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FINAL ORDER GRANTING STAFF 
PETITION FOR ADMINISTRATIVE 
REVIEW; DENYING EAST SIDE 
IMPROVEMENT CO., INC., PETITION 
FOR ADMINISTRATIVE REVIEW

BACKGROUND 

1 On February 24, 2025, East Side Improvement Co., Inc. (East Side or the Company) filed 
with the Washington Utilities and Transportation Commission (Commission) tariff 
revisions that if approved would generate approximately $59,477 (131.67 percent) of 
additional revenue. East Side provides water service to approximately 45 domestic and 
irrigation customers and owns and operates four water systems in Kittitas County. East 
Side provides in its initial filing that the Company’s reasons for requesting increased 
revenue in this general rate case (GRC) are to cover costs associated with rising 
operational costs since 2022, Washington state mandated water testing, and other repairs 
and improvements. 

2 In a previous proceeding in Docket UW-240294, the Commission entered Order 01 
approving subject to conditions a surcharge allowing East Side to recover 70 percent of 
the $33,596 cost incurred to replace irrigation screens for irrigation water service.1 
Subsequently, East Side submitted a request on September 12, 2024, seeking a rate 
increase to recover, among other things, the remaining 30 percent of the cost of the 
irrigation screens. East Side later withdrew the request due to disagreements with Staff 
including details related to depreciation, rate base, revenue requirement and rates.2 East 
Side then filed its request in this docket on February 24, 2025, and appeared before the 
Commission at its regularly scheduled open public meetings on March 27, 2025, April 

1 See In re Petition of East Side Improvement Co., Inc., Docket UW-240294, Order 01 at 1-4 
¶¶ 2-17 (June 28, 2024). 
2 Stark, Exh. RS-1T at 4:7-10. 
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21, 2025, and June 26, 2025. The Commission entered Order 01 in this docket 
suspending the requested tariff revisions and setting the matter for adjudication. 

3 The Commission held a public comment hearing on March 17, 2026, during which East 
Side customers complained about paying for excessive rates compared to neighboring 
properties, raised concerns about whether the Company is mismanaging the water 
system, operating in good faith, and providing clean and safe drinking water, and urged 
the Commission not to allow East Side to pass engineering or legal costs on to 
customers.3 On March 19, 2026, Administrative Law Judges Bonfrisco and Kruszewski 
(ALJs) presided over the evidentiary hearing in this matter.  

4 The Commission entered Order 05, Initial Order Rejecting Tariff Filing; Authorizing and 
Requiring Compliance Filing (Order 05). Order 05 provides additional background 
details of this docket and the Company’s history, including the current ownership 
resulting from collection of debt collateral against the prior owner and business associate, 
and of operating subject to but outside of Commission regulation prior to 2022. 

5 On May 20, 2026, Commission staff (Staff) filed Staff’s Petition for Administrative 
Review (Staff Petition) arguing that the revenue requirement for the second of the two 
rate years approved in Order 05 incorrectly approved the identical amount of net pro 
forma rate base for year two as approved for rate year one and failed to subtract 
depreciation expense from the Company’s rate base for rate year two. Staff argues that 
this results in an overstated revenue requirement for the second year of the rate plan, and 
requests that the Commission correct the error and all portions of Order 05 that reflect it.4 

6 Also on May 20, 2026, East Side filed the East Side Improvement Co., Inc. Petition for 
Review of Initial Order (East Side Petition) arguing that Order 05 improperly failed to 
make findings on the Company’s rate base and erroneously set revenue requirement and 
attorney fee amounts.5 East Side requests that the Commission enter a final order 
replacing Order 05, establishing higher rate base and revenue requirement amounts and 
allowing East Side to recover all of its requested attorney fees. East Side requests the 
Commission approve rates of $69.75 per service per customer per month for five years 
constant and allow attorney fees through a separate surcharge fully amortized over a five-
year term at 12 percent interest. 

 
3 See WUTC v. East Side Improvement Co., Inc., Docket UW-250104, Order 05 at 6 ¶ 15 (Apr. 
30, 2026). 
4 Staff Petition at 2, 5-6 ¶¶ 3, 12-15. 
5 East Side Petition at 2, 11-12, 14 ¶¶ 2, 25, 30. 
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7 As of the date of this Final Order, East Side has not filed a response to the Staff Petition. 
On June 1, 2026, Staff submitted Staff’s Response to East Side Improvement Co., Inc.’s 
Petition for Administrative Review (Staff Response), in which it argues that the 
Commission should affirm the findings in Order 05 subject to the corrections Staff argues 
for in the Staff Petition.6 Also on June 1, 2026, Public Counsel submitted the Public 
Counsel Response to East Side’s Petition for Review of Initial (Public Counsel Response) 
arguing that Order 05 is correctly reasoned, that the East Side Petition simply reiterates 
East Side’s initial arguments adjudicated in Order 05, and recommends the Commission 
reject the East Side Petition and affirm Order 05.7 

DISCUSSION AND DECISION 

8 For the reasons discussed below, we grant Staff’s Petition and make the corrections Staff 
requests. We also adopt and affirm as our own the findings and conclusions set forth in 
Order 05 in full and deny the East Side Petition, subject to corrections identified in the 
Staff Petition. 

I. Standard of Review 

9 Pursuant to RCW 34.05.464, initial orders “may become final without further agency 
action, unless within a specified period . . . a party to the proceedings files a petition for 
administrative review of the initial order.”8 A party may challenge any finding of fact, 
conclusion of law, remedy, or result in an initial order by petitioning for administrative 
review. A party also may petition for administrative review to challenge the reasons 
stated in support of any result reached in an initial order.9 

10 The Commission reviews petitions for administrative review de novo, and when 
reviewing decisions reached in an initial order, the Commission may exercise all 
discretion available to the presiding officer except as limited by law.10 Accordingly, the 
Commission may adopt, modify, or reject an initial order, or may remand the matter for 
further proceedings with instructions to the presiding officer.11 

 
6 Staff Response at 1-2 ¶¶ 1, 4-5, & 4 fn. 1. 
7 Public Counsel Response at 1-2 ¶ 1. 
8 RCW 34.05.464(1).  
9 WAC 480-07-825(2).   
10 RCW 34.05.464(4); City of Kennewick v. Port of Benton, Docket TR-130499, Order 04 at 3-4 ¶ 
7 (June 24, 2014). 
11 WAC 480-07-825(6). 
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11 Order 05 correctly states the standard of review wherein the Commission has broad 
discretion to regulate and set rates in the public interest that are fair, just, reasonable and 
sufficient for companies to earn a fair return, and to balance the needs of the public to 
have safe, reliable, and appropriately priced services, while also assuring that the utilities 
earn enough to remain in business.12 The Commission interprets the fair, just, reasonable 
and sufficient rates standard to mean:  

rates that are fair to customers and to the Company’s owners; 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.13 

12 Order 05 also correctly states that the burden of proving that a proposed rate increase is 
fair, just, and reasonable lies with the public service company requesting the rate 
increase.14 As explained in Order 05, the Commission applies the prudent investment or 
historical cost standard to set rates, relying on historical cost data to value rate base to 
determine the level of prudently incurred expenses the Company will experience 
prospectively, and allows the company to recover these expenses. The Commission 
determines a company’s rate base using the original cost less depreciation method, and 
allows an appropriate rate of return on that rate base to enable the company to recover the 
cost of its investment in infrastructure, repay any lenders, and earn a reasonable return, or 
profit.15 

II. Staff Petition 

13 In its Petition for Administrative Review, Staff argues that the presiding Administrative 
Law Judges in Order 05 erred by failing to include depreciation in the calculation of rate 
base for year two of the two-year rate plan, and by using the same rate base amount for 

 
12 See RCW 80.01.040(3); RCW 80.28.010; People’s Org. for Wash, Energy Res. v. WUTC, 104 
Wn.2d 798, 808, 711 P.2d 319 (1985) (hereinafter POWER). 
13 WUTC v. Avista Corp., Dockets UE-160228 & UG-160229, Order 06 at 47 ¶ 79 (Dec. 15, 
2016) (emphasis in original); see also WUTC v. Pacific Power and Light Company, Cause No. U-
76-18 (Dec. 29, 1976); Federal Power Comm’n v. Hope Natural Gas Co., 320 U.S. 591(1944); 
Bluefield Water Works & Improvement Co. v. Pub. Serv. Comm’n of W. Va., 262 U.S. 679 (1923). 
14 See RCW 80.04.130(4); WAC 480-07-540. 
15 See In the Matter of the Petition of Puget Sound Energy for an Accounting Order Approving 
the allocation of Proceeds of the Sale of Certain Assets to Public Utility District #1 of Jefferson 
County, Docket UE-132027, Order 04 at 12-13 ¶¶ 15-17 (Sept. 11, 2014) (citing POWER, 104 
Wn.2d at 828, 811). 
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the net pro forma rate base in both years one and two.16 Staff asks the Commission to 
make appropriate modifications to Order 05 to correct the error in rate base and set the 
correct revenue requirement for year two of the rate plan.17 

14 In support of its argument, Staff cites prior decisions in which the Commission has 
explained its consistent approval of fair, just, reasonable, and sufficient rates that apply 
straight-line depreciation methodology in determining depreciation expense that is 
applied each year over the useful life of plant considered in the rate base calculation of 
“original cost less depreciation.”18 Depreciation expense is applied to reduce the value of 
a company’s rate base by a ratable share such that an equal portion of a company’s 
investment is recovered in each year of the approved life of the investment.”19  

15 Public Counsel supports the rate base adjustments recommended in Staff’s Petition.20 As 
of the date of this Final Order, East Side has not filed a response in this docket to Staff’s 
Petition. 

Commission Decision 

16 We agree with Staff and grant the relief requested of applying straight-line depreciation 
to calculate depreciation expense to be subtracted from the rate base amount stated for 
year two of the two-year rate plan approved in Order 05. The value of East Side’s net pro 
forma rate base for year two should be corrected to $57,549 and the revenue requirement 
for year two should be corrected to $58,707. The errors are in Order 05 on pages 1, 50, 
and 51, and in Appendix A on page 1. The appropriate corrections to Order 05 and to 
Appendix A to Order 05 are summarized in Appendix A to this Final Order. 

III. East Side Petition 

17 In its Petition, East Side contends that Order 05 1) fails to make any finding as to East 
Side’s rate base and sets revenue requirement for the initial and subsequent rate years 
based on erroneous reasoning; 2) sets the amount of recoverable attorney fees based on 
erroneous reasoning; and 3) improperly fails to recognize the public interest benefit that 

 
16 Staff Petition at 6 ¶ 14. 
17 Id. at 6 ¶ 15. 
18 In re Petition of Puget Sound Energy, Inc., Docket UE-132027, Order 04 at 12-13 ¶¶ 16-17 
(Sept. 11, 2014); see also In re Petition of GTE Nw., Inc., Docket UT-961632, Fourth Suppl. 
Order Denying Petition at 2 (Dec. 12, 1997); accord Public Sys. V. Fed. Energy Regulatory 
Comm’n, 709 F.2d 73, 80 (D.C. Cir. 1983).  
19 Staff Petition at 1-2, 5-6 ¶¶ 1-3, 12-14. 
20 Public Counsel Response at 22-23 ¶ 33. 
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East Side has provided its customers contrary to paragraph 90 of Order 05.21 East Side 
asks the Commission to take the following actions in a final order: 

1) correct alleged errors in the rate base calculation in Order 05 to establish a rate 
base of $339,925 with a service life of 25 years starting in 2031. East Side 
calculates $339,925 by adding $314,000, which is 36 percent less than the 
estimate proposed by East Side’s expert, to $25,925, which is the additional 
revenue East Side alleges it would have earned if Staff had not changed its March 
2025 recommendation;  

2) establish a revenue requirement of $75,114 to include the additional $25,925 
Staff proposed in its March 27, 2025, memo;  

3) establish rates of $69.75 per service per customer per month for five years 
constant; and  

4) allow full recovery of attorney fees through a separate surcharge fully 
amortized over a five-year term at 12 percent interest.22 

18 We address each of East Side’s contentions below. 

A. East Side Contention 1: Whether Order 05 Failed to Make Findings on Rate 
Base and Erroneously Set Revenue Requirement. 

19 East Side argues in its first of three contentions that Order 05 fails to make any findings 
regarding East Side’s rate base to support the revenue requirement amounts for year one 
and year two of the two-year rate plan.23 East Side also argues that Order 05 erroneously 
adopts the rate base that Staff proposed and that Staff based on East Side’s tax returns for 
2022 and 2024.24 East Side argues that the reasoning for these findings in Order 05 is 
erroneous and should be corrected to instead adopt the rate base and revenue requirement 
amounts proposed by East Side and adopt the engineering reconstruction estimates 
provided by East Side’s expert witness.25  

 
21 East Side Petition at 2, 11-12, 14 ¶¶ 2, 25, 30. 
22 East Side Petition at 14-15 ¶ 33. 
23 East Side Petition at 2 ¶¶ 2-3. 
24 East Side Petition at 2-3 ¶ 4. 
25 East Side Petition at 2-5 ¶¶ 4-7. 
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20 East Side argues that Order 05’s reasoning is contradictory because it acknowledges the 
existence and importance of water system assets that are used and useful for providing 
utility service but fails to include those assets in setting rate base. East Side lists several 
assets missing from the tax depreciation schedule that it argues should be included in its 
rate base calculation.26 East Side maintains it was not required to list all of its assets as 
depreciable assets on its tax returns, and so while its tax forms correctly omits 87 percent 
of East Side’s water system assets that are used and useful for utility service, Order 05 
incorrectly excludes them from rate base.27 East Side alleges that it purchased the water 
system assets worth $361,000 in 2022 and that by assigning zero value to 87 percent of 
those assets in rate base, Order 05 improperly reduces the value of the systems to 
$60,301.28  

21 East Side argues that the failure to include the value of these assets in rate base amounts 
to an unconstitutional regulatory taking. East Side references the U.S. Supreme Court 
decision in Smyth v. Ames that the state cannot take property of a private utility without 
just compensation, depriving the owner of the utility property without due process of law 
through rates so unjust as to be confiscatory.29 

22 East Side asserts that Staff and Order 05 misunderstand the difference between 
accelerated depreciation for tax purposes versus straight line depreciation for regulatory 
purposes, and that this misunderstanding extends to Order 05’s reasoning which 
incorrectly based its rate base calculations on the tax forms.30 East Side maintains that 
Order 05 “fallaciously assumes that East Side must prove a negative as part of its burden 
of proof; namely that its ratepayers have not repaid East Side for the value of its assets 
used to provide them with utility service to establish a true value for its rate base.”31 East 
Side maintains there is no evidence in the record showing that ratepayers have repaid the 
value of any assets of the water system. East Side asserts, citing to its own reconstruction, 
that “monthly fees” customers have paid “are well below what they would have paid had 
rates been set initially using a commission rate base formula” and that East Side’s owner 

 
26 East Side Petition at 7 ¶ 12. 
27 East Side Petition at 4-5 ¶ 7. 
28 East Side Petition at 6-7 ¶ 11. 
29 East Side Petition at 10-11 ¶¶ 22-24. 
30 East Side Petition at 5 ¶ 8. 
31 East Side Petition at 6, 10 ¶ 9, 22. 
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is entitled to recover the value of its system from customers through the rates the 
Company seeks in this case.32 

23 East Side also takes issue with Order 05’s reference to evidence in the record that third 
parties likely paid for some portions of the water system when it was developed, and that 
if so, East Side should not recover those portions.33 East Side contends that even if 
developers or others may have paid for the water system, this does not mean the current 
owners should get nothing for the value of the system.34  

24 East Side argues that Staff and Public Counsel erroneously assume that because original 
cost records do not exist, there is no way to determine rate base, and that Order 05 itself 
accepts that rate base can be determined by a means other than original costs.35 East Side 
maintains that Order 05 erred by failing to adopt its proposal to use its expert’s estimates, 
and cites to Commission precedent in WUTC v. Rosario Utilities, LLC, where the 
Commission held that rate base can be determined where records are inadequate or 
documentation is missing, by using a professional engineer’s estimate and reconstruction 
of costs with appropriate adjustments.36  

25 East Side argues that its expert is a professional engineer who used original approved 
construction drawings and actual specifications for each system to reconstruct and 
estimate the water system assets for rate base. East Side argues that Order 05 relies on 
evidence from “nonprofessional witnesses.” East Side notes that while its expert did not 
consult the original owner, the original owner did not have original cost records, and so 
its expert’s estimates should not have been rejected simply for failing to discuss the assets 
with the original owner.37 

26 East Side acknowledges that evidence in the record from the Washington Department of 
Health indicating that the system was not built as shown or assumed in the engineering 
report calls into question the accuracy of the construction drawings on which East Side’s 

 
32 East Side Petition at 6 ¶¶ 9-10 & fn. 1. 
33 See East Side Petition at 6-7 ¶ 11 (referencing Order 05 at 33 ¶ 69); see also Order 05 at 32 
¶ 67 (referencing Stark, Exh. RS-1T at 24:10-13); Stark, Tr. At 180:19—181:7, 190:18-24. 
34 East Side Petition at 6-7 ¶ 11. 
35 East Side Petition at 7-8 ¶ 13. 
36 East Side Petition at 8 ¶ 14 (citing WUTC v. Rosario Utilities, LLC, Docket No. U-87-1550-T 
(Nov. 25, 1996)). 
37 East Side Petition at 9 ¶ 17-18. 
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expert reconstruction estimates were based. Even so, East Side asserts that the original 
drawings provide “much superior evidence.”38  

27 Staff opposes all of East Side’s contentions and urges the Commission to reject East 
Side’s Petition subject to the corrections to rate years subsequent to year one identified in 
Staff’s Petition.39 Staff urges the Commission to reject East Side’s arguments that Order 
05 failed to make findings on rate base. Staff identifies the paragraphs in Order 05 that 
state the Commission findings on appropriate revenue for each of the rate years 
authorized and required, specifying that revenue must reflect details provided in 
Appendix A to Order 05, which states the rate base amounts. 

28 Staff argues that the Commission should affirm Order 05’s acceptance of Staff’s 
recommendation to use East Side’s tax returns to determine rate base asset value because 
the returns were submitted under penalty of perjury, were not prepared in the course of 
litigation in this docket, and because East Side had an incentive to provide a 
comprehensive list of assets in the tax returns to maximize the deduction benefit available 
to East Side for depreciation expense.40 Staff also asserts that the depreciation schedule in 
East Side’s tax returns is consistent with the other evidence in the record, including 
information provided to Staff by the original owner that East Side’s systems were built 
from material and labor gifted to East Side from the original owner’s other companies.41 

29 Staff argues that East Side misstates the decision in Order 05 on a number of issues. First 
Staff contends that Order 05 did not require East Side to “prove a negative,” and that 
Order 05 correctly held that East Side failed to carry its burden to justify its proposed rate 
increase, including demonstrating the existence of any unrecovered value of the water 
system assets or any contributions in aid of construction (CIAC).42 Staff counters East 
Side’s assertion that there is no record evidence of non-company contributions to rate 
base assets, as such evidence was discussed at length in the record throughout the 
proceeding and is documented by substantial evidence in the record.43 Staff continues 
that it did not improperly conflate tax and regulatory depreciation concepts in its 
recommendation to use straight-line regulatory accounting to value rate base.44 Staff 

 
38 East Side Petition at 9-10 ¶ 20. 
39 Staff Response at 1-2, 8-9, 12, 21, 23-24 ¶¶ 1-4, 20, 25, 33, 50, 54-56. 
40 Staff Response at 10-11, 15-18 ¶¶ 28-31, 38-44. 
41 Staff Response at 11 ¶ 32. 
42 Staff Response at 13-14 ¶ 36. 
43 Staff Response at 14-15 ¶ 37. 
44 Staff Response at 17-18 ¶ 43. 
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maintains that it did not use accelerated depreciation in its recommended rate base 
valuation.45 

30 Staff also argues that the Commission should apply its precedent to find rates lawful 
where they “provide the utility to recover expenses prudently incurred for the provision 
of service and provide an opportunity to earn a reasonable rate of return on its investment 
in property used to provide service (its rate base).”46 Staff argues that the Commission 
should not permit East Side to earn a return on rate base that would include the 
investments East Side did not make—in particular investments in the East Side water 
systems that the record indicates were likely built using materials and labor provided by 
companies other than East Side. Staff argues that Order 05 was reasonable in its decision 
to accept Staff’s recommendation to use original cost information in the Company’s tax 
returns, adjusted for accumulated depreciation, to set rate base. 47 Staff insists that it is 
inequitable to allow a utility to earn a return on rate base it does not contribute, and that 
Order 05 correctly declined to do so for East Side.48 

31 Staff contends that Order 05 reasonably rejected East Side’s expert testimony and study 
because the estimates in the study relied on plans and maps that record evidence indicated 
were inconsistent with the water system that was actually built. While East Side’s expert 
reconstruction was done with engineering knowledge, Staff asserts that it lacked required 
accounting knowledge given that other entities contributed free capital and labor to 
construction of East Side’s water systems.49 Staff argues that Order 05 reasonably 
concluded that East Side’s expert estimates were unreliable because those estimates 
included costs that East Side would not have incurred.50 

32 Staff counters East Side’s assertions about the purchase price East Side paid for the water 
systems by highlighting that the purchase price amount was established as part of an off-
market transaction in which the original owner, Mr. Jackson, sold the systems to a 

45 Staff Response at 17-18 ¶ 43. 
46 Staff Response at 9-10 ¶ 26 (citing POWER, 104 Wn.2d at 808-13; In re Petition of PSE, 
Docket UE-132027, Order 04, at 12 n.16). 
47 Staff Response at 9-10 ¶ 25-29. 
48 Staff Response at 18 ¶ 44. 
49 Staff Response at 18-19 ¶ 46. 
50 Staff Response at 18-19 ¶ 46 
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creditor, East Side, to satisfy a debt.51 Staff maintains that the Commission should affirm 
Order 05’s decision not to use this sort of transaction to determine customer rates. 

33 Staff also counters that whether an asset is used and useful for customers is a necessary 
but not sufficient condition for valuing rate base, and that such assets that are acquired 
imprudently, fully depreciated, or that were acquired through CIAC are nevertheless 
appropriately excluded from and assigned no value in rate base.52 Staff also maintains 
that Order 05’s valuation of East Side’s rate base is not an unconstitutional regulatory 
taking without just compensation, because the rate base valuation in Order 05 was based 
on the best available evidence of who invested the capital comprising East Side’s rate 
base. Staff maintains that East Side is not entitled to a return on assets it did not itself 
contribute.53 

34 Public Counsel also opposes East Side’s Petition and urges the Commission to reject it 
and affirm Order 05.54 Public Counsel argues that East Side simply reiterates its request 
in its Petition and has failed to meet its burden to support its proposed rate base with 
sufficient reliable evidence in the record.55 Public Counsel characterizes East Side’s 
arguments regarding rate base findings in Order 05 as inaccurate, and highlights the 
findings in Order 05 that set revenue requirement in reference to Appendix A where the 
approved rate base value is expressly stated.56 Public Counsel also highlights East Side’s 
reliance on the standard for determining fair value stated in U.S. Supreme Court decision 
in Smith v. Ames, long since overruled by the Court’s decision in Federal Power Comm’n 
v. Hope Natural Gas Company, which the Commission has adopted. Public Counsel
restates Commission precedent adopting the reasoning in Hope that the Smith
reproduction cost method of determining “fair value” failed to measure what is fair, just,
reasonable, and necessary for a utility to access capital and remain in business. Public
Counsel points to Commission precedent adopting the reasoning in Hope and rejecting
reproduction cost estimates, which relied on assumptions and speculation, and stating the
Commission’s preference for “net original cost type rate base” to value utility property

51 Staff Response at 19-20 ¶ 47 (citing Severson, TR. at 105:5-20; Rosario Utils., LLC, Docket 
UW-951483, 1996 Wash. UTC Lexis 43 at *22). 
52 Staff Response at 20 ¶ 48 (internal citations omitted). 
53 Staff Response at 20-21 ¶ 49. 
54 Public Counsel Response at 1-2 ¶ 1. 
55 Public Counsel Response at 1-2, 17 ¶¶ 1, 23. 
56 Public Counsel Response at 7-8 ¶ 9. 
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for ratemaking purposes.57 Public Counsel asserts that East Side cannot complain of a 
regulatory taking where the Commission follows its well-established methodology for 
determining rate base.58 

35 Public Counsel distinguishes the facts of this case to those in the Commission’s decision 
in Rosario, where the Commission used an engineering reproduction methodology to 
estimate and set rate base in the absence of direct evidence of original costs. Public 
Counsel identifies that the utility at issue in Rosario, unlike East Side, was a resort 
company that was financially distressed, went bankrupt, and was acquired by unrelated 
parties. In contrast here, Public Counsel also notes the numerous concerns demonstrated 
in the record for this proceeding over the reliability of the engineering methodology 
underlying East Side’s proposed rate base.59 

36 Public Counsel also points to the Commission’s exclusion from rate base, in Rosario and 
in other Commissions decisions, of CIAC provided by third parties for any utility plant 
that is in turn expensed by the third party.60 Public Counsel emphasizes that companies 
are only entitled to earn a return on their own capital investment, and that these methods 
of regulatory rate base valuation provide a proxy for a competitive market to ensure that 
“natural monopoly” utility entities do not unduly take advantage of their franchise in 
pricing regulated utility services.61 

37 Public Counsel underscores the reasoning in Order 05 that while East Side did not meet 
its burden to justify a return on the original costs of the water system, Order 05 exercised 
discretion to reach a fair result in valuing rate base through the use of original costs stated 
in the Company’s 2022 tax returns. Public Counsel argues that there is nothing in the East 
Side Petition that justifies modifying Order 05 to further reward East Side, and urges the 
Commission not to reward East Side’s “monopolist rent-seeking behavior.”62 Public 
Counsel recommends the Commission refrain from exercising discretion to allow any 
further rate increase in this docket because East Side is not a distressed water system in 

 
57 Public Counsel Response at 19 ¶ 27 (citing Wash. Pub. Serv. Comm’n v. Wash. Water Power 
Co., Cause No. U-9143, 33 P.U.R. 3d 468, at 12-13 (Apr. 21, 1960)). 
58 Public Counsel Response at 19 ¶ 27. 
59 Public Counsel Response at 14, 21-22 ¶¶ 19, 31. 
60 Public Counsel Response at 14-15 ¶ 20. 
61 Public Counsel Response at 15-16 ¶ 21. 
62 Public Counsel Response at 18 ¶ 25. 
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need of emergency rate support and has sufficient access to capital to cover expenses and 
ensure that future capital improvements will be repaid.63 

38 Public Counsel also points to East Side’s insistence that it was the sole investor in the 
water system despite evidence in the record of contributions by multiple third parties, as 
well as East Side’s assumption of a fixed 15 percent administrative overhead, and that the 
water system followed original plans despite actual construction to demonstrate that East 
Side’s cost reconstruction estimates for rate base are unreliable.64 Public Counsel also 
points back to East Side’s flawed use of several different conflicting methodologies to 
reconstruct original cost, which resulted in significant errors, overcounting, and 
inconsistencies in the record. Public Counsel maintains that the Commission’s focus in 
setting rate base to determine “fair value for ratemaking purposes” is on what capital the 
utility actually invested, and that East Side has made no attempt to clarify who invested 
what.65 Further, Public Counsel argues that East Side’s cost reconstruction conflicts with 
contemporaneous Washington Department of Health records of East Side’s capital costs 
of only $12,500, and conflicts with the Company’s 2022 tax returns. Public Counsel 
notes East Side’s failure to explain why its 2022 tax returns only report to the federal 
government a partial list of assets or why the costs stated in the returns conflict with East 
Side’s cost reconstruction methodology. Given the numerous inconsistencies in the 
record, Public Counsel insists that Order 05 was correct to reject East Side’s 
reconstruction, and that the Commission should affirm its findings.66 

39 Public Counsel further argues that the inclusion in East Side’s 2022 tax returns of water 
system assets with zero value that were fully depreciated suggests that the asset list had 
not changed over the years and had remained constant. Public Counsel notes that the list 
of assets being incomplete in the tax return indicates consistency with the necessarily 
implied contributions from third parties who would have expensed those assets missing 
from the 2022 return. Public Counsel argues that based on the record, the 2022 tax 
records appear to list reliably the assets for which East Side contributed capital and 
claimed for tax depreciation, and that the Commission should affirm Order 05’s rate base 
determination of $68,364, subject to the proposed adjustment in Staff’s Petition.67 

 
63 Public Counsel Response at 17-18 ¶ 24. 
64 Public Counsel Response at 18-19 ¶¶ 26-27. 
65 Public Counsel Response at 20-21 ¶ 29. 
66 Public Counsel Response at 21 ¶ 30. 
67 Public Counsel Response at 22-23 ¶ 33. 
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40 Public Counsel recognizes the discretion exercised in Order 05 to use East Side’s 2022 
tax returns to set a more favorable rate base than East Side was able to demonstrate 
through original cost records. However, Public Counsel also argues that Order 05’s 
decision to do so was unnecessary, and that the Commission could reconsider the 
decision and adopt Public Counsel’s position to reject the requested rate increase entirely, 
considering East Side’s failure to maintain appropriate records of original cost and of 
what capital it actually contributed to the water systems. Looking to the recently 
approved surcharge to replace irrigation screens, Public Counsel asserts that East Side is 
generating revenue beyond its expenses such that the proposed rate increase is not 
necessary to protect fiscal health or ensure access to capital.68  

Commission Decision 

41 First, we disagree with East Side’s argument that Order 05 fails to make findings on rate 
base. Order 05 discusses rate base in section C.1, provides reasoning for the decision in 
paragraphs 62 through 72, states the rate base amounts for initial and subsequent rate 
years on page 1 of Appendix A to Order 05, and incorporates these findings on rate base 
in paragraph 120. We therefore reject East Side’s contention that Order 05 fails to make 
findings or determinations on rate base or that the findings stated in paragraph 120 are 
incorrect. Accordingly, we adopt and affirm the findings and conclusions set forth in 
Order 05 regarding the calculation of rate base, subject to the corrections identified in the 
Staff Petition discussed in paragraph 16, above. 

42 Next, we disagree with East Side’s assertion in Contention 1 that Order 05 reached its 
decision on rate base in error. We agree with Staff and Public Counsel that the decision in 
Order 05 was reasonable and consistent with Commission precedent in finding that the 
burden is on the Company to demonstrate that its rates are fair, just, reasonable, and 
sufficient to earn a reasonable return.69 Order 05 reasonably determined that the 
Company’s proposal to use its expert reconstruction of the value of the water systems 
was based on incorrect information in original plans and maps that were inconsistent with 
the actual water system and failed to account for or address record evidence of CIAC of 
the systems. This aligns with the omission of those systems from East Side’s own 
assertions in its tax returns. 

43 While our review of an initial decision is de novo, we agree with the ALJs’ decision in 
Order 05 concerning the rejection of East Side’s engineering reconstruction and use of 
East Side’s 2022 tax return to set rate base. We therefore decline to alter any of the 

68 Public Counsel Response at 25-26 ¶ 37-38. 
69 See RCW 80.04.130(4); WAC 480-07-540. 
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findings, subject only to the corrections proposed in Staff’s petition. We find that East 
Side provides no new information in its Petition and simply restates its initial arguments 
that Order 05 appropriately and reasonably declined to adopt. Contrary to its assertions, 
East Side fails to demonstrate any error in the reasoning of Order 05’s decision to reject 
East Side’s engineering reconstruction and accept Staff’s recommendation to use water 
system asset information in East Side’s 2022 tax return to set rate base. We therefore 
decline to reverse any of the rate base findings in Order 05. As both Staff and Public 
Counsel correctly identify, the only new assets referenced in East Side’s request is the 
unrecovered portion of the irrigation screens that the Commission first addressed in a 
separate docket. 

44 We agree with Staff that water system assets allowed in rate base need not only be used 
and useful for utility service, but also must be prudent investments, not fully depreciated, 
and not gifted to the Company through CIAC.70 As Order 05 explains, evidence in the 
record indicated that some of the water system assets were contributed to East Side by 
other companies during construction.71 In addition, the 2022 tax return purported to state 
East Side’s water system assets and provided depreciation schedules for those assets 
including some assets that were fully depreciated. East Side has not provided any 
explanation for why it failed to report the excluded water system assets from the return. 
As a result, Order 05 reasonably found East Side’s conflicting reconstruction of original 
costs to be unreliable. To reach a fair result, Order 05 exercised its discretion in using 
East Side’s 2022 tax return, applying straight-line depreciation, to set rate base in lieu of 
missing records on the actual original cost.  

45 For this reason, we find Order 05’s exclusion of these assets from rate base is 
appropriate, not erroneous. It was the Company’s burden to demonstrate that any asset 
value omitted from its own 2022 tax return should have nevertheless been included in 

 
70 See Staff Response at 20 ¶ 48 (citing RCW 80.04.250; In re United Disposal Servs., Inc., Case 
Nos. 17-1017-MC-TC, 17-1018-MC-TC, 17-1019-MC-TC, 17-1020-MC-TC, 17-1021-MC-TC, 
2017 WL 5449381), *3 (W.Va P.S.C. Nov. 9, 2017)); see also WUTC v. Rosario Utils., LLC, 
Docket UW-951483, 1996 Wash. UTC Lexis 43, *22 (Nov. 25, 1996); Walla Walla Country 
Club v. Pacific Power & Light Co., Docket UE-143932, Order 05, at fn.2 (May 5, 2016) (citing In 
the Matter of the Petition of PSE, Docket UE-132027, Order 04 (Sept. 11, 2014) for the principle 
of Commission regulation under the “rate base rate of return approach” in which a utility is 
considered to have recovered all it is entitled to recover (i.e., return of and return on the asset) if 
facilities are fully depreciated at the time an asset transfer takes place, or if facilities are not fully 
depreciated, the company may be entitled to recover their net book value (i.e., original cost less 
depreciation).); POWER, 104 Wn.2d at 810-11, 828-29. 
71 Stark, Exh. RX-34X at 1 (“Mike Jackson put the whole water system together and basically 
paid [for] it with his own money (or subsidized by his construction business).”). 
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rate base, and the Company failed to do so.72 While East Side insists that it was not 
required to include all of its assets in its 2022 tax return, it fails to explain why it would 
have omitted those assets.  

46 When setting rates, the Commission has applied straight-line depreciation to the original 
cost of utility assets to determine asset value for inclusion in rate base. Accordingly, the 
Commission cannot approve rates that incorporate or attribute rate base value for fully 
depreciated assets. East Side is requesting that the Commission allow it to recover for 
water system assets that the Company itself declined to report in its own tax returns. It 
remains unclear why the Company might have chosen not to report the value of those 
assets in its tax returns. Further, East Side asks the Commission to value those assets in 
rate base using an engineering analysis that the record has shown to be flawed and 
unreliable. We decline to do so, considering that East Side has failed to meet its burden to 
establish with sound evidence in the record in this docket whether any undepreciated 
value remains on the water system assets that the Company chose not to report in its tax 
returns. Order 05 correctly and reasonably declined to allow East Side such recovery, and 
we affirm that decision.  

47 We also disagree with East Side’s characterization of our precedent in Rosario, in which 
the Commission reasonably used engineering estimates in the record to estimate rate 
base. Unlike the record in this docket, the record in Rosario supported the engineering 
estimates that were used as the basis for a reconstruction of rate base in the absence of 
direct evidence of original costs.73 In this docket there was contradictory evidence in the 
record indicating that East Side’s estimates were incorrect and unreliable, which is why 
Order 05 reasonably declined to use those estimates. We therefore agree with and adopt 
and affirm as our own the decision in Order 05 to use the Company’s tax returns to 
estimate rate base. 

B. East Side Contention 2 & 3: Whether Order 05 Erroneously Set the Amount 
of Recoverable Attorney Fees and Whether Order 05 Paragraph 90 
Improperly Failed to Recognize a Public Interest Benefit to Customers 

48 East Side’s second contention is that Order 05’s decision to allow recovery of only 
$10,078 of East Side’s attorney fees was based on erroneous reasoning. First, the 
Company argues that Order 05 improperly punished East Side for not settling the case, 
stating that the Company was prepared to settle with Staff until Staff changed its 

 
72 See RCW 80.04.130(4); WAC 480-07-540. 
73 See WUTC v. Rosario Utils., LLC, Docket UW-951483, 1996 Wash. UTC Lexis 43 (Nov. 25, 
1996). 
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recommendation following review of the Company’s tax depreciation information.74 
Second, East Side argues that Order 05 incorrectly assumed that the remaining 30 percent 
balance of the irrigation screens cost of $10,078 was at issue in this docket and failed to 
compare the full attorney fee amount against East Side’s much higher proposed rate base 
amount.75 East Side denies that it requested tariff revisions without consideration for the 
costs incurred, and maintains that it could not reasonably foresee the full amount of legal 
costs for its first rate case.76 East Side further asserts that it is unlikely to be able to attract 
new capital investment and asks the Commission to allow East Side full recovery of the 
attorney fees that it has incurred in litigating the issues in this docket.77  

49 Third, and relatedly, East Side contends that Order 05 failed to recognize the public 
benefit East Side provided its customers by offering reliable, well-maintained, and 
unlimited service at a flat rate without increase for five years.78 East Side maintains that 
Order 05 did not acknowledge the Company’s water user agreements and that allowing 
its requested rate increase in this docket will allow the Company to remain profitable 
enough to serve and thereby benefit its customers.79 

50 Staff argues that the Commission should affirm Order 05’s determination to limit 
recovery of rate case costs to $10,078. Staff contends that, apart from the remaining 
$10,078 associated with unrecovered cost of the irrigation screens not recovered through 
a previously authorized surcharge, East Side’s proposed rate increase was the result of its 
proposed increased valuation of rate base, which provided no additional benefit to 
customers.80 Staff asserts that the Company failed to identify any additional benefit to 
rate payers as a result of its revaluation of rate base because the Company had not added 
any new plant, suggesting that any rate case costs beyond the $10,078 associated with the 
irrigation screens were solely for the benefit of the Company.81 Consequently, Staff 

 
74 East Side Petition at 11-12, 14 ¶¶ 25, 29. 
75 East Side Petition at 12-13 ¶ 26. 
76 East Side Petition at 13-14 ¶ 28. 
77 East Side Petition at 13-14 ¶¶ 27-28. 
78 East Side Petition at 14 ¶ 31. 
79 East Side Petition at 14 ¶ 32. 
80 Staff Response at 23-24 ¶ 55. 
81 Staff Response at 23-24 ¶ 55. 
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maintains that the Commission should reject the Company’s argument that Order 05 
erred by setting the maximum recoverable rate case expenses at $10,087.82 

51 Staff states the Commission should reject East Side’s argument that it is not responsible 
for the lack of original cost records, as East Side should have been subject to Commission 
regulation when it initially began operating, and the Company is an entity that is distinct 
from its owner.83 Staff claims that, as an independent entity, East Side is responsible for 
maintaining records, regardless of who owns the Company.84  

52 Staff further argues that the Commission should reject East Side’s argument that the 
present litigation is the result of Staff failing to abide by an agreement with East Side to 
have its rate case processed through the open meeting process for two reasons. First, Staff 
explains that it did recommend that the Commission approve East Side’s tariff increases 
as part of the March 27, 2025, open meeting, but the Commission disagreed with Staff’s 
recommendation and directed Staff to meet with the Company’s customers to discuss the 
proposed rate increase.85 Second, Staff states that following the March 27, 2025, open 
meeting, East Side produced the 2022 tax depreciation documentation after previously 
claiming that the Company had no documentation regarding the value of its rate base, and 
Staff reasonably changed its position based on that new information.86  

53 Staff further argues that the Commission should find East Side’s argument that 
disallowing rate case costs will require the owners to add additional capital unpersuasive. 
Staff reiterates that utilities may only recover expenses that are prudently incurred, and 
that it is reasonably foreseeable that shareholders of a utility will be responsible for 
disallowed costs.87 Staff maintains that if the Commission cannot require utility 
shareholders to bear imprudent, and subsequently disallowed, costs, then the 
Commission’s prudence review would serve no practical regulatory purpose.88 

54 Public Counsel asserts that the Commission should reject East Side’s arguments 
regarding full recovery of attorney fees and either affirm Order 05 or entirely reject the 
Company’s request to recover attorney fees, stating that customers should not have to 

 
82 Staff Response at 26 ¶ 59. 
83 Staff Response at 24-25 ¶ 57. 
84 Staff Response at 24-25 ¶ 57. 
85 Staff Response at 25 ¶ 58. 
86 Staff Response at 25 ¶ 58. 
87 Staff Response at 26 ¶ 60. 
88 Staff Response at 26 ¶ 60. 
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bear imprudent expenses, particularly where a water system is not financially 
distressed.89 While Public Counsel indicates that Order 05’s treatment of attorney fees is 
reasonable and supported by the record, it further argues that the Commission could also 
determine that all of the attorney fees were imprudent because the litigation provided no 
benefit to customers.90 Specifically, Public Counsel contends that Order 05 properly 
determined that the Company litigated this rate case to attempt to secure a guaranteed 
return.91 Public Counsel further states that this litigation was only necessary because East 
Side imprudently failed to maintain records, and, to the extent that litigation was 
necessary due to the lack of such records, all of the attorney fees incurred pursuant to that 
imprudence could also be considered imprudent.92  

55 Public Counsel argues that East Side’s concerns regarding its ability to pay attorney fees 
are uncompelling for two reasons. First, Public Counsel asserts that the record does not 
demonstrate that East Side’s owner lacks access to capital, and suggests that the owner 
should be familiar with the American system of fee recovery, where each party bears its 
own litigation costs.93 Second, Public Counsel contends that East Side’s argument fails to 
acknowledge that rate case costs, including attorney fees, must be prudent to be included 
in rates.94  

56 Public Counsel also raises concerns regarding East Side’s filings and Order 05’s 
references to settlement negotiations throughout this proceeding, stating that both the 
rules of evidence and the Commission’s rules require settlement discussions to be 
confidential and not introduced as evidence.95 Public Counsel objects to Order 05’s 
inferences regarding its settlement position based on its litigation position and East Side’s 
accusations that Staff’s conduct during settlement was improper or otherwise caused the 
present litigation.96 Public Counsel states that it was aware of the costs of litigation and 
would have preferred settlement, but that settlement was not achieved in this matter and 
Public Counsel’s position throughout the litigation has been based on the record 

89 Public Counsel Response at 18 ¶ 25. 
90 Public Counsel Response at 27-28 ¶¶ 41-42. 
91 Public Counsel Response at 27-28 ¶ 42. 
92 Public Counsel Response at 27-28 ¶ 42. 
93 Public Counsel Response at 28 ¶ 43. 
94 Public Counsel Response at 28 ¶ 43. 
95 Public Counsel Response at 28 ¶ 44. 
96 Public Counsel Response at 28 ¶ 44. 
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developed in the proceeding and applicable law.97 Finally, Public Counsel explains that 
while the overall amounts in this case are small relative to other rate cases, it does not 
consider the rate increase proposed in this case to be small considering the absence of 
improved service and the fact that increases were driven by a change in company 
ownership.98 

Commission Decision 

57 The Commission determines that Order 05 correctly determined the amount of rate case 
costs that East Side should be allowed to recover in this case. The Commission strongly 
disagrees with East Side’s implication that Order 05 limited the Company’s recovery of 
attorney fees as punishment for not settling the case. This argument fails to acknowledge 
East Side’s agency regarding its litigation strategy, and that East Side bears the burden to 
demonstrate that all of the costs that it seeks to recover in rates, include attorney fees, are 
prudent.99 Insofar as the prudence standard requires a company to maintain 
contemporaneous documentation to support recovery of costs in rates, East Side knew or 
should have known that its request to increase the valuation of its rate base was risky at 
best in the absence of such documentation.100 Although the Commission retains 
discretion to use methods other than original cost to value rate base, the Commission 
exercises that discretion exceedingly sparingly, and East Side has failed to show that such 
discretion is warranted in this case. In the context of Order 05’s discussion, it is clear that 
Order 05 determined that East Side incurred rate case costs without considering whether 

 
97 Public Counsel Response at 28-29 ¶¶ 44-45. 
98 Public Counsel Response at 28-29 ¶ 45. 
99 WUTC v. Bremerton-Kitsap Airporter, Inc., Docket TC-001846, Fifth Supp. Order at 10-11 ¶ 
27 (Aug. 2, 2002) (“Companies whose costs were excessive received no rate case costs, or only a 
portion of rate case costs.”). For the same reasons, the Commission also disagrees with East 
Side’s assertion that Staff is responsible for the litigation in this case. 
100 Furthermore, the Commission’s prudence analysis is not limited to a single point in time and 
considers the entire span of a project. Even if a project was reasonably prudent upon initiation, a 
company still bears responsibility to reevaluate prudence during the project’s implementation. See 
WUTC v. PacifiCorp, Docket UE-152253, Order 12 at 34 ¶ 95 (Sept. 1, 2016) (“In other words, 
our examination of prudence on a specific capital expenditure is not limited to a single point in 
time, but is consider in the continuum of the specifics of the terms of the contract at issue.”).  
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the accumulation of additional rate case costs provided any benefit to customers and were 
therefore imprudent,101 not because the Company did not reach a settlement.102 

58 The Commission further finds that Order 05 reasonably considered the unrecovered costs 
of irrigation screens to evaluate the benefit of the rate case to customers for the purpose 
of determining whether East Side’s attorney fees were prudently incurred. While East 
Side argues that Order 05 should have used the size of East Side’s rate base increase to 
evaluate the benefit of the rate case to customers, and by extension the prudence of its 
rate case costs, this argument assumes that the requested rate base increase was itself 
reasonable. As explained above, the Commission agrees with Order 05’s determination 
rejecting East Side’s reliance on the engineering study supporting its proposed increase to 
rate base. Furthermore, East Side has not offered any persuasive analysis of how an 
increase to rate base, absent any further capital additions or improvements to the system, 
provides any quantifiable benefit to customers. Therefore, Order 05 appropriately 
considered the value of the capital additions approved for recovery when evaluating the 
benefit of the current rate case to the Company’s customers with respect to the prudence 
analysis. 

59 The Commission rejects East Side’s suggestion that a different result is merited because 
disallowing recovery of rate case costs exceeding $10,078 will require East Side’s owner 
to add capital to the Company. Regulated companies should expect that disallowed costs 
will be borne by the company’s shareholders or owners. “[T]he shareholders of the utility 
must absorb the disallowed expenses, with a resulting reduction in the actual rate of 
return earned by them.”103 Otherwise, regulated companies would have no incentive to 
make prudent business decisions, because they could consistently argue that they are 
entitled to additional recovery to remain profitable, regardless of whether the Company’s 
business decisions are reasonable and prudent. Insofar as the Commission’s regulation is 
intended to incentivize efficiencies that would normally occur as a result of market 

 
101 Order 05 at 45-46 ¶ 93 (“It is clear from both the Company and the customers that other than 
the remaining costs of irrigation screens, there is no benefit to customers from this litigation.”).  
102 The Commission acknowledges Public Counsels concerns regarding express or implied 
references to settlement negotiations throughout this proceeding, as generally settlement 
negotiations are confidential and inadmissible as evidence. WAC 480-07-700(6). It is incumbent 
on all participants in Commission proceedings to comport with the Commission’s procedural 
requirements, including the requirement that settlement negotiations remain confidential and not 
be introduced to the evidentiary record. Failure to abide by this requirement may provide 
reasonable grounds for a motion to strike in future proceedings. 
103 POWER, 104 Wn.2d at 811. 
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competition, the prudence analysis prevents a company’s indifference to costs being 
passed on to captive ratepayers.  

60 Finally, the Commission rejects East Side’s argument that Order 05 failed to 
acknowledge a public interest benefit to customers. East Side has not identified any 
evidence in the record that would support a quantification of any asserted public interest 
benefit. Even if such benefit was quantified, the Company has not shown that these 
benefits are benefits to customers upon which the Company is entitled to earn a return, 
similar to the irrigation screens costs that Order 05 relied on limit recovery of attorney 
fees. Additionally, East Side has not explained how its arguments regarding its 
customers’ expectations under its water user agreements alter the Commission’s analysis 
of the Company’s rate case expenses in this case, which focused on the quantifiable 
benefits associated with capital improvements included in the Company’s tariff filing. 

FINDINGS AND CONCLUSIONS 

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

62 (2) East Side is a water company and public service company subject to the 
Commission’s jurisdiction. 

63 (3) On February 24, 2025, East Side filed tariff revisions with the Commission that 
proposed to generate approximately $59,477 (131.67 percent) in additional 
revenue. 

64 (4) Following several tariff extensions, this matter came before the Commission at its 
June 26, 2025, regularly scheduled open meeting. 

65 (5) On March 19, 2026, the Commission held an evidentiary hearing in this matter 
before ALJs Kruszewski and Bonfrisco. 

66 (6) On April 30, 2026, the Commission issued Order 05, which rejected East Side’s 
proposed tariff revisions and required the Company to make a compliance filing 
consistent with the determinations in Order 05. 

67 (7) On May 20, 2026, East Side and Staff each filed petitions for administrative 
review of Order 05. 
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68 (8) The rates set by Order 05 for the second rate year do not include an additional 
year of depreciation for assets relative to the first rate year.  

69 (9) The Commission should grant Staff’s Petition. 

70 (10) Order 05 properly made findings regarding rate base through the discussion in 
paragraphs 62 to 72 and in Appendix A, as incorporated through paragraph 120.  

71 (11) Order 05 did not err by relying on information contained in the Company’s 2022 
tax return to determine East Side’s rate base, which was submitted under penalty 
of perjury and not prepared in anticipation of litigation. The omission of several 
assets from the 2022 tax depreciations schedule supports an inference that those 
assets did not have any remaining value to the Company. 

72 (12) Order 05 did not err by declining to rely on East Side’s engineering 
reconstruction, which was based on incorrect information in original plans and 
maps that were inconsistent with the placement of actual infrastructure and failed 
to address evidence regarding CIAC. The Company’s engineering reconstruction 
is also inconsistent with information contained in East Side’s 2022 tax return. 

73 (13) Order 05 did not err by determining that, while certain physical assets used by the 
Company to provide service exist, East Side has failed to demonstrate those assets 
have any ratemaking value, considering the evidence regarding CIAC. 

74 (14) Having failed to carry the burden of proof to demonstrate the ratemaking value 
for several assets, East Side’s argument that Order 05 results in a taking with 
respect to those assets also fails. 

75 (15) The Commission should adopt Order 05’s analysis with respect to the valuation of 
East Side’s rate base. 

76 (16) Order 05 appropriately determined that East Side failed to demonstrate that it 
prudently incurred all of its attorney fees. 

77 (17) Order 05 reasonably determined that recovery of attorney fees should be limited 
to $10,078, the value of the irrigation screens that the Company sought to include 
in rates as part of this proceeding. 

78 (18) Order 05 did not rely on the absence of settlement to limit the recovery of 
attorney fees. 
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79 (19) East Side has not demonstrated a public interest benefit associated with its current
rate case filing or that such benefit is akin to the benefit associated with the
unrecovered portion of the irrigation screens, which the Company can earn a
return on.

80 (20) East Side has not established that its water user agreements have any bearing on
the analysis of the benefit to customers that the Commission used to limit East
Side’s recovery of attorney fees.

81 (21) The Commission should deny East Side’s Petition.

ORDER 

THE COMMISSION ORDERS: 

82 (1) Commission Staff’s Petition for Administrative Review is GRANTED.

83 (2) East Side Improvement Co., Inc.’s Petition for Administrative Review, filed in
Docket UW-250104 is DENIED.

84 (3) The Commission adopts Order 05, subject to the modifications described in
paragraph 16 of this Order and attached in Appendix A.

DATED at Lacey, Washington, and effective September 3, 2026. 

WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION 

BRIAN J. RYBARIK, Chair 

ANN E. RENDAHL, Commissioner 

MILTON H. DOUMIT, Commissioner 
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NOTICE TO PARTIES: This is a Commission final order. In addition to judicial 
review, administrative relief may be available through a petition for 
reconsideration, filed within 10 days of the service of this order pursuant to 
RCW 34.05.470 and WAC 480-07-850, or a petition for rehearing pursuant to 
RCW 81.04.200 and WAC 480-07-870.  
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