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Now come Apple Canyon Utility Company (“Apple Canyon”) and Lake Wildwood Utilities 

Corporation (“Lake Wildwood”) (collectively, the “Companies”), by their attorneys, and 

herewith submit their brief on exceptions to the Administrative Law Judge’s Proposed Order 

(“Proposed Order”) in the above-caption consolidated dockets.  

 

I. INTRODUCTION -- 

 

  In general, the Proposed Order fairly and accurately describes the facts and contentions 

made in the briefs submitted Companies and Staff in this proceeding.  The Proposed Order 

reflects that Commission Staff and the Companies have reached agreement on all issues except 

for Staff’s proposed adjustment to Operation and Maintenance (“O&M”) expenses to reduce the 

recovery of costs incurred by the Companies during the 2008 historical test year.  The 

Companies take exception to the Proposed Order only with respect to the acceptance of Staff’s 

proposal to use the historical average of O&M expenses going back to 2004.  Rather than using 

the actual expense level from the 2008 test year, Staff proposed to use the significantly lower 

average of these costs for the years 2004 to 2008, even though these annual costs have 
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consistently and steadily increased from 2004, and the known and measurable actual 2009 costs 

confirm that the 2008 test year levels are more representative of costs the Companies will 

experience when the new rates become effective in September 2010.  If the Commission uses an 

average, it should include the 2009 costs and exclude the 2004 costs.  The Companies 

recommend that if an average is used, only the years 2007, 2008 and 2009, should be included.  

In the alternative, if five years are used, the years 2005 through 2009 should be included, and 

2004 should be excluded.  

 

II. EXCEPTIONS --  
 

  1. Section B.1.f of the Proposed Order, at page 17, should be deleted and the 

replacement language for one of the following alternatives should be substituted in place of the 

deleted paragraph: 

  f) Commission Analysis and Conclusions  
 

[ALTERNATIVE FOR 3 YEAR AVERAGE 2007-2009] 
 

 In our view, and after our analysis, we agree with the Companies’ 
position that Staff’s O&M expense adjustment, based on an average that 
includes outdated data from so long ago as 2004, does not reasonably 
reflect the costs the Companies will face during the period beginning in 
September 2010 when the rates set in this proceeding will be in effect.  
The Companies correctly note that the reduction to the level of the 
average for 2004 to 2008 that Staff speculates will occur in the future is 
known not to have occurred, since the actual 2009 expenses exceeded 
the Staff’s average and were more in line with the expenses incurred 
during the 2008 test year.  Staff has not sufficiently justified the exclusion 
of the 2009 from its average, particularly since Staff has relied on 2009 
data to support other adjustments.  The Commission for purposes of this 
proceeding finds that the average of these expenses for the years 2007 to 
2009 should be reflected in the Companies’ operating expenses. 
 

[ALTERNATIVE FOR 5 YEAR AVERAGE 2005-2009] 
 
 In our view, and after our analysis, we agree with the Companies’ 
position that Staff’s O&M expense adjustment, based on an average that 
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includes outdated data from so long ago as 2004, does not reasonably 
reflect the costs the Companies will face during the period beginning in 
September 2010 when the rates set in this proceeding will be in effect.  
The Companies correctly note that the reduction to the level of the 
average for 2004 to 2008 that Staff speculates will occur in the future is 
known not to have occurred since the actual 2009 expenses exceeded the 
Staff’s average and were more in line with the expenses incurred during 
the 2008 test year.  Staff has not sufficiently justified the exclusion of the 
2009 from its average, particularly since Staff has relied on 2009 data to 
support other adjustments.  The Commission for purposes of this 
proceeding finds that the average of these expenses for the years 2005 to 
2009 should be reflected in the Companies’ operating expenses. 
 

 ARGUMENT.  For the reasons fully set forth in their Initial Brief, the Companies 

believe the Proposed Order should have accepted the 2008 test year amount, or the 2009 known 

and measurable amount, as the appropriate level of recoverable expense for O & M.  However, if 

a compromise position of averaging is adopted, the Commission should reject Staff’s proposed 

use of outdated 2004 data, which ignores the actual 2009 data.  Staff’s exclusion of more current 

actual 2009 data in favor of use of older expense data going back to 2004 is inconsistent with the 

order recently entered in Central Illinois Light Company d/b/a AmerenCILCO, etc., Ill.C.C. 

Consol. Doc. 09-0306 through 09-0311 (April 29, 2010).  In that case, the utilities used a 2008 

test year.  The Commission declined to accept a Staff proposal that excluded the actual 2009 data 

from the average used to determine certain maintenance expenses.  Moreover, even Staff’s 

proposal in that case did not use older data from prior to calendar year 2006.      

 2. In accordance with the Exception 1 above, the operating income statements for 

the Companies, shown on pages 22 and 23 of the Proposed Order, should be modified by 

deleting the amounts  for Maintenance Expenses and General Expenses based upon Staff’s 

proposed adjustment.  As shown below, those amounts should be replaced by the amounts for 

either the alternative for the 3 year average 2007-2009 or the alternative for the 5 year average 

2005-2009.  The corresponding revenue needed to recover the increased expense levels 
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associated with either alternative will have an effect on uncollectible expense and income related 

to cash working capital.  

  Apple Canyon Utility Company 

 Per Proposed 5 year average 3 year average 

  Order 2005-2009 2007-2009 

    

Water Service Revenues $  447,889 $ 490,446 $  558,024 

Miscellaneous Revenues 11,158 11,158 11,158 

Total Operating Revenues 459,057 501,604 569,182 

    

Maintenance Expenses 89,487  109,237  140,601  

General Expenses 138,955  159,512  192,157  

        
Total Operating Expenses 
       Before Income Taxes $  398,052 $  418,898  $  485,635  

        
 

  Lake Wildwood Utility Corporation 
 

 Per Proposed 5 year average 3 year average 

  Order 2005-2009 2007-2009 

    

Water Service Revenues $  303,345 $ 325,039 $  358,008 

Miscellaneous Revenues 5,616 5,616 5,616 

Total Operating Revenues 308,961 330,655 363,624 

    

Maintenance Expenses  64,016  75,771   91,151  

General Expenses 75,432   87,665   103,672  
        
Total Operating Expense 

       Before Income Taxes  $ 227,156   $ 251,820  $  284,235  
       

 

 3. Consistent with the changes in Exception 2 above, Section VII, Paragraph (9) of 

the Findings and Order Paragraphs on page 32 of the Proposed Order should be modified as 

follows: 






