- BEFORE THE PUBLIC SERVICE COMMISSION OF UTAH -

Legacy Sweetwater, Inc.'s Request for a DOCKET NO. 25-2280-03
Rate Increase

ORDER APPROVING INTERIM RATES IN
PART

ISSUED: June 12, 2026

SYNOPSIS

The Public Service Commission (PSC) approves, in part, the request of Legacy
Sweetwater, Inc. for an interim rate increase, subject to refund or surcharge following
completion of its ongoing general rate case.

On March 26, 2026, Legacy Sweetwater, Inc. (LSI) filed its Application for a
General Rate Increase, Interim Rate Increase, and Approve New Tariff (“Application”).
On April 8, 2026, the Division of Public Utilities (DPU) filed a memorandum identifying
sixteen deficiencies in LSI’s Application (“Memorandum”). DPU recommended the PSC
require LSI to submit the missing items, as set forth in the spreadsheet referenced in
and attached to the Memorandum, within 30 days. On April 10, 2026, LSI submitted
additional information (“Supplemental Information”), as requested by DPU, to remedy
the deficiencies. On April 15, 2026, the PSC issued an order suspending the 240-day
period prescribed in Utah Code § 54-7-12(3)(a) until LSI's submission of sufficient
information to constitute a complete filing under Utah Code § 54-7-12(1)(b)(i) and
requesting DPU review LSI's Supplemental Information on or before April 20, 2026. On

April 20, 2026, DPU submitted comments affirming that the Supplemental Information
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constitutes a complete filing as defined in Utah Code § 54-7-12(1)(b)(i) and is
consistent with the relevant sections of Utah Admin. Code R746-700.

On May 7, 2026, DPU submitted comments recommending the PSC approve
LSI's proposed interim rates. DPU concluded the proposed interim rates are just and
reasonable based on its preliminary review of the rate increase, the Application, and
attached exhibits.

On May 27, 2026, the PSC held a rescheduled hearing to consider LSI's
requested interim rates. LSI and DPU appeared and offered testimony in support of
the proposed interim rates. One customer has submitted comments recommending
the rate increase be denied.! No other party appeared in opposition, and no party has
otherwise objected to the interim rates LSI requests.

l. THE INTERIM RATE REQUEST

LSl is a water corporation as defined in Utah Code § 54-2-1(40) with a
Certificate of Public Convenience and Necessity (CPCN) first issued on July 21, 1991.
LSl is located in Sanpete County, Utah, and currently serves 63 active connected
customers and 179 standby customers. LSI's last rate increase was effective

September 26, 2006,2 over 19 years ago. LSl states its current rates are inadequate to

! See Formal Complaint of Sam Ray against Legacy Sweetwater, Inc., Docket No. 25-2280-04. The
customer who submitted the comments in the present case is the same customer who initiated the
complaint in Docket No. 25-2280-04.

2 See In the Matter of the Legacy Sweetwater, Inc., Request for Rates, Rules and Regulations for Water
Service, Docket No. 06-2280-T01.
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cover its monthly operating expenses and are insufficient to support ongoing
operational expenses while awaiting the PSC'’s final order in the ongoing general rate
case. Due to pressing infrastructure requirements and the inability of existing rates to
cover current operations, LSI requests the approval of an interim rate increase to
sustain operations and maintain financial stability until a general rate increase is
implemented. The table below reflects LSI's current rates and the proposed interim

rates.

/1]
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Monthly Water Rates Current Rates Company
Requested Rates

Monthly Monthly

Base Rate per month $25.00 $345.50

Usage per 1,000 gallons per month

Tier 1 (1to 5,000) Included in base

Tier 2 (5,001 to 7,500) $5.00

Tier 3 (over 7,500) $7.00

Tier 1 (1 to 5,000) $2.00

Tier 2 (5,001 to 10,000) $4.00

Tier 3 (10,001 to 15,000) $8.00

Tier 4 (15,001 to 20,000) $16.00

Tier 5 (over 20,000) $32.00

Standby Fees per month $25.00 $104.00

Fees and Other Charges

Per Occurrence

Per Occurrence

Service connection hook-up $3,000.00 $3,900.00
Disconnect fees (Voluntary and Involuntary) $0 $120
Re-connect fee $0 $120
Ownership change fee $0 $50

Shut off notice fee $0 $150

Late fee on bills 30 or more days past due $0 $50 plus interest
Interest rate on bills past due by 30 days or 0.0% 1.5% (18% per
more (per month) annum)
Returned check fees $0 $50

Filing and releasing liens, per occurrence $0 $150
Unwarranted service call $0 $50

Charge for service call to repair customer- $0 Actual cost
owned infrastructure

Theft of service charge $0 $1,000
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I. COMMENTS

A. LS/ Comments.

LS| emphasizes that it has not had a rate increase since 2006 and current rates
are significantly below actual fixed costs. LSI's consultant explains that current rates
cover less than 10 percent of the current fixed costs and represents LSI's owners
have heavily subsidized it over the last several years. LSI's consultant represents that
a loan of $2.3 million is needed for essential infrastructure repairs, including
replacement of 48,000 linear feet of PVC pipe that is neither the correct material nor
buried at sufficient depth for year-round use. The consultant anticipates the loan to be
at four percent interest over 30 years resulting in an annual payment of $131,772. LSI
believes spreading out the costs over 30 years will result in less rate shock for
customers than a one-time special assessment, which LSI estimates would require
approximately $25,057 for each connected customer and $7,516 for each standby
customer.

LSI's consultant cautioned against the risks of not approving interim rates,
including the ongoing viability of LSI's operations and its ability to provide reliable and
safe water. Both LSI and its consultant acknowledged the significant magnitude of the
proposed increase but attest that a gradual increase is not feasible since that could
result in a delay to necessary repairs for several years that would compromise LSI's

ability to provide safe, reliable, and adequate service. LSl alleges it cannot secure the
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loan until it can demonstrate to the lender it has rates sufficient to make the loan
payments.

LSI's consultant provided support for the proposed rates, including proposed
adjusted expenses as part of LSI Exhibit 15. His calculations include a deduction from
rate base for Contributions in Aid of Construction (CIAC) in accordance with Utah
Admin. Code R746-330-6. The wells and springs are presumed to be donated by the
developer and are therefore classified as CIAC. Additionally, the consultant proposed
a CIAC offset to ensure LS| does not earn a return on assets funded by customers
through the proposed loan payments.

B. DPU Comments

DPU performed a preliminary review of the Application and represents that LSI
has satisfied the requirements of Utah Code § 54-7-12(4) for approval of interim
rates. DPU states that LS| has provided fully supporting information that explains and
justifies the need for an interim rate increase. DPU asserts that LSI's requested
interim rate increase is reasonable and more likely to reflect actual costs than the
current rates. DPU believes LS| has made an adequate showing that the existing rates
are inadequate and recommends the PSC approve the interim rate increase. DPU
clarifies that this preliminary review makes no final assessment regarding the
accuracy of the information LSI provided and notes that a more comprehensive

review will be completed through the general rate case process.
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C. Testimony at Hearing

LSI testified that it purchased the water system out of bankruptcy in the early
2000s and has not instituted a rate increase since approximately 2006. LS| explained
that the system contains roughly 4.5 miles of original PVC pipe buried less than a foot
deep because it was initially approved as a seasonal system but subsequently sold to
customers for year-round operation. Due to shallow burial depths and freezing
temperatures, the pipe has suffered cracks. These leaks are difficult to locate because
the local topography and subsurface bedrock dissipate pooling water that would
otherwise aid in detection.

LSI further testified that replacing the pipe is necessary owing to the
progressive frequency of line breaks and how long it took to locate the last leak. LSI
characterized the system as a “ticking time bomb” until the pipe is replaced and
represents conversations with the Utah Division of Drinking Water and the Rural
Water Association of Utah corroborate LSI's characterization.® LS| described
environmental challenges, noting that the development sits at an elevation exceeding
8,000 feet where heavy snowpack restricts the construction window to four or five
months per year, locks the facility gates, and renders winter meter reading and
infrastructure repairs functionally impossible. LSI testified that it would take two to

three years to complete the pipe replacement. LS| represents that repairing the

3 May 27, 2026, Hr'g Tr. at 9:39-46.
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failing pipe as needed, instead of wholesale replacement, is inadequate because LSI
would be unable to complete repairs during the winter months, potentially disrupting
service to customers.

LS| also addressed the ongoing boil water order, clarifying that while the Utah
Division of Drinking Water was willing to lift it based on clean test results, LS| elected
to maintain the order out of an abundance of caution due to illegal customer storage
tanks at two cabins connected to the system that lack proper backflow prevention
assemblies.

LSI testified that the parent company, iMoneyTools LLC, has subsidized
approximately $800,000 in operational losses over the past 36 months but will no
longer provide monetary subsidies, though it will volunteer its heavy machinery to
mitigate construction trenching costs. LSl clarified that it is not seeking to recoup
these past losses through the current rate case.

During the hearing, the presiding officer asked LSI about the source of terms
for the $2.3 million loan, and LS| answered that the four percent interest rate was a
projection based on terms other similar utilities have been able to secure. LS| testified
that it has not yet applied for a loan with a lender.

At hearing, LSI's consultant explained that he scrutinized every expense line
item to ensure accuracy and proper allocation, ultimately lowering the initially

calculated base rates by more than half to minimize customer rate shock. He testified
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that he considered a one-time special assessment of $25,057 for each connected
customer and about $7,500 for connected customers but determined that a rate
increase was more customer-friendly than a special assessment. He reiterated that
private water utilities lack the taxing authority of municipal systems and must rely
entirely on rates or special assessments to fund infrastructure.

The presiding officer asked if alternatives were considered to phase in the rate
adjustment over several years, instead of all at once, given the repairs themselves are
likely to take three years. The consultant responded that due to uncertain construction
financing timelines and the fact that a partial rate adjustment would only cover
operational shortfalls, LS| concluded that securing the full loan amount as proposed
was its only viable path forward. LSl also clarified that it considered alternatives, but
deemed the proposed up-front $2.3 million dollar loan was the best path forward in
lieu of consecutive rate case applications while risking more repairs on a failing
system.

Finally, DPU testified that its investigation and preliminary review indicated LSI
suffered substantial losses for 2024 and 2025 and is projected to do so in 2026. DPU
testified that it met with LSI to evaluate alternative strategies, including a smaller
incremental rate increase to soften the rate shock. However, DPU ultimately

determined that a smaller rate increase would only allow LS| to maintain the system



DOCKET NO. 25-2280-03

-10 -
in its current state without addressing the critical, long-deferred capital

improvements required for year-round service.

FINDINGS AND CONCLUSIONS

After a hearing, the PSC may allow an interim rate increase, subject to refund
or surcharge, provided the utility has presented evidence that “establish[es] an
adequate prima facie showing that the interim rate increase or decrease is justified.”
If the utility makes the required showing, the PSC may approve the increase “or a
reasonable part of the rate increase” subject to a refund or surcharge pending the
outcome of the general rate case.®

Based on our review of the Application, its supporting materials, and the
uncontroverted testimony at hearing, the PSC finds that LS| has made an adequate
prima facie showing to support its requested interim rates regarding its baseline
ongoing operational expenses and underlying accounting adjustments with one
exception. LS| presented insufficient evidence to support the cost associated with its
projected $2.3 million loan.

At the outset, the PSC recognizes the potential long-term structural and
economic value in repairing the entire distribution system at once rather than

executing piecemeal, emergency patches over time. We note, however, piecemeal

“ Utah Code Ann. § 54-7-12(4)(a)(iii).
*Id. at § 54-7-12(4(a)(ii).
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replacement is, to some degree, inevitable given that LS| testified the project will take
at least three years to complete as work can only occur in fair weather months.

While LS| offered evidence that the system requires substantial capital
improvements to reliably function as a year-round system, LS| presented scant
evidence to substantiate the cost of the required work or its financing. At hearing,
LSI's testimony indicated the cost of the project, based on bids it received at some
unspecified time, ranged from “3.2 ... up to $7 million.”¢ LS| testified it plans to seek a
loan for “only .. between 2.4 and 2.6 million” because LSI's parent company will
volunteer some trenching equipment and otherwise participate where able to
“alleviate some cost.”” LSI did not introduce any specifications, independent
engineering studies, initial bids, basic written project plan, or even a map illustrative
of the planned repairs. Beyond a generalized assertion that approximately 40,000
linear feet of original PVC pipe require replacement, the record lacks any description
of the work to be done or reasonably specific estimate of its cost.

Moreover, the record lacks any meaningful evidence demonstrating that
financing is available to LSI on the terms LS| presumes or the amount of revenue a
lender will deem satisfactory to extend such credit to LSI.

Before customers can be expected to absorb such a heavy financial burden, the

record must contain some evidence to identify with reasonable specificity and

¢ May 27, 2026, Hr'g Tr. at 4:37.
7|d. at 4:38-42.
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corroborate: (1) the projected cost of the project; and (2) the cost and availability of
financing. As mentioned, LS| has not yet formally approached any qualified lenders to
discuss terms of financing.

Accordingly, the PSC finds that LS| has failed to establish an adequate prima
facie showing that the proposed $2.3 million loan is justified for inclusion in rates at
this time. Therefore, the PSC declines to authorize the $2.3 million loan for inclusion
in interim rates.

Our findings here do not preclude LSI from demonstrating later in this
proceeding that some or all costs it seeks associated with the loan are recoverable in
revenue requirement. LS| will have ample opportunity to provide additional evidence
in this proceeding to that end, but it must provide more than hypothetical estimates
based on mere speculation.

Given the magnitude of the required infrastructure upgrades and the acute
financial shock to each connected and standby customer, the PSC encourages LSl to
thoroughly explore lower-cost public funding options, including subsidized low-
interest loans or infrastructure grants available through the Utah Drinking Water
Board's State Revolving Fund.

Additionally, though we deny no other costs for inclusion in interim rates, the

PSC believes several of LSI's year-over-year expense escalations warrant scrutiny
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during adjudication of final rates. The PSC directs DPU to audit and substantiate the

following adjustments during the proceeding:

e Escalated Legal Fees — LS| proposed a $20,000 upward adjustment to legal

fees, driving total requested legal expenses to $45,255 despite recording zero
legal spend in 2024. While testimony indicates these expenses stem from 2025
HOA disputes and corporate reorganization, and LS| suggested in the interim
rate hearing there could be legal expenses associated with rate cases, $45,255
may represent extraordinary, non-recurring events rather than a normalized
baseline. A thorough examination of these underlying legal billings is required
to determine a properly normalized baseline for final rates.

e Transportation Expenses — Historical travel expenses escalated from $4,692 in
2024 to $24,333 in 2025. Given that LSI's primary offices are located roughly 70
miles away from the water system, the requested amount may reflect an
unusually high frequency of annual round trips. Although personnel spent
significant time “chasing a leak” in 2025, an audit of these charges and available
mileage logs is recommended to evaluate whether a multi-year historical
average is necessary to smooth out anomalous spikes.

e General Operating and Administrative Expenses — Across multiple operational
categories, LSI's expenses exhibited large, unexplained increases between 2024

and 2025. Specifically, commercial rent tripled from $4,142 to $12,426, dues
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and subscriptions increased from $107 to $6,938, and general office expenses
rose from $292 to $1,421. Investigation into these items is necessary to verify
underlying lease terms, affiliate square-footage cost allocations, and
subscription documentation to ensure baseline costs are reasonable.

e Payroll and Affiliate Structures — LSl requests $120,000 for office and
administrative payroll, which represents a significant cost-per-customer
baseline for a small system with only 63 active connections. An audit of this
payroll allocation is recommended to guarantee that utility consumer rates are
not cross-subsidizing operations of the parent company, iMoneyTools LLC, and
that all allocated employee time is accurately supported by the record.

1. ORDER

The PSC approves LSI's request for interim rates in part as discussed above,
effective June 12, 2026, subject to refund or surcharge pending a final decision on the
Application. LSI shall submit a compliance filing that includes a revised LS| Exhibit 15,
excluding the $131,773 construction loan adjustment to the operation and
maintenance expenses, as set forth in this order, and a revised tariff compliance filing
matching the approved adjustments within 30 days of the date of this order.

DATED at Salt Lake City, Utah, June 12, 2026.

/s/ Michael J. Hammer
Presiding Officer
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Approved and Confirmed June 12, 2026, as the Order of the Public Service
Commission of Utah.

/s/ Jerry D. Fenn, Chair

/s/ David R. Clark, Commissioner

/s/ John S. Harvey, Ph.D., Commissioner

Attest:

/s/ Gary L. Widerburg
PSC Secretary

DW#345770

Notice of Opportunity for Agency Review or Rehearing

Pursuant to Utah Code Ann. §§ 63G-4-301 and 54-7-15, a party may seek
agency review or rehearing of this written order by filing a request for review or
rehearing with the PSC within 30 days after the issuance of the order. Responses to a
request for agency review or rehearing must be filed within 15 days of the filing of the
request for review or rehearing. If the PSC fails to grant a request for review or
rehearing within 30 days after the filing of a request for review or rehearing, it is
deemed denied. Judicial review of the PSC’s final agency action may be obtained by
filing a Petition for Review with the Utah Supreme Court within 30 days after final
agency action. Any Petition for Review must comply with the requirements of Utah
Code Ann. §§ 63G-4-401, 63G-4-403, and the Utah Rules of Appellate Procedure.
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CERTIFICATE OF SERVICE

| CERTIFY that on June 12, 2026, a true and correct copy of the foregoing was
served upon the following as indicated below:

By Email:

Christopher Bramhall (cbramhall@kmclaw.com)
Kirton McConkie
Counsel for Legacy Sweetwater, Inc.

Dave Anderson (dave@legacymountain.com)
Legacy Sweetwater, Inc.

Patricia Schmid (pschmid@agutah.gov)
Patrick Grecu (pgrecu@agutah.gov)
Assistant Utah Attorneys General

Madison Galt (mgalt@utah.gov)
Division of Public Utilities

/s/ Melissa R. Paschal
Lead Paralegal
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