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STATE OF ILLINOIS 
ILLINOIS COMMERCE COMMISSION 

 
 
APPLE CANYON UTILITY COMPANY,  § 
        § Docket No. 12-0603 
Proposed general increase      § 
In water rates.      § 
 
CONSOLIDATED WITH 
 
LAKE WILDWOOD UTILITIES CORPORATION, § 
        § Docket No. 12-0604 
Proposed general increase      § 
in water rates.      § 
 
 
 

JOINT INITIAL HEARINGS BRIEF FOR 
LAKE WILDWOOD ASSOCIATION AND 

APPLE CANYON LAKE PROPERTY OWNERS’ ASSOCIATION 
 
 

I. This Rate Request Would Be the Second Significant Increase in Three Years. 

 These consolidated dockets represent the second request in three years by Lake 

Wildwood Utilities Corporation (LWUC) and Apple Canyon Utility Company (ACUC) 

(collectively, “Companies”) to significantly increase the water rates for two small rural 

communities, each of which surrounds a recreational lake. 

 The homeowners associations at both Lake Wildwood—Lake Wildwood Association, 

Inc. (LWA)—and at Apple Canyon—Apple Canyon Lake Property Owners’ Association 

(ACLPOA)—intervened in these consolidated dockets to object to the increases.  LWA 

presented testimony by the association’s general manager Joan Boyer and two residents, Randy 

Hart and Sue McGrath.   ACLPOA presented testimony by the association’s general manager 

Paula Lange.  
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II. The Lake Wildwood Request Would Increase Rates an Additional and 
Unacceptable 55 Percent. 

LWUC’s requested water rate increase of 55 percent coming on the heels of a significant 

water rate increase less than three years ago, is not understood, affordable, or acceptable by the 

customers it would affect.  Equity requires that rates be “based on public understandability of the 

reasonableness of the rate structure and level” and that the rates “are affordable and therefore 

preserve the availability of such services to all citizens.”  220 ILCS 5/1-102(d)(ii) and (viii).   

LWUC serves about 1,402 water customers in the Lake Wildwood community near Varna, 

Illinois.  LWUC Ex. 1.0.  However, the term “water customers” is not accurate because there are 

only 495 homes that actually receive water.  LWA Ex. 1.0, Boyer Direct at 3/28-30.  All of the 

495 homes are on septic systems.  LWA Ex. 1.0, Boyer Direct at 3/39.  The remaining 1,000 

customers actually are vacant lots, which are charged an “availability charge” even though they 

do not receive any water or have any water hook-up on the lot.  In 2009, LWUC had requested 

an increase in Docket No. 09-0549 of 275 percent.  LWA Ex. 1.0, Boyer Direct at 4/47-48.  In 

September 2010, the Illinois Commerce Commission (“ICC” or “Commission”) granted LWUC 

an overall rate increase of about 55 percent, but it impacted only the active, not availability, 

customers. Id. at 3/45-4/47.  This meant that the active customers’ bills increased more than 100 

percent.  Id.  In the instant case, initiated just over two years since the last rate increase, LWUC 

filed for another 55 percent increase for both active customers and availability customers.  For 

active customers using the company-provided average usage of 1,956 gallons per month, their 

monthly water bills would increase to $55.71 from $36.01.  For availability customers, the 

monthly charge would increase to $11.56 from $7.47.  LWA Ex. 1.0, Boyer Direct at 4/51-54. 

 The customers impacted by LWUC’s proposed increase have adamantly stated their lack 

of understanding of and opposition to this increase.  Ms. Boyer has testified on behalf of LWA, 
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as have two LWA residents.  LWA Exs. 1.0, 2.0, and 3.0.  Other residents have expressed their 

frustration and outrage at LWUC’s proposed increase during a public forum conducted by the 

Commission on March 21, 2013, in Varna, Illinois.  Still other residents have voiced their 

concern about this case through sixty (60) comments on the Commission’s website mechanism 

established for this purpose.  The Commission is required to consider these public comments so 

that the Commission can “fairly determine the proper weight to place on the comments and the 

extent to which the comments show a substantial public outcry against the rates.”  Apple Canyon 

Lakes Property Owners’ Association et al v. Illinois Commerce Commission et al, 2013 IL App 

(3d) 100832 ¶50.   

 Many LWA residents have been negatively impacted by the 2010 wate rate increase 

granted to LWUC, and they fear that they cannot absorb yet another increase.  LWA General 

Manager Ms. Boyer explained that of the Lake Wildwood community’s 495 homes, about half 

are occupied year around.  The community has both retirees on fixed incomes and working 

families with children, with the majority of permanent residents on fixed incomes.  LWA Ex. 

1.0, Boyer Direct at 3/25-31.  LWA resident Mr. Hart testified that his family budget “is under 

stress and the huge increase requested by Lake Wildwood Utilities will be difficult to absorb.”  

LWA Ex. 3.0, Hart Direct at 3/34-35.  Ms. McGrath, a retired school teacher, noted that as a 

result of the 2010 rate case, her monthly water bill nearly doubled, which caused her to cut back 

on her water usage.  LWA Ex. 2.0, McGrath Direct at 1/11-17.  Now she will “need to find ways 

to cut other living expenses to pay the higher bill.”  Id. at 2/33. 

 This sentiment runs throughout the comments on the Commission’s website.  One 

woman wrote on February 15, 2013: 

As a disabled widow on a fixed income, I have taken the following steps to reduce 
my water usage:  1. No longer seperating [sic] laundry as to lights and darks when 
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washing clothes.  2. Flushing my toilet less often to avoid refilling the tank 
frequently.  3.  Limiting the length of time I shower.  I do not take baths and I 
have taken to showering every other day.  4.  I have stopped watering my lawn.  
5. Power washing the exterior of my light colored home is out of the question. 
 

Another senior citizen noted on February 11, 2013, “These rate hikes are horrible on us seniors.”  

One January 3 comment stated, “Their proposed rate increase of 54% is extreme considering 

there have been no improvements to their system since I’ve built a home there in 2003.”  

Another person explained on January 5, “Our water bill doubled with their request in 2010, now 

they want another 54%. . . our fixed income can’t handle these kind of increases.”  Yet another 

commented, “Two years ago our rates doubled to $50 a month for water only.  Now Wildwood is 

asking to raise the rate again.  Meanwhile we are on a fixed income (social security), which does 

not allow us to keep up financially with the increases.”  March 7, 2013 comment.  A resident at 

the public forum commented, “It’s unacceptable and it’s criminal.  We were here three years ago 

and we should not be expected, we should not be responsible, to have to come up here every 

three or four years fighting for reasonable rates,” Forum Tr. at 25.  These are but a few of the 

dozens of comments voicing panic and outrage at the proposed rate increase.  As is clearly 

evident from these sample comments and testimony, LWUC ratepayers do not comprehend, 

cannot afford, and do not accept LWUC’s proposed increase. 

 In addition to finding this second proposed increase unacceptable financially, LWUC 

ratepayers are frustrated by LWUC’s poor water quality and service, which have not improved 

since the 2010 water rate increase.  Ms. Boyer, the LWA general manager, testified, “Most home 

owners use bottled water and complain that the water is cloudy and often has a foul odor.”  LWA 

Ex. 1.0, Boyer Direct at 5/75-77.  She further notes that LWUC’s water pressure drops 

drastically during the summer.  Id.  Ms. McGrath also testified that the water pressure at her 
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home is very low.  “On some weekends, the water coming out of my faucet is pencil thin.”  Id. at 

2/25-26.  Moreover, the water quality is poor with a lot of sedimentation and hardness.  Id. 

 Many LWUC ratepayers who attended the public forum and commented on the 

Commission website echoed this testimony, referring to the problems with low pressure, odors, 

sedimentation, bad taste, and lack of responsiveness to complaints.  One forum participant 

commented that the “pressure drops to where there is nothing,” Forum Tr. at 24.  Another stated, 

“We have very hard water here, and I know we’ve spent a lot of money on our dishwasher, 

having to have that repaired, because we’ve had it actually freeze up because of the solid build-

up in it,” Forum Tr. at 44.  A commenter on the Commission website lamented on March 19, 

2013, “Water quality is Poor/Foggy.”  Yet another stated, “Water is filmy almost like an oil spill.  

When you fill the bathtub it looks terrible and sometimes has an oder [sic] to it.”  March 12, 

2013 website comment.  LWA residents complain that the quality has not improved since the last 

rate increase.  “Water quality continues to be bad.  The taste, the amount of ‘floating stuff’ is 

surprisingly high, the fact that dogs and individuals who are not accustomed to this water get 

indigestion problems,” Jan. 8, 2013 website comment.  This poor quality makes the water 

unusable for consumption.  One person explained, “We do not drink the water.  We do not give 

our pets the water.  We do not make ice cubes with the water.  We do not make coffee with this 

water,” Forum Tr. at 49.   

 LWA residents cannot understand how LWUC received an overall 55 percent water rate 

increase less than three years ago, yet it continues to provide water of very poor quality.  And 

now LWUC wants to increase water rates another 55 percent.  The affected ratepayers cannot 

accept this increase. 
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III. Apple Canyon’s Rates Would Increase Rates an Additional 28 Percent. 

 ACUC serves customers around Apple Canyon Lake in Jo Daviess County.  The Apple 

Canyon Lake development has 2,743 lots, on which there are about 900 homes.  ACLPOA Ex. 

1.0, Lange Direct at 2/28-36.  As with LWUC, ACUC charges an “availability charge” for the 

vacant lots.  In September 2010, the ICC granted ACUC an increase of 66 percent.  Docket No. 

09-0548.  In this docket, ACUC filed to increase the active usage customer using 1,773 gallons 

bill to $37.08 from $28.84.  The availability charge would increase to $8.43 from $6.56 per 

month.  ACUC’s requested increase, coming just over two years since a 66 percent increase, is 

unacceptable. 

IV. All Revenue Requirement Issues Have Not Yet Been Adequately Addressed. 

 The associations sponsored, jointly with the Illinois Attorney General, testimony by 

Donna Ramas.  After filing her direct testimony, both ACUC and LWUC agreed to several of 

Ms. Ramas’ proposed adjustments as well adjustments proposed by the ICC Staff.1  The issues 

raised by Ms. Ramas in her testimony and accepted by ACUC are: 

Adjustment Rate Base Reduction Reduction to Expense 

Remove inventory 
reclassification adjustment 
from plant in service 

$2,886 $101 

Reduction to vehicle 
depreciation expense 

 $852 
 

Reduction to 401k expense  $2,735 
Remove costs from excessive 
unaccounted for water 

 $11,196 

Source: AG/ACLPOA/LWA Joint Ex. 2.0, Ramas Rebuttal at 22. 
 

                                                 
1 The associations are addressing here only the issues raised by Ms. Ramas.  This should not be interpreted to mean 
that they disagree with other reductions requested by ICC Staff, some of which have been accepted by ACUC and 
LWUC. 
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The issues raised by Ms. Ramas in her testimony and accepted by LWUC are: 

Adjustment Rate Base Reduction Reduction to Expense 
 

Remove inventory 
reclassification adjustment 
from plant in service 

$812 $28 

Remove storage tanks not in 
service 

$2,799 $221 

Reduction to vehicle 
depreciation expense 

 $541 

Reduction to 401k expense  $2,743 
Remove costs from excessive 
unaccounted for water 

 $1,869 

Source: AG/ACLPOA/LWA Joint Ex. 2.0, Ramas Rebuttal at 22. 

 As a result, the remaining contested for both utilities are: 

• Removal of area boundary survey from plant in service. 

• Removal of non-recurring appeal costs. 

ACLPOA also recommends that the leak survey costs be removed from plant in service.  In 

addition, the Companies’ late-proposed pro forma additions to rate base should be rejected. 

A. The costs for service area boundary surveys should be removed from plant in 
service. 

 Both ACUC and LWUC include in their “plant in service” surveys described as “service 

area boundaries.”  ACUC conducted a survey to update its certificated area and to annex a new 

fire station.  AG/ACLPOA/LWA Joint Ex. 1.0, Ramas Direct at 9.  Ms. Ramas objected to the 

treatment of the survey costs, arguing that “the costs should have been booked as expense in the 

period incurred and not capitalized as part of plant in service.”  Id.  The surveys were not 

associated with a particular capital project and, as a result, the costs should have been expensed 

in the year in which the survey occurred, not capitalized as part of plant in service.  The ICC 

Staff agreed with Ms. Ramas and recommends removing the boundary survey costs from plant in 
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service.  ICC Ex. 8.0, Ebrey Rebuttal at 4-5, and Schedule 8.02.  For ACUC, this reduction to 

rate base would be $1,836 and an $85 reduction to test year expense.  For LWUC, this reduction 

to rate base would be $2,546 and $119 reduction to test year expense.   

B. Costs associated with the Companies’ unsuccessful appeal should not be 
recovered from ratepayers. 

 The Companies included as part of test year expenses their legal costs associated with 

their unsuccessful cross-appeal of the prior rate case.  In Apple Canyon Lakes Property Owners’ 

Association et al v. Illinois Commerce Commission et al, 2013 IL App (3d) 100832, the 

associations appealed the Commission’s striking of the public comments from their briefs and 

the Commission’s failure to consider the comments as required by the Public Utilities Act.  The 

Companies filed a cross-appeal on some of their revenue requirements issues.  The appellate 

court found in favor of the associations and reversed the Commission.  The court denied the 

Companies’ cross-appeal.   

 The costs associated with the Companies’ cross-appeal are non-recurring and should be 

removed.  AG/ACLPOA/LWA Joint Ex. 2.0, Ramas Rebuttal at 19.  An appeal of a rate case is 

not a recurring annual expense of the utilities, so it is inappropriate to include the expense in the 

test year as if there would be a rate case appeal as a normal function of a utility’s doing business.   

 ICC Staff witness Richard Bridal concurs with Ms. Ramas that “these costs should not be 

recovered.”  ICC Staff Ex. 9.0, Bridal Rebuttal at 7.  Mr. Bridal noted that forcing ratepayers to 

compensate the Companies for appellate court actions “would give utilities an incentive to incur 

costs for appeals of Commission decisions during test years of future rate proceedings without 

regard to the costs for such actions because the utilities would be allowed recovery of such costs 

from ratepayers, while the Company’s shareholders provide no funding of the appeals. . . .  If 

appeals costs are allowed to be recovered from ratepayers, then utilities will have no reason to 
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weigh those costs and benefits with the likelihood of success of the appeal.  This could 

presumably result in an appeal for every Commission decision with which utilities disagree.”  Id. 

at 6-7. 

 Therefore, it is appropriate for the Commission to remove the costs associated with 

ACUC’s and LWUC’s cross-appeal of Docket Nos. 09-0548 and 09-0549. 

C. The costs for a leak survey should be excluded from plant in service. 

 ACUC has requested that costs associated with a leak survey be capitalized and treated as 

plant in service rather than as an expense.  Both Ms. Ramas and the ICC Staff oppose 

capitalizing the costs.  Ms. Ramas recommends reducing rate base by $11,551 and expenses by 

$421 to remove this item from plant in service.  ICC Staff Witness Theresa Ebrey agrees.  ICC 

Ex. 8.0, Ebrey Rebuttal at 4-5, and Schedule 8.02.  The leak survey in question was a general 

survey for leaks.  AG/ACLPOA/LWA Joint Ex. 1.0, Ramas Direct at 7.  A leak survey is not a 

capital project, Id.; therefore, the costs associated with the survey should not be capitalized.  As 

Ms. Ramas testified, The leak survey costs are associated with a seven-day survey to find leaks 

in the Apple Canyon system.  “While the Company contends that the survey did result in leaks 

being found and repaired, the survey itself was not directed to a specific capital project.  The 

seven-day survey conducted by M.E. Simpson Company is an operating cost that should have 

been expensed when incurred.”  AG/ACLPOA/LWA Joint Ex. 2.0, Ramas Rebuttal at 13. 

 Because the leak detection survey was not associated with a capital project, the 

appropriate treatment is to expense the cost at the time the survey was made, not add the cost to 

plant in service. 
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V. The Companies’ Late Pro Form Additions to Rate Base Should Be Rejected. 

 In their rebuttal testimony, the Companies attempted to “update” their original filings by 

adding three new items to plant in service.  For ACUC, the company proposed a $25,000 pump 

at Well #1 and $90,000 for painting the storage tank.  For LWUC, the company proposed an 

$80,000 addition to the Lake Wildwood Treatment plant building for new piping and equipment 

modifications.  These plant additions should be rejected. 

 In order for the Commission to consider pro forma adjustments to a test year, the amounts 

should be known and measurable.  83 Ill. Admin. Code 287.40.  Moreover, the adjustments must 

“be individually identified and supported in the direct testimony of the utility.”  Id.  Here, neither 

ACUC nor LWUC identified the pro forma adjustments in their direct testimony, nor are the 

proposed additional costs known and measurable. 

 For ACUC’s well, the company did not identify the project until the day before its 

rebuttal testimony was due.  At that time, it provided two separate bids, but it had not issued a 

contract, let alone performed the work.  AG/ACLPOA/LWA Joint Ex. 2.0, Ramas Rebuttal at 7.  

Given the late identification of the project and its uncertainty as to costs and even 

implementation, the proposed $25,000 addition to rate based for the well pump should be 

rejected.   

 In addition, the Commission should reject ACUC’s request to include $90,000 in rate 

base and $10,000 in expenses for painting the storage tank at Apple Canyon.  As with the well 

pump, the company did not identify this addition until its rebuttal testimony.  While the company 

admitted that the useful life for tank painting is 10 years, it nevertheless attempted to include 

tank painting costs through its rebuttal testimony even though it has been only eight years since 

the last painting.  AG/ACLPOA/LWA Joint Ex. 2.0, Ramas Rebuttal at 11.  “The direct 
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Testimony filed by Apple Canyon did not support the need to paint the tank at this time, nor did 

the rebuttal testimony.”  Id.  Not only does ACUC want to charge ratepayers for painting the 

tank two years before it is required, the company now wants to include its logo on the tank at an 

additional cost of $5,000.  The current tank does not have “Utilities, Inc.” painted on it.  Id. at 12.  

“I do not see the benefit to Apple Canyon’s customers from having Utilities, Inc.’s logo painted 

on the outside of the water storage take or how this added cost is needed to provide water service 

to customers.”  Id.  Because the tank painting was not included in direct testimony, is premature, 

and unnecessarily includes a Utilities, Inc., logo for advertising purposes, this pro forma 

adjustment should be rejected. 

 Similarly, LWUC did not disclose the pump house rehabilitation project until its rebuttal 

testimony.  This failure to comply with Commission rules is especially egregious because 

LWUC knew that repairs were needed for its piping and maintenance facility given an August 

2010 notification to the company from the Illinois Environmental Protection Agency.  LWUC 

had not started on the project at the time its rebuttal testimony was filed. AG/ACLPOA/LWA 

Joint Ex. 2.0, Ramas Rebuttal at 8.  Moreover, at the time Ms. Ramas filed her rebuttal 

testimony, the company had not signed any contract for the project.  Id. at 9.  For these reasons, 

any addition to rate base for the late-proposed LWUC piping and equipment modification should 

be denied. 

VI. No Changes to Rate Design Should Be Implemented at This Time. 

 Both ACUC and LWUC proposed no change to the rate design that is currently in place.  

Rather, both utilities seek to increase both the customer charge and the availability charge by the 

same percentage as any increase in revenue.  The ICC Staff witness Cheri Harden prepared a 

cost of service study (COSS) to allocate the revenue requirements.  As a result of Ms. Harden’s 
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COSS, assuming LWUC’s original revenue request, the charge for availability customers would 

jump to $16.60/month from the current $7.47, which would represent an unacceptable 122 

percent increase. 

 LWA General Manager Ms. Boyer testified that an increase of this magnitude in the 

availability charge “from a customer perspective” is “neither understandable nor acceptable.”  

LWA Ex. 4.0, Boyer Rebuttal at 3.  The availability charge is imposed on the vacant lots in Lake 

Wildwood.  Some of these 1000 lots are purchased solely for the purpose of gaining access to the 

recreational features of the community.  Only ten homes have been built over the past five years, 

and “[s]ome of the lots may never be developed.”  LWA Ex. 4.0, Boyer Rebuttal at 3/59-60.  The 

Association is concerned that lot owners “will simply stop paying the availability charge.”  Id. at 

3/63-64.  “Because the water system has been in place since Lake Wildwood was developed, 

there is little understanding why the availability charge must increase by 122 percent at this time, 

especially since there has been no upgrade to the pipe in the ground that runs by these 

undeveloped lots.”  Id. at 4/74-77. 

 Public comments submitted to the Commission website are consistent with Ms. Boyer’s 

concerns.  For example, one availability customer states, “I feel it is unfair to have a water 

service increase.  We have been paying for water since approximately 1970.  We are not using 

any water.”  March 16, 2013 website comment.  Another stated, “I am appaled [sic] at the 

proposed increase . . . Where do they come up with these outrageous figures?”  March 3, 2013 

comment.   

 The Commission should not permit a 122 percent increase in the availability charge not 

only because LWUC’s customers cannot understand such an unreasonable increase.  The 

Commission should also refrain from going to the full cost of service determined by Ms. Harden 
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at this time because LWUC’s parent, Utilities, Inc. (“UI”), has not completed the mandate in 

Charmar Water Company et al rate case, Docket Nos. 11-0561 through 11-0566.  That order 

provides at page 27: 

The Commission orders UI to work with Staff and other interested parties to 
review and analyze UI’s current method of cost of service and rate design 
methodology.  UI should develop a COSS with Staff and other interested parties 
to use in future UI rate cases.  The review and analysis should be completed 
within six months from the date of this Order. 

The Charmar order was entered on May 22, 2012 

 UI has not completed the cost of service study.  Moreover, neither LWA nor ACLPOA 

were invited by UI to participate in a COSS.  Because UI has not complied as yet with the 

Commission order, increasing the availability customers’ rates by 122 percent in this docket 

would create not only rate shock but also would create the possibility that the COSS may be 

adjusted again when UI does comply with the Commission order.  The Commission should reject 

Staff’s recommendation to adjust rate design at this point and increase LWUC’s availability 

charge by 122 percent at this time.  Instead, the Commission should insist that UI comply with 

the order entered by the Commission on May 22, 2012 in Docket Nos. 11-0561 through 11-0566. 

 LWA and ACLPOA respectfully request that the Commission adopt the 

recommendations set forth above in its Proposed Order.  

__/Richard C. Balough/____ 
 
Richard C. Balough 
Cheryl Dancey Balough 
BALOUGH LAW OFFICES, LLC 
1 N. LaSalle St. Ste. 1910 
Chicago IL 60602-3927 
312.499.0000 
rbalough@balough.com 
cbalough@balough.com 
 
For Apple Canyon Lake Property Owners’ Association and Lake Wildwood Association 
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