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Subject: Staff Report on Investigation of Nunda Utility Company 

Capsule Summary 

en 
On June 27,2012, the Commission directed Staff to prepare a Staff Report=;~ 

-'-I r:y 
recommending that the Commission order an investigation of customer comtllaints rrr w 
about Nunda Utility Company ("Nunda"), pursuant to Section 8-102 of the Illinois Public 

Utilities Act ("Act"). Section 8-102 of the Act reads as follows: 

Audit or investigation. The Commission is authorized to conduct or order a 
management audit or investigation of any public utility or part thereof. The audit 
or investigation may examine the reasonableness, prudence, or efficiency of any 
aspect of the utility's operations, costs, management, decisions or functions that 
may affect the adequacy, safety, efficiency or reliability of utility service or the 
reasonableness or prudence of the costs underlying rates or charges for utility 
service. The Commission may conduct or order a management audit or 
investigation only when it has reasonable grounds to believe that the audit or 
investigation is necessary to assure that the utility is providing adequate, 
efficient, reliable, safe, and least-cost service and charging only just and 
reasonable rates therefor, or that the audit or investigation is likely to be cost
beneficial in enhancing the quality of service or the reasonableness of rates 
therefor. The Commission shall, before initiating any such audit or investigation, 
issue an order describing the grounds for the audit or investigation and the 
appropriate scope and nature of the audit or investigation. The scope and nature 
of any such audit or investigation shall be reasonably related to the grounds 
relied upon by the Commission in its order. 

Any audit or investigation authorized pursuant to this Section may be conducted 
by the Commission, or if the Commission is unable to adequately perform the 
audit or investigation, the Commission may arrange for it to be conducted by 
persons independent of the utility and selected by the Commission. The cost of 
an independent audit shall be borne initially by the utility, but shall be recovered 
as an expense through normal ratemaking procedures. Any audit or investigation 
shall be conducted in accordance with generally accepted auditing standards. 

Staff recommends the Commission issue the attached Order that presents the grounds 

for and the appropriate scope and nature of the investigation of Nunda. The Order also 

includes a recommended schedule for beginning and completing the investigation, 
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including Nunda's compliance with applicable law, rules and tariffs governing the 

provision of water service. 

Grounds for Investigation 

In 2011, following Staff's inspection of Nunda's water facilities in conjunction with a 

simplified rate case, the Water Department sent a letter to Nunda detailing deficiencies 

in meeting Commission regulatory requirements. (Attachment A) In March 2012, 

Nunda responded to Staff's letter indicating that it would comply with the Commission's 

regulatory requirements when funds become available. On June 28,2012, Nunda 

stated during a phone conversation with Staff that it has not corrected any of the 

deficiencies noted in the letter. The following deficiencies are grounds for initiating an 

investigation: 

1. Nunda does not maintain water meter records as required by 83 III. Adm. Code 

600.150. 

2. Nunda has not established a water meter installation program for all unmetered 

customers as required by 83 III. Adm. Code 600.260. 

3. Nunda does not replace inoperable water meters, read water meters, and bill 

customers based on actual water usage as required by 83 III. Adm. Codes 

600.260,600.310, and 280.80(a). 

4. Nunda does not inspect and test (or replace) each o/.i-inch water meter every 6 

years as required by 83 III. Adm. Code 600.340. 

5. Nunda has not established an annual valve and hydrant inspection and 

maintenance program as required by 83 III. Adm. Code 600.240. 

6. Nunda does not have an emergency power supply to insure continuous water 

service as required by 83 III. Adm. Code 600.230(a). 

7. Nunda does not provide security lighting at the well house as a security measure 

as required by Section 8-101 of the Act. 

8. Nunda is not a member of the State-Wide One-Call Notice System ("JULIE") as 

required by the Illinois Underground Utility Facilities Damage Prevention Act, 220 

ILCS 50/3. 
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9. Nunda does not maintain records of interruptions of water service as required by 

83 III. Adm. Code 600.220(c). 

10. During the comment period for the 2011 simplified rate case - March 31,2011 

through May 26, 2011 - the Commission's Consumer Services Division ("CSD") 

Staff recorded 29 comments wherein customers expressed dissatisfaction with 

the quality of service, including poor water quality, need to purchase drinking 

water, low water pressure, water service interruptions, frequent boil orders, lack 

of water meter reading, billing inaccuracy, and poor customer service (including, 

not being able to reach Nunda by phone). 

Scope and Nature of the Investigation 

As provided in Section 8-102 of the Act, Staff will "examine the reasonableness, 

prudence, or efficiency of any aspect of the utility's operations, costs, management, 

decisions or functions that may affect the adequacy, safety, efficiency or reliability of 

utility service or the reasonableness or prudence of the costs underlying rates or 

charges for utility service." Staff will focus on matters involving previous findings of non

compliance with the law, rules or tariffs and customer complaints regarding water and 

service quality. 

Background 

Nunda provides water service to 110 metered and 60 unmetered residential customers 

in the Boulevard Park Subdivision, located south of the Village of Island Lake in Nunda 

Township, McHenry County, Illinois. Groundwater from Nunda's two wells is treated 

with sodium hypochlorite (chlorine) for disinfection, hydrofluosilicic acid (fluoride) to 

prevent tooth decay, and polyphosphate to sequester iron. 

On February 25, 2011, Nunda filed an application for a proposed general increase in 

water rates through the Commission's simplified rate case procedures. 

On June 27, 2011, Water Department Staff conducted an inspection of Nunda's water 

facilities in conjunction with the simplified rate case. On September 16, 2011, the Water 
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Department sent Nunda a letter detailing its deficiencies in meeting Commission 

regulatory requirements found during the inspection of Nunda's water facilities. 

(Attachment A) The letter requested a response from Nunda within 30 days. After 

numerous Staff inquiries regarding a response, Nunda finally responded after six 

months - on March 26, 2012 - indicating that it would comply with the Commission's 

regulatory requirements when funds become available. 

On June 27,2012, the Commission approved a water rate increase. 

On June 28,2012, Nunda stated during a phone conversation with Staff that it has not 

corrected any of the deficiencies noted in the letter due to a lack of funds and 

resources. 

Consumer Complaints 

In 2010, CSD received 5 complaints from Nunda customers. Four complaints were 

service-related - water service interruptions, timeliness of service (reconnection) 

performed, and conduct of utility office personnel - and one complaint was billing

related. There were no water quality complaints reported by customers to CSD during 

2010. 

As a part of Staff's June 2011 inspection, Staff reviewed consumer complaints and 

comments received by CSD for the period March 31, 2011 through May 26,2011. The 

simplified rate case procedures require a 21-day comment period after a utility sends 

notice of the rate case to its customers. CSD typically allows for a longer comment 

period in order to give the customers ample time to comment on the rate increase. 

During this period, CSD Staff recorded 39 comments. In all 39 comments, customers 

expressed opposition to the proposed water rate increase. In 29 of those cases, 

customers also expressed dissatisfaction with the quality of service, including poor 

water quality, need to purchase drinking water, low water pressure, water service 

interruptions, frequent boil orders, lack of water meter reading, billing inaccuracy, and 

poor customer service (including, not being able to reach Nunda by phone). In one 

4 



case, the customer included a picture of a bathtub being filled with discolored water. 

(Attachment 8). 

After the simplified rate case comment period, CSD received 3 additional complaints 

from Nunda customers in 2011. All 3 complaints were billing-related. 

In 2012, CSD received 4 complaints from Nunda customers. One customer expressed 

opposition to the proposed water rate increase. One complaint included an allegation of 

water leaks within the water distribution system and the responsibility for road repairs. 

Two complaints were billing-related which included not being able to reach Nunda to 

resolve the customer's issue. 

Water Meters 

83 III. Adm. Code Section 600.150 Customer Meter Test Records: 

Each utility shall keep a record for each meter showing the make, size, 
style, number, and date of purchase of the meter. Such record shall also 
reflect at all times the results of the latest test conducted on the meter, the 
reason for the test, and the testing method used. 

During the 2011 inspection, Staff found that Nunda does not maintain any water meter 

records. Staff will review Nunda's compliance with the rule, and, if necessary, 

recommend the Commission order Nunda to create water meter records. Further, Staff 

will recommend that Nunda provide water meter records to the Manager of the 

Commission's Water Engineering Program to verify that records have been created. 

83 III. Adm. Code Section 600.260 Metered Service: 

All general water service fumished within the State of Illinois shall be by 
metered measurement, unless otherwise approved by the Commission. 

During the 2011 inspection, Staff determined that out of 170 customers in Nunda's 

water distribution system, service to 110 customers is metered with %-inch water 

meters, while 60 Nunda customers receive unmetered water service. Staff will review 

Nunda's compliance with the rule, and, if necessary, recommend the Commission order 

Nunda to develop a plan and schedule for a water meter installation program for all 
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unmetered customers. Further, Staff will recommend that Nunda provide water meter 

records to the Manager of the Commission's Water Engineering Program to verify that 

meters have been installed. 

83 III. Adm. Code Section 280.80(a) Estimated Bills, in part: 

All utilities shall make an actual meter reading at least every second billing 
period, and no utility may consecutively estimate a customer's service usage 

During an April 2012 public meeting held with the owners of Nunda, Staff listened to 

customer complaints about inoperable water meters, lack of water meter reading, and 

inaccurate bills based on estimated water usage. Staff will review Nunda's compliance 

with the rule, and, if necessary, recommend the Commission order Nunda to replace 

inoperable water meters, read water meters quarterly consistent with its billing cycle 

stated in its tariffs, and prepare customer bills based on actual water usage from the 

water meter readings. Further, Staff will recommend that Nunda provide water meter 

records to the Manager of the Commission's Water Engineering Program to verify that 

meters have been replaced, and that Nunda provide water bills to the Commission's 

CSD on a quarterly basis to verify that water meters are read quarterly and that 

customers are being billed based on actual water usage. 

83 III. Adm. Code Section 600.340 Frequency of Tests: 

Unless otherwise approved by the Commission, each service water meter 
shall be periodically inspected and tested in accordance with the following 
schedule, or as often as the results may warrant, to insure that the meter 
accuracy is maintained within the limits set out in Section 600.310: %-inch 
meter -- 6 years or for each 300,000 cubic feet registered 

During the 2011 inspection, Staff determined that Nunda does not inspect and test each 

%-inch water meter every 6 years. Staff will review Nunda's compliance with the rule, 

and, if necessary, recommend the Commission order Nunda to replace water meters 

according to an accelerated schedule approved by Staff, and, thereafter, periodically 

inspect and test (or replace) each %-inch water meter every 6 years. Further, Staff will 

recommend that Nunda provide water meter records to the Manager of the 
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Commission's Water Engineering Program after the meters are replaced and every 6 

years thereafter to verify that meters have been replaced. 

Valves and Hydrants 

83 III. Adm. Code Section 600.240 Inspection and Maintenance of Valves and 

Hydrants: 

Each utility shall establish a valve and hydrant inspection program. 
Valves and hydrants shall be kept in good operating condition and should 
be inspected at least annually. Valves and hydrants found to be 
inoperable shall be repaired or replaced. Valve covers shall be 
maintained at grade level and not paved over. Each inspection and all 
maintenance performed shall be properly noted on the valve or hydrant 
record card. 

There are 23 valves in Nunda's water distribution system. During the 2011 inspection, 

Staff learned that the valves are not inspected and exercised annually. Staff will review 

Nunda's compliance with the rule, and, if necessary, recommend the Commission order 

Nunda to establish an annual valve inspection and maintenance program. Further, Staff 

will recommend that Nunda provide records of valve exercises to the Manager of the 

Commission's Water Engineering Program on an annual basis to verify that the program 

has been established and that valves are being exercised annually. 

There are 22 hydrants in Nunda's water distribution system. Nunda indicated during 

Staff's June 2011 inspection that hydrants are inspected and flushed when informed by 

customers of rusty water, or at least every two years. Staff will review Nunda's 

compliance with the rule, and, if necessary, recommend the Commission order Nunda 

to establish a quarterly hydrant inspection and maintenance program. A quarterly 

hydrant flushing program will remove discolored water from the water distribution 

system and improve water quality. Staff recommends quarterly flushing as opposed to 

annual flushing as required by rule' because experience has shown that quarterly 

flushing is more effective than annual flushing at maintaining colorless water of good 

1 The rule requires annual inspection and maintenance. The Commission has always interpreted annual 
maintenance as flushing. 
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quality in very small water distribution systems. Further, Staff will recommend that 

Nunda provide records of hydrant flushes to the Manager of the Commission's Water 

Engineering Program on a quarterly basis to verify that the program has been 

established and that hydrants are being flushed quarterly. 

Emergency Power 

83 III. Adm. Code Section 600.230(a) Adequacy of Service: 

Each utility shall furnish and maintain sufficient facilities to provide a 
continuous and adequate supply of water at reasonable pressure. Unless 
other acceptable provisions are made to insure continuous service, the 
utility should be able to meet the maximum daily demand with its largest 
well and/or pump out of service. 

Nunda has an emergency interconnect agreement with the Village of Island Lake water 

system in case of loss of water supply for an extended period of time. During the 2011 

inspection, however, Staff learned that Nunda does not have an emergency power 

supply which will allow the water system to maintain water pressure during a brief power 

outage. Staff will review Nunda's compliance with the rule, and, if necessary, 

recommend the Commission order Nunda to install an emergency generator to ensure 

continuous water service. Further, Staff will recommend that Nunda provide an invoice 

or picture of the emergency generator to the Manager of the Commission's Water 

Engineering Program to verify that the generator has been installed. 

Security 

Public Utilities Act Section 8-101. Duties of Public Utilities, in part: 

A public utility shall furnish, provide, and maintain such service 
instrumentalities, equipment, and facilities as shall promote the safety, 
health, comfort, and convenience of its patrons, employees, and public 
and as shall be in all respects adequate, efficient, just, and reasonable. 

During the 2011 inspection, Staff found Nunda's well house locked, but noted no 

security lighting or other security measures. Staff will examine Nunda's security 

measures, and, if necessary, recommend the Commission order Nunda to install 

security lighting at the well house as an additional security measure to prevent intrusion 
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and vandalism. Further, Staff will recommend that Nunda provide a picture of the well 

house to the Manager of the Commission's Water Engineering Program to verify that 

security lighting has been installed. 

State-Wide One-Call Notice System ("JULIE") Membership 

Illinois utilities are required to be a member of JULIE, but Nunda is not. Separately from 

this investigation, the Manager of the Commission's Illinois One-Call Enforcement 

Program will pursue this matter with Nunda to ensure the utility's compliance with the 

Illinois Underground Utility Facilities Damage Prevention Act (220 ILCS 50/3). 

Water Pressure 

83 III. Adm. Code Section 600.230(b) Adequacy of Service: 

An average pressure of at least 35 pounds per square inch ("psi") is 
recommended at the customer's service connection. Under normal 
operating conditions, pressure below 20 psi at the customer's service 
connection will not be considered reasonable. 

During the June 2011 inspection, Staff observed Nunda's water distribution system 

operating at a pressure of 35 psi. Staff will re-check the pressure gauge at the water 

treatment plant to verify that the water pressure is at least 35 psi entering the water 

distribution system. 

There are approximately 656 feet of 2-inch, 2,713 feet of 4-inch, and 17,511 feet of 6-

inch in diameter water mains in Nunda's water distribution system. The 2-inch water 

mains are galvanized material and are of inadequate size which could cause low water 

pressure problems and should be replaced. However, Staff does not recommend 

replacement of the under-sized water mains because it is not cost-effective for a small 

utility such as Nunda to spread such a large cost over a customer base of only 170 

customers. 

Water Service Interruptions 

83 III. Adm. Code Section 600.220(c) Interruptions of Service: 
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Each utility shall keep a record of all interruptions affecting service to the 
entire system and to any major portion of the distribution system. This 
record shall show the date, time of day, duration, extent and cause of the 
interruption. 

During the 2011 inspection, Staff learned that Nunda does not maintain records of water 

service interruptions. Staff will review Nunda's compliance with the rule, and, if 

necessary, recommend the Commission order Nunda to begin maintaining records of 

interruptions of water service. Further, Staff will recommend that Nunda provide 

records of water service interruptions to the Manager of the Commission's Water 

Engineering Program to verify that records are being maintained. 

Water Quality 

83 III. Adm. Code Section 600.210 Quality of Service: 

Each utility shall furnish a safe water supply suitable for drinking and free 
of any hazards to health in adequate quantities to meet the needs of its 
customers. The water should be free from objectionable odor and taste 
and should be colorless. It shall conform to the standards for drinking 
water as established by the State of Illinois, Environmental Protection 
Agency or any successor agency or organization. 

A quarterly hydrant flushing program, referred to above, should help to address water 

quality issues. Additionally, Staff has contacted the Illinois Environmental Protection 

Agency ("Illinois EPA") and a joint inspection is planned to support the assessment of 

Nunda's water quality and its compliance with the rule. 

Nunda is a Public Water Supply regulated by the Illinois EPA and it is responsible for 

compliance with Illinois EPA rules such as those addressing: 

• Water quality. 

• Construction, modification or extension of water supply, treatment, and 

distribution facilities. 

• Groundwater source protection. 

• Drinking water production, treatment, and distribution. 
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• Periodic self-monitoring, including the use of a certified laboratory to 

analyze for the presence of microorganisms and chemicals in the finished 

drinking water. 

• Operational reporting to the Illinois EPA demonstrating performance of 

required sampling and testing. 

• Reporting to the public (Consumer Confidence Reports). 

• Timely and appropriate response to violations. 

• Cross-connection control programs. 

The latest Illinois EPA water inspection report indicates that Nunda's water quality 

meets all applicable primary Illinois EPA drinking water standards and that there were 

no drinking water standard violations. The Illinois EPA Drinking Water Watch website 

(http://www.epa.state.il.us/water/drinking-water-watch/index.html) shows that Nunda's 

water samples met all applicable primary Illinois EPA drinking water standards in 2011 

and 2012 and that there were no drinking water standard violations. 

Staff will conduct a joint inspection with the Illinois EPA to investigate Nunda's water 

quality. The Illinois EPA will take one or more water samples during the inspection and 

Staff will provide the sample to a certified laboratory for analysis. 

Investigation and Compliance Schedule 

Staff recommends the Commission allow 60 days for the following steps: 

• Staff follow-up with Nunda on all matters found to be non-compliant with 

the law, rules and tariffs. 

• CSD Staff follow-up with customers regarding water and service quality 

complaints. 

• Coordination with the Illinois EPA on a joint inspection to investigate 

Nunda's water quality. 

• Staff direction to help Nunda prioritize activities and achieve compliance 

with the law, rules and tariffs. 
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• Presentation of a final report and compliance schedule to the Commission 

for review and approval. 

Staff will provide periodic reports to keep Commissioners informed of the investigation's 

status. 

Recommendations 

On June 27, 2012, the Commission directed Staff to prepare a Staff Report 

recommending that the Commission order an investigation of customer complaints 

about Nunda, pursuant to Section 8-102 of the Act. In addition to customer complaints, 

Staff recommends the investigation include a follow-up of non-compliant matters 

identified in the 2011 inspection. Staff recommends the Commission issue the attached 

Order that presents the grounds for and the appropriate scope and nature of the 

investigation of Nunda. 

Prepared by: 

William D. Marr 
Manager, Water Engineering Program 
Safety & Reliability Division 

Approved by: 

~;;r:S'~ 
Harry Stoller 
Director, Safety & Reliability Division 

Cc: Jeff Peca, Illinois EPA 
Dave McMillan, Field Operations Section Manager, Illinois EPA 
John J. Kim, Interim Director, Illinois EPA 
Tom Smith, Water Engineering Program 
Bill Riley, Manager, Illinois One-Call Enforcement Program 
Jim Agnew, CSD 
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Joan Howard, CSD 
Peter Muntaner, Director, CSD 
Randy Nehrt, Bureau Chief, Bureau of External Affairs 
Gene Beyer, Bureau Chief, Bureau of Public Utilities 
Conrad Rubinkowski, Office of General Counsel 
Jonathan Feipel, Executive Director 
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