonable approach and is in the
public interest.”>® The Company adds that the Settlement represents a gradual move
towards parity while capping the increase for East Pierce customers to 25 percent so as to
avoid rate shock.>!

Underlying the testimony in support of the revenue requirement, rate base, ROE, and rate
design are customer comments opposed to the increase. As discussed above, many of the
comments are focused on the level of recent increases pancaking with this increase. For
example, one customer provides that in 2023, their bill increased 45 percent with
Washington Water’s last increase, and with this increase, the customer estimates their bill

4 Hiatt, Exh. KH-1T at 2:19 — 3:8.

45 Shimansky, Exh. GDS-6T at 5:8-12.
46 Shimanksy, Exh. GDS-6T at 6:6-10.
47 Sharbono, Exh. BMS-1T at 7:14-16.
48 Sharbono, Exh. BMS-1T at 7:16-22.
4 Hiatt, KH-1T at 3:21 — 4:1.

30 Hiatt, KH-1T at 4:1-6.

51 Shimansky, GDS-6T at 7:9 — 8:13.
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will have increased 60 percent since 2023.°? Other customers share concerns that
Washington Water should not be able to increase rates when their billing and water
quality are subpar.” Finally, others express concerns regarding Legacy customers
subsidizing newer additions, such as East Pierce.>*

Commission Decision

The Commission finds that the record in this matter supports approval of the Settlement
as it relates to revenue requirement, rate base, ROE, and rate design. Of note to the
presiding officer, no party contests any of the various adjustments to revenue

t,>° all parties agree to ROE,*¢ and the parties have even agreed to various

requiremen
values for components of rate base, which in turn will impact future rate cases.>’ Further,
as discussed above all parties find it reasonable to limit the rate increase for East Pierce
customers to 25 percent, working towards rate parity in the future.>® These components
each individually support a finding that the rate components contained in the Settlement
are “lawful [ ...and] supported by an appropriate record....”> Further supporting this
conclusion is that after Settlement, the proposed decreases to the revenue requirement
and ROE are modest. While such modest decreases themselves are not indicative of the
reasonableness of rates, such a result after negotiation with Staff and Public Counsel does
indicate that no party is asserting any expense Washington Water is seeking to recover is

imprudent or unsupported by the record.

The question then becomes whether the various components of rates are “consistent with
the public interest considering all the information available to the commission.”%® While
the Commission finds the answer to this question is yes, the Commission believes it is
worth addressing concerns raised by customers in this proceeding. This presiding officer
recognizes the frustration expressed in public comments and was moved by the testimony
provided at the public comment hearing in this proceeding. Further, the Commission

52 Bench Request, Exh. BR-1, Attachment E, D. Flintoff.

53 Bench Request, Exh. BR-1, Attachments B-D, A. Graves, D. Tenzler.

54 Bench Request, Exh. BR-1, Attachments F-G, R. Thunell.

5 Smiansky, Exh. GDS-6T at 6:6-10.

56 Settlement at q 7.

37 Sharbono, Exh. BMS-1T at 8:11 — 9:2.

38 See, Hiatt, KH-1T at 4:1-6; see also, Shimansky, GDS-6T at 7:9 — 8:13.
59 WAC 480-07-750(2). See also WAC 480-07-740.

80 WAC 480-07-750(2). See also WAC 480-07-740.
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greatly appreciates those who took the time out of their days to attend the Public
Comment Hearing and share their thoughts in this matter. As Public Counsel notes, “this
is a large rate increase in a time of a growing crisis of affordability throughout
Washington.”®! Further, the concerns raised by customers touch on a risk that companies
face as they work towards rate parity and single tariff pricing across multiple service
areas, namely that they may risk running afoul of RCW 80.28.100 in setting rates that are
discriminatory towards customers on one system.

With gas and electric infrastructure, it is often clear that economies of scale, and single
tariff pricing results in efficiencies, risk sharing, and hopefully lower rates for the
collective customer base over time as risks are shared. Such efficiencies are sometimes
harder to recognize with water systems that may not be physically connected. However,
there are no allegations of rate discrimination in this case and there is nothing in the
record to support such a finding. The East Pierce acquisition was approved in 2020 and
Washington Water has been working towards eliminating rate disparity over the last two
rate cases.®? This effort is lawful and is also consistent with the Commission’s current
policy, which dates back over a decade, and is generally supportive of water companies
moving towards single tariff pricing models.®

Having found Washington Water’s efforts to be lawful and consistent with Commission
policy, the Commission provides for customers that recent legislative changes will result
in a new standard being used in reviewing acquisitions before they occur.®* While this
does not address customer concerns in this proceeding, the changes to legislation may
reduce the concerns of cross-subsidization raised by customers in comments and will
provide more transparency into what future expenses and rate increases from acquisitions
may entail. Turning back to the case before the Commission, the record in this matter

61 Hiatt, Exh. KH-1T at 3:20-21.
62 Shimansky, Exh. GDS-6T at 7:9-17.

8 WUTC v. Cascadia Water, LLC, Docket UW-240151, Order 08 (Sep. 30, 2025); see also,
WUTC v. Wash. Water Serv. Co., Docket UW-090733, Order 02 at 2 9 7-8 (July 30, 2009). The
presiding officer further notes that favoring single tariff pricing may in theory fail when
investment in undercapitalized and ill-maintained systems is not scrutinized early, or when
investment decisions are not paced so as to avoid pancaking. While the benefits of single tariff
pricing might include administrative efficiency, financial stability, and a form of insurance pool
against major capital expenditures, such an insurance pool may be destined to fail if the business
model shifts from protecting against major capital expenditures to incurring them through
acquisition.

64 The Commission notes that per the 2026 revisions to RCW 80.12.020, water companies will
need to show an acquisition meets the net benefit standard and customers will be provided with a
good faith estimate of future capital improvements and rate changes.
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supports a finding that the Settlement strikes a reasonable and just balance between two
competing Commission policies of (1) avoiding rate shock and (2) supporting single tariff
pricing.%® Most importantly, all expenses and the distribution of those expenses among
customers throughout the Company’s systems is supported by the record as necessary to
provide safe and reliable service while addressing infrastructure needs that will enable the
Company to continue to provide safe and reliable service.®

Accordingly, the Commission should approve the Settlement resulting in (1) an increase
of revenue of approximately 16.45 percent, including all adjustments agreed to in the
Settlement, (2) a net rate base of $55,357,525, (3) a ROE of 10.18 percent, and (4) an
increase of rates for East Pierce and Legacy customers of 25 percent and 10.2 percent
respectively.

C. Other Conditions
The Settlement includes various other conditions or terms including the following:

g. Washington Water will work with Staff to determine the number of years or rate
case cycles needed to reach rate parity between the systems, and the Company
will meet with Staff and Public Counsel within six months of the final order in
this case to begin workshopping rate parity plans.®’

h. Washington Water shall file with its initial filing in its next general rate case, an
exhibit with information regarding value of assets from this Docket, the value of
assets at the time of filing its next general rate case, and the difference between
those values. The Company will collaborate with Staff and Public Counsel to
ensure the information in the exhibit complies with the Settlement, and the exhibit
shall not take the place of the Company’s depreciation tab in its workbook.

1. Six months prior to Washington Water filing its next general rate case,
Washington Water shall reach out to Staff and Public Counsel, and the parties will
determine a method to share asset records in a manner that provides adequate

65 See, BMS-1T at 13:9-13.
% See, BMS-1T at 8:1-4.
67 Settlement at § 11.

68 Settlement at 9 12. The parties further note that the described exhibit shall not replace or take
the place of the Company’s depreciation tab in the workbook that shall be filed with its next
general rate case. /d.
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access to non-company parties. The Company shall also provide a list of asset
records that the Company intends to include in its next general rate case.®

j.  Washington Water will file future depreciation studies separately from the general
rate increase filing as an accounting petition.”

k. Washington Water’s request for an accounting order in connection with the Lead
and Copper Rule Revisions is removed from this general rate case and will be
brought in its own docket.”!

While Public Counsel does not join the Settlement outside of the ROE calculation, Public
Counsel expresses no opposition for any of the other terms in its supporting testimony.
Specifically, Public Counsel expresses appreciation for the phasing in parity for East
Pierce customers, along with the future work to be done to reach parity, and the
willingness of Washington Water to present more detailed plant records in the next rate
case.”?

Staff provides testimony in support of each of the six additional conditions. First,
regarding the Settlement term to plan for rate parity over time, Staff notes that East Pierce
revenues fail to cover operating expenses, and that this term will enable a multiparty plan
to eliminate cross-subsidization while avoiding rate shock.”* Next, Staff supports
presentation of plant values in the next general rate case noting the changes will reduce
Staff and Public Counsel review time, ensure customers are fairly charged and avoid
changing original asset costs over time, and ensure assets are fairly recovered by the
Company.’”* For the third condition, presentation of plant records in the next rate case,
Staff states the condition is intended to provide Staff and Public Counsel access to
records and invoices in a reasonable manner. Specifically, Staff notes that in reviewing
costs in this case, it spent “six days on-site reviewing thousands of invoices at the

Company’s headquarters....” "

6 Settlement at 9 13. The parties further note that the described exhibit shall not replace or take
the place of the Company’s depreciation tab in the workbook that shall be filed with its next
general rate case. /d.

70 Settlement at g 14.

! Settlement at g 15.

2 Hiatt, Exh. KH-1T at 3:11 — 4:6.

73 Sharbono, Exh. BMS-1T at 13:1-13.
74 Sharbono, Exh. BMS-1T at 14:6-18.
75 Sharbono, Exh. BMS-1T at 15:6-23.
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For the fourth condition, which requires future depreciation studies to be filed outside of
general rate cases, Staff asserts the condition is in the public interest because it will
ensure depreciation studies are conducted in their own dockets, outside of the general rate
case. Staff states this will allow for proper scrutiny of those studies outside of the general
rate case and is consistent with how depreciation studies are treated in other industries.”®
Staff next asserts the fifth term, which removes the Company’s accounting deferral for
lead and copper rule costs, is in the public interest because it does not immediately

impact rates and deserves its own docket.”’

Finally, Staff argues applying proceeds of
PFAS litigation to offset PFAS expenses is in the public interest because it directly
benefits customers using the remedy from PFAS manufacturers towards remediating

PFAS harms.”®
Commission Decision

The Commission finds that each of the six additional conditions or terms are lawful and
supported by the record.” As alluded to by Staff’s testimony, many of the conditions are
intended to improve the review process during the next general rate case. We are
supportive of these improvements and encourage the parties to approach each of the
contemplated discussions in good faith. We note that many of the conditions, including
rate parity calculations over time, presentation of assets values, and presentation of plant
records, require the parties to meet and confer.®? However, the terms are not binding on
the parties reaching agreement. Accordingly, the Commission strongly encourages good
faith efforts to reach consensus. Coming to agreement on how and when critical rate case
information will be shared and presented not only benefits Staff and Public Counsel but
protects against large rate case expenses and in theory should allow the Company’s rate
case to be reviewed much faster, which benefits the Company. Because the terms are
likely to minimize expenses, create administrative efficiencies for Staff and Public
Counsel, and result in more timely process for the Company, the Commission finds the
terms to be in the public interest.

Similarly, the Commission finds the terms regarding removal of lead and copper rule
expenses to a separate docket, filing of depreciation studies outside of general rate cases,
and amortization of PFAS expense through offsetting of PFAS expense with litigation

76 Sharbono, Exh. BMS-1T at 16:8-23.

77 Sharbono, Exh. BMS-1T at 17:16-21.

8 Sharbono, Exh. BMS-1T at 10:1-16.

" WAC 480-07-750(2). See also WAC 480-07-740.
80 Settlement at 99 11-13.
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proceeds are all in the public interest and supported by the record. Specifically, the
Commission agrees with Staff that because Washington Water was seeking a deferral for
lead and copper rule compliance expenses, such a deferral is best considered in a separate
docket, where all of the expenses, which typically span more than a test year, can be
considered together.?! We find the term regarding depreciation studies to be in the public
interest for similar reasons, and for the reasons supporting conditions one through three.
Namely, the handling of the depreciation studies in a separate docket will allow for the
depreciation studies to receive the appropriate level of review and will result in
efficiencies for Staff, Public Counsel, and Washington Water. Finally, we find the term
governing PFAS amortization and application of litigation proceeds towards offsetting
PFAS expenses to be in the public interest. Applying proceeds from PFAS litigation to
offset costs for PFAS remediation will directly benefit customers by funding remediation
and offsetting amortized expenses, reducing interest accrued, and in turn reducing the
amount the Company will seek to recover from customers for remediation in the future.

FINDINGS OF FACT

Having discussed above in detail the evidence received in this proceeding concerning all
material matters, and having stated findings and conclusions upon issues in dispute
among the parties and the reasons therefore, the Commission now makes and enters the
following summary of those facts, incorporating by reference pertinent portions of the
preceding detailed findings:

(1) The Commission is an agency of the state of Washington vested by statute with
the authority to regulate the rates, rules, regulations, practices, accounts,
securities, transfers of property, and affiliated interests of public service
companies, including natural gas companies.

(2) Washington Water is a water company providing service within the state of
Washington. As a public service company, it is subject to Commission
jurisdiction.

3) On September 25, 2025, Washington Water filed with the Commission revisions
to its currently effective Tariff, that if approved, would generate approximately
$4.0 million (36.7 percent) in the Company’s “East Pierce” and $897,000 (6.6
percent) in its Legacy service areas.

(4) The East Pierce system was acquired by Washington Water in 2020 and serves
approximately 19,500 residential and non-residential customers on 28 water

81 Sharbono, Exh. BMS-1T at 17:16 — 18:7.
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©)

(6)

(7)

(8)

systems in Pierce and Kitsap County, and the Legacy system services
approximately 18,000 customers on 190 water systems located in Clallam,
Jefferson, King, Kitsap, Mason, Pierce, San Juan, and Thurston Counties.

On January 29, 2026, this matter came before the Commission at its regularly
scheduled open meeting. Following the January 29, 2026, open meeting, the
Commission issued Order 02, suspending this matter for adjudication.

On April 24, 2026, counsel for Staff emailed the presiding officer indicating Staff
and Washington Water had come to a settlement in principle, and that Public
Counsel supported some terms and did not oppose any terms of the settlement.
The parties also requested the procedural schedule be suspended.

On May 20, 2026, Staff and Washington Water filed a Full Multiparty Settlement

t82

Agreement®”, noting that Public Counsel joins the Settlement pertaining to return

on equity, and Public Counsel does not oppose any other term of the Settlement.

The terms of the proposed Settlement result in (1) an increase of revenue of
approximately 16.45 percent, including all adjustments agreed to in the
Settlement, (2) a net rate base of $55,357,525, (3) a ROE of 10.18 percent, and (4)
an increase of rates for East Pierce and Legacy customers of 25 percent and 10.2
percent respectively.

CONCLUSIONS OF LAW

Having discussed above all matters material to this decision, the Commission now makes

the following summary conclusions of law, incorporating by reference pertinent portions

of the preceding detailed conclusions:

(1)

)

3)

The Commission has jurisdiction over the subject matter of, and parties to, this
proceeding.

Washington Water is a water company and a public service company subject to
Commission jurisdiction.

At any hearing involving a proposed change in a tariff schedule the effect of
which would be to increase any rate, charge, rental, or toll charged, the burden of
proof to show that such increase is just and reasonable will be upon the public
service company. RCW 80.04.130(4). The Commission’s determination of

82 Settlement Agreement (filed May 20, 2026).
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(4)

©)

(6)

(7)

(8)

)

whether the Company has carried its burden is determined based on a
comprehensive review of the full evidentiary record.

The Settling Parties in this matter propose a Settlement which results in (1) an
increase of revenue of approximately 16.45 percent, including all adjustments
agreed to in the Settlement, (2) a net rate base of $55,357,525, (3) a ROE of 10.18
percent, and (4) an increase of rates for East Pierce and Legacy customers of 25
percent and 10.2 percent respectively.

Pursuant to WAC 480-07-750, the Commission may approve a settlement, with or
without conditions, or may reject it. The Commission will approve a settlement if
it is lawful, supported by an appropriate record, and consistent with the public
interest, and otherwise complies with the requirements of WAC 480-07-740.

The Commission should approve the Settlement in Docket UW-250739 because it
is lawful, supported by an appropriate record, and is consistent with the public
interest.

The Settlement’s agreed upon revenue requirement, return on equity, rate base
calculations, and rate design are fair, just, reasonable, sufficient, and equitable in
that they avoid rate shock for customers on the East Pierce system, move towards
rate parity across the East Pierce and Legacy systems, and provides a reasonable
return on investment to Washington Water.

The remaining six terms of the Settlement relating to rate parity calculations over
time, presentation of asset values and plant records in the next general rate case,
future depreciation studies, an accounting petition for Lead and Copper Rule
Revisions, and amortization of PFAS expenses are fair, just, and reasonable terms
that comply with legal standards and are in the public interest for the reasons
stated in paragraphs 35 and 36.

Washington Water should be authorized and required to file its revised tariff
sheets consistent with this Order and the terms as agreed to and approved in the
Settlement.
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THE COMMISSION ORDERS
(1) The proposed tariff revisions by Washington Water Service Company, filed in

)

€)

(4)

©)

this Docket on September 25, 2025, and suspended by prior Commission order
are rejected.

The Settlement®’ filed by Washington Water Service Company, Commission
staff, and Public Counsel on May 20, 2026, is approved and adopted, and resolves
all the issues with the revised tariff, in the underlying Complaint, without
condition.

The Commission authorizes and requires Washington Water Service Company to
make a compliance filing in this docket including all tariff sheets that are
necessary and sufficient to effectuate the terms of this Order. The stated effective
date included in the compliance filing tariff sheets must allow five business days
after the date of filing for Commission staff’s review.

The Commission Secretary is authorized to accept filings and has been delegated
authority to enter this order on behalf of the Commissioners pursuant to WAC
480-07-903(2)(e).

The Commission retains jurisdiction to effectuate the terms of this Order.

DATED at Lacey, Washington, and effective August 28, 2026.

WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION

/s/ Connor Thompson
CONNOR THOMPSON
Administrative Law Judge

83 Settlement Agreement (filed May 20, 2026).
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NOTICE TO PARTIES

This is an initial order. The action proposed in this initial order is not yet effective. If you
disagree with this initial order and want the Commission to consider your comments, you
must take specific action within the time limits outlined below. If you agree with this
initial order, and you would like the order to become final before the time limits expire,
you may send a letter to the Commission, waiving your right to petition for
administrative review.

WAC 480-07-825(2)(a) provides that any party to this proceeding has 20 days after the
entry of this initial order to file a petition for administrative review (Petition). Section
(2)(b) of the rule identifies what you must include in any Petition as well as other
requirements for a Petition. WAC 480-07-825(2)(c) states that any party may file an
answer (Answer) to a Petition within 10 days after service of the petition.

WAC 480-07-830 provides that before the Commission enters a final order any party may
file a petition to reopen a contested proceeding to permit receipt of evidence essential to a
decision, but unavailable and not reasonably discoverable at the time of hearing, or for
other good and sufficient cause. The Commission will not accept answers to a petition to
reopen unless the Commission requests answers by written notice.

RCW 80.01.060(3) provides that an initial order will become final without further
Commission action if no party seeks administrative review of the initial order and if the
Commission fails to exercise administrative review on its own motion.

Any Petition or Response must be electronically filed through the Commission’s web
portal as required by WAC 480-07-140(5).
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