
 

STATE OF ILLINOIS 
 

ILLINOIS COMMERCE COMMISSION 
 
 

Apple Canyon Utility Company   : 
       : 
Proposed general rate increase of water : 12-0603 
service. (tariffs filed October 1, 2012)  : 
       : 
Lake Wildwood Utilities Corporation  : 12-0604 
       : 
Proposed general rate increase for water : 
service. (tariffs filed October 1, 2012)  : 
 

 

 
ORDER 

 
 
 
 
 
 
 
 
 
 
 
 
DATE: August 6, 2013 

 



 

 



 

 

Table of Contents 
I. Introduction   ..................................................................................................... 1

A. Procedural History   .................................................................................... 1
B. The Companies’ Service Areas and Nature of Operations   ....................... 2
C. Test Year   .................................................................................................. 2

II. Customer Comments   ................................................................................... 3
A. AG   ............................................................................................................ 3
B. LWA/ACLPOA   .......................................................................................... 3
C. Utilities Reply  ............................................................................................ 5
D. Commission Analysis and Conclusion   ...................................................... 6

III. Revenue Requirement   ................................................................................. 6
A. Apple Canyon   ........................................................................................... 6
B. Lake Wildwood   ......................................................................................... 6

IV. Rate Base   .................................................................................................... 6
A. Uncontested Issues   .................................................................................. 6

1. Prior Plant Disallowances   ..................................................................... 6
2. Accumulated Deferred Income Taxes   ................................................... 7
3. Storage Tanks   ....................................................................................... 7

B. Contested Issues   ...................................................................................... 7
1. Cash Working Capital   ........................................................................... 7
2. Leak and Boundary Surveys   ................................................................. 9
3. Tank Painting   ...................................................................................... 13
4. Additional Pro Forma Plant Additions   .................................................. 16

C. Commission Conclusion on Rate Base   .................................................. 20
V. Operating Revenue and Expenses   ............................................................ 20

A. Uncontested Issues   ................................................................................ 20
1. Depreciation   ........................................................................................ 20
2. Incentive Compensation   ...................................................................... 20
3. Cap-time   ............................................................................................. 20
4. Rate Case Expense   ............................................................................ 21
5. Cost of Unaccounted-for Water   ........................................................... 21
6. Add-On Taxes   ..................................................................................... 21
7. New Customer Charge   ........................................................................ 22



 

 

8. Revenues Associated with HomeServe USA Service Plans   ............... 22
9. 401(k) Matching Contributions   ............................................................ 23

B. Contested Issues   .................................................................................... 23
1. Appeals Costs   ..................................................................................... 23

C. Commission Conclusions on Operating Expense Statement   ................. 28
VI. Rate of Return   ........................................................................................... 28

A. Staff   ........................................................................................................ 28
B. Commission  ............................................................................................ 29

VII. Accounting   ................................................................................................. 29
A. Accounting for Disallowed Plant   ............................................................. 29
B. Original Cost Determination   ................................................................... 29

VIII. Rate Design  ............................................................................................ 30
A. Utilities   .................................................................................................... 30
B. LWA/ACLPOA   ........................................................................................ 31
C. Staff   ........................................................................................................ 31
D. Commission Analysis and Conclusion   .................................................... 32

IX. Rules, Regulations, and Conditions of Service Tariffs   ............................... 33
X. Findings and Ordering Paragraphs   ............................................................ 33



STATE OF ILLINOIS 
 

ILLINOIS COMMERCE COMMISSION 
 

 
Apple Canyon Utility Company   : 
       : 
Proposed general rate increase of water : 12-0603 
service. (tariffs filed October 1, 2012)  : 
       : 
Lake Wildwood Utilities Corporation  : 12-0604 
       : 
Proposed general rate increase for water : 
service. (tariffs filed October 1, 2012)  : 
 
 

 
ORDER 

I. Introduction 
A. Procedural History 
On October 1, 2012, Apple Canyon Utility Company (“AC” or “Apple Canyon”) 

and Lake Wildwood Utilities Corp. (“LW” or “Lake Wildwood”) (collectively, the 
“Companies” or “Utilities”) separately filed tariff sheets with the Illinois Commerce 
Commission (“Commission”), pursuant to Section 9-201 of the Public Utilities Act.  
Apple Canyon filed the following tariff sheets: ILL.C.C. No. 1 First Revised Title Sheet, 
Eleventh Revised Sheet No. 1, Tenth Revised Sheet No. 1.1, Original Sheet No. 1.2, 
ILL.C.C. No. 2 Original Title Sheet, Original Sheet Nos. 1 through 38.  Lake Wildwood 
filed the following tariff sheets:  ILL.C.C. No. 2 First Revised Title Sheet, Fourth Revised 
Sheet No. 1, Third Revised Sheet No. 2, Original Sheet No. 3, ILL.C.C. No. 4 Original 
Title Sheet. 

This rate filing embodies a general increase in rates for water service as well as 
other proposed changes in terms and conditions. Notice of the proposed changes 
reflected in this rate filing was sent to customers, posted in the Utilities’ business offices 
and published in a newspaper of general circulation in their service areas, as evidenced 
by publisher‘s certificates, in accordance with the requirements of Section 9-201(a) of 
the Act, 220 ILCS 5/9-201(a), and the provisions of 83 Ill. Adm. Code Part 255. The 
Commission issued an Order on November 8, 2013 suspending the tariffs up to and 
including January 28, 2013 and initiating this proceeding. An Amendatory Order was 
entered on January 24, 2013 correctly suspending the tariffs up to and including 
February 27, 2013.  Subsequently, the Commission re-suspended the tariffs on 
February 21, 2013 up to and including August 27, 2013. 

On November 13, 2012, Lake Wildwood Association, Inc. (“LWA”) filed a petition 
to intervene in Docket 12-0604.  On December 3, 2012, the People of the State of 
Illinois (“AG”) filed an appearance in both dockets, and Dockets 12-0603 and 12-0604 
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were consolidated.  On December 17, 2012, the Companies filed a Motion for Entry of a 
Protective Order in the consolidated proceeding, which was granted on April 15, 2013. 
On January 22, 2013, Apple Canyon Lake Property Owners’ Association (“ACLPOA”) 
filed a verified petition to intervene.  

The Commission conducted a public forum on March 21, 2013, for Lake 
Wildwood in Varna, Illinois. 

On January 22, 2013, the direct testimony of Staff was filed, and the AG and 
LWA/ACLPOA filed separate motions to the extend time for filing direct testimony, which 
were granted.  On January 25, 2013, Staff filed errata correcting schedules attached to 
its direct testimony. On January 28, 2013, ACLPOA and LWA separately filed direct 
testimony, and ACLPOA, LWA, and AG jointly filed direct testimony.  On February 26, 
2013, the Companies filed rebuttal testimony. On March 26, 2013, Staff, LWA, and 
AG/LWA/ACLPOA (“Intervenors”) separately filed rebuttal testimony. Staff filed errata 
on April 5, 2013 correcting a schedule attached to Staff rebuttal testimony.  On April 9, 
2013, the Companies filed surrebuttal testimony.  On April 15 and 16, 2013, an 
evidentiary hearing was held.  At the conclusion of the hearing on April 16, 2013, the 
record was marked “Heard and Taken.”   

Initial Briefs were filed on May 16, 2013 by Staff, the AG, LWA/ACLPOA, and the 
Companies.  Replies were filed on May 30, 2013 by Staff, the AG, LWA/ACLPOA, and 
the Companies.   

B. The Companies’ Service Areas and Nature of Operations 
Apple Canyon and Lake Wildwood are wholly owned subsidiaries of Utilities, Inc. 

(“UI”).  Water Service Corporation (“WSC”) manages the operation for all of UI’s water 
and wastewater systems, including Apple Canyon and Lake Wildwood.  WSC provides 
management, administration, engineering, accounting, billing, data processing, and 
regulatory services for the utility systems.  WSC’s expenses are assigned directly to a 
utility or distributed to the various companies pursuant to a formula that has been 
approved by the Commission.  

Apple Canyon provides water service to approximately 2,667 water customers in 
Jo Daviess County, Illinois.  Apple Canyon’s current rate structure was approved 
pursuant to an order entered in Docket 09-0548 dated September 9, 2010.  Lake 
Wildwood provides water service to approximately 1,402 water customers in Marshall 
County, Illinois.  Lake Wildwood’s current rate structure was approved pursuant to an 
order entered in Docket 09-0549 dated September 9, 2010.   

C. Test Year 
Both Apple Canyon and Lake Wildwood‘s filings are based on a historical test 

year ending December 31, 2011, with pro forma adjustments for known and measurable 
changes. Staff and Intervenors did not challenge the reasonableness of using the year 
2011 as a historical test year. 

The Commission concludes that the test year ending December 31, 2011, with 
adjustments for known and measurable changes, is appropriate for the purposes of this 
proceeding. 
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II. Customer Comments 
A. AG 
When considering these proposed rate increases, the AG urges the Commission 

to remember that these are not mega-utilities serving a large number of customers.  
Public comments have been filed concerning the poor quality of water and service in 
Lake Wildwood’s service area.  Residents have described their water as “bad,” 
“terrible,” “foggy” and “filmy almost like an oil spill.”   Many have reported a “chemical 
smell and taste” that “can also be tasted [through] coffee.”  They have also commented 
on the water containing “black material” and being “heavy in sediment,” stating “the 
amount of ‘floating stuff’ is surprisingly high.”  Several have stated the need to stop 
drinking their supplied water or using it for cooking: “the fact [is] that dogs and 
individuals who are not accustomed to this water get indigestion problems.”  One 
customer’s water quality is so poor that she had to replace her water heater “every 3 to 
4 years.”  

The Public Comments posted by customers of the Companies reflect a sense of 
confusion and anger at the initially proposed increase of up to 54%.  Many Lake 
Wildwood residents state that they are on fixed incomes, and many have expressed 
worry that their water bills are becoming nearly unaffordable.  Despite the increasing 
rates, in the words of one resident, “the water supplied … has not gotten any better over 
time.”   Another customer’s bill has “gone from $18 a month to $35 to … now $55.”   
Many of the homes on Lake Wildwood are weekend homes, and the Company’s 
estimated billing practices require those who do not even use their water to pay 
regardless.  The actions of the Company have left a few residents to consider selling 
their property on the lake in the event of another increase.  In the words of one worried 
customer, “[a]n increase of 54% of the current rate would be financially difficult for us, 
and may even be the ‘breaking point’ in our decision to sell the property.”    

Despite these increases in rates, according to the public comments, Lake 
Wildwood’s customer service leaves much to be desired.  Many customers report that 
their meters have rarely been examined by Company personnel, if ever.  In fact, one 
customer reported having his meter read once in twelve years.  Yet, customers’ 
attempts to remedy these problems seem to prove fruitless, as one customer reported 
“[o]ne time they told everyone who called they were not our water company!”   

B. LWA/ACLPOA 
Lake Wildwood’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).  Lake Wildwood serves about 1,402 
water customers in the Lake Wildwood community near Varna, Illinois.  However, the 
term “water customers” is not accurate because there are only 495 homes that actually 
receive water.  LWA Ex. 1.0 at 3.  All of the 495 homes are on septic systems.  LWA Ex. 
1.0 at 3.  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-
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up on the lot.  In 2009, Lake Wildwood had requested an increase in Docket 09-0549 of 
275 percent.  LWA Ex. 1.0 at 4.  In September 2010, the Commission granted Lake 
Wildwood an overall rate increase of about 55 percent, but it impacted only the active, 
not availability, customers. Id. at 3-4.  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, Lake Wildwood 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 from $36.01 to $55.71.  For availability customers, the monthly charge 
would increase from $7.47 to $11.56.  LWA Ex. 1.0 at 4. 

The customers impacted by Lake Wildwood’s proposed increase have adamantly 
stated their lack of understanding of and opposition to this increase.  Ms. Boyer has 
testified on behalf of LWA, as have two LWA residents.  LWA Exs. 1.0, 2.0, and 3.0.  
Other residents have expressed their frustration and outrage at Lake Wildwood’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’ Ass’n v. Illinois Commerce Comm’n

Many LWA residents have been negatively impacted by the 2010 water rate 
increase granted to Lake Wildwood, 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 at 3.  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 at 3.  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 at 1.  
Now she will “need to find ways to cut other living expenses to pay the higher bill.”  Id. at 
2.  This sentiment runs throughout the comments on the Commission’s website.   

, 368 Ill. 
Dec. 888, 904 (2013) (“2009 Appeal”).   

In addition to finding this second proposed increase unacceptable financially, 
Lake Wildwood ratepayers are frustrated by Lake Wildwood’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 at 5.  She further notes 
that Lake Wildwood’s water pressure drops drastically during the summer.  Id.  Ms. 
McGrath also testified that the water pressure at her home is very low.  “On some 
weekends, the water coming out of my faucet is pencil thin.”  Id. at 2.  Moreover, the 
water quality is poor with a lot of sedimentation and hardness.  Id. 

Apple Canyon serves customers around Apple Canyon Lake in Jo Daviess 
County.  The Apple Canyon Lake development has 2,743 lots, on which there are about 
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900 homes.  ACLPOA Ex. 1.0 at 2.  As with Lake Wildwood, Apple Canyon charges an 
“availability charge” for the vacant lots.  In September 2010, the Commission granted 
Apple Canyon an increase of 66 percent.  Docket 09-0548.  In this docket, Apple 
Canyon 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.  
ACLPOA asserts that Apple Canyon’s requested increase, coming just over two years 
since a 66 percent increase, is unacceptable. 

C. Utilities Reply 
Utilities state that the record contains no evidence that the Companies’ water 

quality is materially different from the quality of water supplied by other utilities that rely 
on northern Illinois well water, or that the quality was the result of any lack of care or 
diligence on the part of the Companies.  The Companies provided copies of their water 
quality assessment reports showing that the water meets or exceeds all applicable IEPA 
standards for safe drinking water.  While some customers may be willing to pay a 
premium for water softening and bottled drinking water, it is doubtful all customers 
would want to incur the higher costs for the treatment of water used for watering their 
lawns, washing their cars or flushing their toilets.  Because of the small customer base 
of the Companies, the economies of scale that might enable larger municipal systems 
with tens of thousands of customers to justify the costly investments in treatment 
facilities needed to enhance water quality do not exist.  Absent evidence of lack of care 
or diligence by the utility to support a finding that the utility was responsible for the “bad” 
water, the Illinois appellate court reversed an Illinois Commerce Commission order 
denying the utility a requested increase in water rates. Island Lake Water Co. v. Illinois 
Commerce Comm’n

The Companies recognize that affordable water service is of the utmost 
importance to its customers.  In that regard, they conscientiously seek to control the 
costs they must incur to provide service consistent with the efficiency, environmental 
and reliability standards expected by governmental bodies.  According to the Utilities, 
the record in this case establishes that the Companies have not irresponsibly incurred 
costs.  No witness testified that there were expenses should not have been incurred by 
the Companies, or that there were lower costs alternatives for meeting their service 
obligations.  Nor have witnesses identified any acceptable service cutbacks that would 
enable the Companies to reduce their costs.   

, 65 Ill. App. 3d 853 (2d Dist. 1978). 

The Companies argues that the Commission is not authorized to require a utility 
to operate as a loss until economic conditions improve.  In Camelot Utilities, Inc. v. 
Illinois Commerce Commission, 51 Ill.App.3d 5 (3d Dist. 1977), the Commission denied 
a 110% rate increase, declaring “that to allow such rates would impose an undue 
hardship on present customers.”  The appellate court reversed on the ground that the 
Commission failed to specifically identify any “overinvestment.”  In Island Lake Water 
Company v. Illinois Commerce Commission, 65 Ill.App.3d 853 (2d Dist. 1978) the 
appellate court reversed the Commission denial of the requested increase, which the 
Commission justified on the ground that the proposed rates “would be virtually the 
highest in the State.”  Absent a finding that rates were high as a result of the utility’s 
inefficiency, the denial of the requested rates was held unlawful.  Thus, absent a 
showing of imprudently incurred costs, the Commission cannot deny a rate increase on 
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merely on the basis of hardship. The Utilities argue that the Commission cannot rely 
upon subjective notions of equity to circumvent the statutory requirements that rates 
“accurately reflect the cost of delivering those services and allow utilities to recover the 
total costs prudently and reasonably incurred” including a return on rate base.  220 
ILCS 5/1-102(a)(iv); Citizens Util. Bd. v. Illinois Commerce Comm’n

D. Commission Analysis and Conclusion 

, 166 Ill.2d 111 
(1995). 

On the Commission e-docket system, as of the date of writing, two public 
comments were filed regarding the Apple Canyon proposed rate increase and 60 public 
comments were filed regarding the Lake Wildwood proposed rate increase. 

The Commission wishes to emphasize that it appreciates the testimony and 
many comments provided in the public forum and on the e-Docket system, as well as 
the time and effort expended by those who prepared and provided them.  These 
comments have been considered by the Commission in reaching its decisions in this 
Order, to the extent permitted by law. 
III. Revenue Requirement 

A. Apple Canyon 
Apple Canyon originally proposed to increase annual revenues by $129,034.  In 

surrebuttal testimony, Apple Canyon proposed a $92,492 revenue increase that reflects 
that Apple Canyon agreed with or accepted, in whole or in part, numerous Staff and 
Intervenor proposed adjustments and updated certain items.  

With the adjustments adopted in the Order, Apple Canyon’s revenue would 
increase by $65,821. 

B. Lake Wildwood 
Lake Wildwood originally proposed to increase annual revenues by $161,853.  In 

surrebuttal testimony, Lake Wildwood proposed a $123,705 revenue increase that 
reflects that Lake Wildwood agreed with or accepted, in whole or in part, numerous Staff 
and Intervenor proposed adjustments and updated certain items.  

With the adjustments adopted in the Order, Lake Wildwood’s revenue would 
increase by $89,443. 
IV. Rate Base 

A. Uncontested Issues 
1. Prior Plant Disallowances 

Staff witness Ebrey proposed adjustments to reflect disallowances of plant in 
service that had been disallowed in prior Apple Canyon and Lake Wildwood rate cases.   

For Apple Canyon, Dockets 03-0398 through 03-0402 (consol.) (“2003 Order”), 
Staff proposed a correction to the Company’s calculation of accumulated depreciation 
that was not considered in the adjustment to remove plant from the Company’s books.  
In addition, Staff proposed an adjustment to recalculate the accumulated depreciation 
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associated with the plant disallowed in Dockets 90-0475/92-0402 (consol).  The 
Company accepted these adjustments in rebuttal testimony. Util. Ex. 2.0 at 3. 

For Lake Wildwood, Staff proposed an adjustment to remove plant that was 
disallowed in the original cost determination case, Dockets 90-0476/92-0402 (consol.).  
In addition, Staff proposed an adjustment to remove plant disallowed in Docket 01-
0663.  In rebuttal testimony, the Company accepted Staff’s proposed adjustment for the 
original cost case disallowances, but explained that it had removed the plant disallowed 
in Docket 01-0663 erroneously from its books.  Id.  The Company proposed a different 
adjustment for that plant which Staff accepted in rebuttal testimony. Staff Ex. 8.0 at 3. 

The Commission finds that these adjustments are appropriate. 
2. Accumulated Deferred Income Taxes 

Staff proposed a methodology used in prior UI rate cases to adjust accumulated 
deferred income taxes to reflect changes in depreciation expense adjustments to the 
revenue requirement.  While the Companies did not agree to all adjustments proposed 
in the case for depreciation expense, the Companies did agree with the methodology 
and that the final revenue requirement should reflect the depreciation expense, and 
therefore the adjusted accumulated deferred income taxes, ultimately approved in this 
case. Util. Ex. 2.0 at 9. 

The Commission finds that adjustment to be appropriate. 
3. Storage Tanks 

Although, in their rebuttal testimony, the Companies agreed with the adjustment 
proposed by the Intervenors’ witness for two Lake Wildwood storage tanks not in 
service, Staff witness Ebrey’s rebuttal testimony correctly recognized the adjustment 
had already been reflected in plant held for future use. Util. Ex. 3.0 at 3-4.  
Consequently, this adjustment should not be approved so that there will not be a double 
disallowance as indicated in Ms Ebrey’s testimony. Staff Ex. 8.0 at 4. 

The Commission finds that Ms. Ebrey has correctly analyzed this issue and her 
position is adopted. 

B. Contested Issues 
1. Cash Working Capital 

a) Utilities 
The Utilities argue that the Intervenors’ proposal to remove taxes other than 

income from Lake Wildwood’s cash working capital should be rejected because the 
Commission has consistently approved cash working capital allowances that included 
taxes other than income (less real estate taxes) for similarly situated small sized water 
and wastewater companies based on the one-eighth method.  In the absence of an 
excessively expensive lead-lag study that looks at all expenses, it is inappropriate to 
selectively isolate certain elements included in the formula method approved by Staff 
and the Commission that are speculated to reduce the cash working capital allowance.  
Furthermore, the costs included in taxes other than income that the Intervenors’ witness 
proposed to remove are actually the Illinois Department of Revenue Invested Capital 
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Tax (“ICT”).  In contrast to the payment lag that occurs with real estate taxes, the ICT 
amounts that comprise “Taxes other than Income” are paid prior to the due date.  Util. 
Ex. 3.0 at 2-3. 

The Utilities state that Apple Canyon’s revenue requirement related to the ICT 
was understated.  As a consequence of the Intervenors’ proposed adjustment for Lake 
Wildwood’s cash working capital the Companies had cause to investigate why a similar 
adjustment had not been proposed for Apple Canyon.  The review led to the discovery 
that Apple Canyon had not paid the ICT in the 2011 test year because there was a 
credit amount from the prior year that was applied to 2011.  So although no ICT 
payments were included in the test year, Apple Canyon did in fact make payments in 
2012 in the amount of $863.07.  Hence, it would be appropriate to make an adjustment 
to the test year to include this amount in Taxes Other Than Income as well as in the 
calculation of Cash Working Capital.  Util. Ex. 3.0 at 3. 

b) AG 
The AG explains that the Companies utilize an accounting method referred to as 

the 1/8th O&M method in order to estimate cash working capital requirements.  
AG/ACLPOA/LWA Joint Ex. 1.0 at 17.  According to the AG, it is generally accepted that 
taxes other than income are excluded when calculating under the 1/8th O&M method.  
Id.  Companies’ witness Neyzelman attempts to justify including the ICT expense in the 
calculation by citing Commission orders, without providing additional explanation, where 
similar calculations were approved.  Util. Ex. 2.0 at 2.  However, his testimony does not 
address the merits of why taxes other than income should be included or provide any 
level of discussion of the issue.  Rather, he merely identifies other cases in which his 
approach has been allowed.  The Companies’ relied-upon cases, however, fail to 
directly address the issue or discuss the merits of the issue.  Like Neyzelman’s 
testimony, the evidentiary hearing similarly revealed no compelling reason for the 
Companies to continue this type of calculation.  Because the Company has not met its 
burden, the Commission should remove the remaining ICT expense from Lake 
Wildwood’s calculation.  

Next, as AG witness Ramas testified, due to the timing of income tax payments 
during the year and into the following year, the lag in paying income taxes exceeds the 
revenue collection lag, thus income taxes do not cause a cash working capital need and 
are appropriately excluded when calculating cash working capital under the 1/8th O&M 
method.  AG/ACLPOA/LWA Joint Ex. 2.0 at 16 – 17.  Timing is a critical component of 
the cash working capital calculation.  A longer lag in paying income taxes – during 
which time the Companies hold the cash to be used for income taxes – will help to 
offset any working cash needs associated with taxes other than income.  The 
Companies, however, have not properly calculated this lag, and have failed to provide 
explanation as to their calculation. 

In surrebuttal, the Companies attempted to include the personal property /Illinois 
Invested Capital Tax (“ICT”) expenses for Lake Wildwood in the cash working capital 
calculation and also attempted to increase test year expenses by $863 for an ICT 
payment that Apple Canyon made in 2012 after the 2011 test year.  Util. Ex. 3.0 at 3.  In 
its surrebuttal, Apple Canyon claimed that while it made a payment for ICT in 2011, it 
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“…would be appropriate to make an adjustment to the test year to include [the $863 
pre-payment of Invested Capital Tax] in Taxes Other Than Income as well as the 
calculation of Cash Working Capital.”  Util. Ex. 3.0 at 3.   

The Companies failed to support the ICT expense as a reasonable test year 
expense in this case.  Section 408 of the Uniform System of Accounts directs payments 
to be charged in the accounting period in which they are made.   At the evidentiary 
hearing, the Companies’ regulatory accountant, Mr. Neyzelman, acknowledged that the 
prepayment of taxes should be booked in the year in which those prepayments are 
made.  Tr. at 55.  As to the Illinois Invested Capital Tax, despite having a 2011 credit for 
Apple Canyon, and a 2011 prepayment for Lake Wildwood, the Companies seek to 
reach into 2012 to increase the ICT expense actually paid in the test year.  Because the 
Companies have inexplicably failed to follow the applicable accounting regulations to 
charge the taxes to the accounting period in which they are paid, the Commission 
should reject their calculation and adopt the AG’s recommendation. 

c) Staff 
Staff proposed an adjustment to remove the impact of real estate taxes where 

payment is deferred for more than a year from the calculation of cash working capital.  
The Companies accepted Staff’s adjustments. Util. Ex. 2.0 at 2.  The AG, however, 
proposed to also adjust the calculation to omit all Taxes Other Than Income from the 
calculation based on the formula method.  AG/ACLPO/LWA Joint Ex. 1.0 at 9.  In 
rebuttal testimony, the Companies argued that the Commission has routinely allowed 
taxes other than income in the CWC calculation, with the only exception being the real 
estate tax expense proposed by Staff.  The Companies provided an extensive list of 
cases that support its claim. Util. Ex. 2.0 at 2-3.  Staff agrees with the Companies that 
they should be allowed to include taxes other than income in their CWC calculation. 
Staff Ex. 8.0 at 2. 

d) Commission Analysis and Conclusion 
Consistent with prior decisions, the Commission finds that it is appropriate to 

include taxes other than income (less real estate taxes) in the cash working capital 
allowance.  The Commission has approved this methodology not only for Lake 
Wildwood and Apple Canyon, but also for other small water and wastewater utilities.  
See

2. Leak and Boundary Surveys 

, e.g., Dockets 11-0561-0566 (consol.).  Accordingly, Staff’s CWC calculations are 
adopted and the AG’s adjustment is not adopted. 

a) Utilities 
Apple Canyon’s test year plant in service includes the leak survey costs 

performed to defer the need to replace leaking mains or service lines.  The leak surveys 
were instrumental in identifying capital upgrades needed to reduce unaccounted for 
water losses.  Util. Ex. 3.0 at 4.  Staff and Intervenors proposed to remove these costs 
on the ground that because they could not be tied to specific capital assets and 
occurred outside the test year they should have been expensed.  Although, the 
Company did not provide a list of the capital assets identified or “tied to” the leak survey, 
the capital investments necessary to extend the life of these assets actually occurred.  
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The construction jobs performed as a result of the leak survey did not meet the 
Companies’ threshold dollar criteria for being classified as a capital project, but rather 
were recorded as capitalized general ledger additions.  Util. Ex. 3.0 at 4.  According to 
the Uniform System of Accounts (“USOA”) Accounting Instruction 19 (13):  “Engineering 
Services – includes amounts paid to other companies, firms or individuals engaged by 
the utility to plan, design, prepare estimates, supervise, inspect, or give general advice 
and assistance in connection with construction work”.  This leak survey was not an 
ongoing or recurring expense and thus should not be treated as an expense. Based on 
the accounting instruction, it is appropriate and reasonable to capitalize the leak survey 
cost instead of expensing it.  Util. Ex. 2.0, p. 7.  Capitalization assures the recovery 
through depreciation expense of no more and no less than the prudent and reasonable 
costs of over the life of the plant assets included in general ledger additions, which were 
necessary and integral investments made in the system to reduce unaccounted for 
water losses. 

Both the Apple Canyon and Lake Wildwood service area boundary surveys were 
used to expand the respective Companies’ service areas.  For Apple Canyon, the 
service area was expanded in Docket 10-0215 to incorporate a Fire Station annexation, 
which falls into the category of “acquisitions.”  In Lake Wildwood, the service area was 
expanded in Docket No. 10-0224 to incorporate adjacent property owners into the 
existing service territory, which also falls into the category of “acquisitions.”  Util. Ex. 3.0, 
p. 4.  The costs should be included in rate base because they were incurred in 
connection with the acquisition of the service area expansions.  Hence the costs could 
properly be recorded to Account 303 – Land and Land Rights, which include the costs 
of “surveys in connection with the acquisition” of the land rights that were necessary for 
general plant operations within the new areas.  The costs were not associated with work 
that was abandoned and therefore chargeable to expense accounts; nor were they 
attributable to structures or plant erected or installed on such lands in which case they 
would be recorded to the particular structure or improvement account.  

According to USOA Accounting Instruction 19 (13) “Engineering Services – 
includes amounts paid to other companies, firms or individuals engaged by the utility to 
plan, design, prepare estimates, supervise, inspect, or give general advice and 
assistance in connection with construction work.”  Accurate boundary information is 
essential to locate construction work such as replacement and extension of mains.  
Therefore, based on this accounting instruction, it is appropriate and reasonable to 
capitalize the cost of service area boundary surveys instead of expensing them.  In 
addition, according to the description of the expense account 631 – Contractual 
Services – Engineering, “this account shall include costs paid to outside engineers or 
engineering firms to perform ongoing, recurring work for the utility.”  Util. Ex. 2.0, p. 8.  
Clearly, these service area boundary surveys are not ongoing or recurring expenses 
and thus would not be appropriately treated as an expense. 

The Utilities state that neither Staff nor Intervenors provided any testimony that 
the Companies paid too much for the boundary surveys or that the surveys were 
unnecessary.   A utility must know the boundaries of its service area in order to 
determine whether a new customer is located within the current service area and thus 
requires the utility to obtain a certificate of public convenience and necessity.  If the 



12-0603/12-0604 

11 

utility is not allowed to recover its investment in the development of its service area, the 
utility will not be willing to absorb the cost to serve new customers.  Expansion of the 
service area will benefit both the new customer and existing customers.   

Staff misconstrues the excerpts from the orders approving the expansion of the 
Companies’ service areas.  The Orders are referring to the Companies’ explanation that 
they would incur no “direct” costs for construction or facilities to serve the new 
customers.  However, it would be incorrect to construe those statements more broadly 
than intended to encompass the indirect costs which the Companies incurred to acquire 
the right to serve the expanded areas.   

b) AG/LWA/ACLPOA 
The Companies booked costs associated with conducting a leak survey for Apple 

Canyon in 2009 and boundary surveys for both utilities in 2008-2009 as capital costs 
instead of as expenses, thereby unjustifiably saddling ratepayers with additional plant in 
service and the resulting depreciation expense.  The Companies stubbornly, and 
without sufficient justification, insist that these leak survey costs should not have been 
treated as an expense when incurred, but rather that the costs were appropriately 
capitalized to be recovered from ratepayers.  The Companies classified these costs as 
“general ledger additions” and argued that they represent non-recurring costs that were 
appropriately capitalized.  Utilities Ex. 2.0 at 7 – 8.  However, as AG witness Ramas and 
Staff witness Ebrey have testified, these costs are not associated with a capital 
expenditure, and, as such, should have been treated as an expense in the year 
incurred, which was before the test year in this case.  Therefore, the Intervenors urge 
the Commission to reject the Companies’ classification of these costs.   

Similar to the leak survey costs, the Companies are unable to tie the expenses to 
any capital projects.  Although the Companies claim to rely upon USOA Accounting 
Instruction 19(13) to defend these costs, their rationale reflects a misunderstanding of 
the Instruction.  Companies witness Neyzelman testified that “Boundary information is 
essential to accurately locate construction work such as replacement and extension of 
mains.”  Util. Ex. 2.0 at 8.  He therefore took the position that it “…is appropriate and 
reasonable to capitalize the service area boundary survey instead of expensing it.”  Id.  
However, these costs should have been booked as expenses when they occurred, not 
booked as generic “general ledger additions.”  An investigation by AG witness Ramas 
revealed that these costs, which were incurred from November 2008 to March 2009, are 
part of a project conducted by SEC Group, Inc. to survey twelve service territories, 
including both Lake Wildwood and Apple Canyon.  The surveys were conducted to 
ensure the Company’s Certificated Area of Convenience for Service was accurate and 
up to date and for updating service area mapping.  The survey of the service territories 
was not associated with a specific capital addition or with a specific capital project.  

Given the Companies’ lack of justification for their accounting decisions and their 
failure to follow established accounting regulations, the Commission should reject the 
Companies’ position on these costs and remove these items from rate base. 
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c) Staff 
Staff agrees with the AG proposal to remove the costs associated with leak and 

boundary surveys from rate base in these rate cases.  The Companies argue that the 
surveys should be capitalized according to Uniform System of Accounts (“USOA”) 
Accounting Instruction 19; however, Accounting Instruction 19 states that the subject 
survey is “applicable to construction work.”  According to the description of Account 183, 
Preliminary Survey and Investigation Charges, the costs of surveys may be deferred 
pending the feasibility of projects under contemplation, however, utility plant accounts 
would only be charged in the event a construction project results.  From Staff’s analysis 
and review of the USOA, if a survey is not associated with specific construction projects, 
it should be recorded to expense accounts. Staff Ex. 8.0 at 4-5. 

The Companies admit that they did not provide support for the specific capital 
assets tied to the leak survey; therefore, there is no record evidence to support their 
inclusion in rate base.  Util. Ex. 3.0 at 4. The Companies cite to specific cases in 
surrebuttal testimony to indicate that the boundary surveys were associated with 
specific expansion of the respective Company’s service area.  Id.  However, the Orders 
in those dockets clearly state that Apple Canyon and Lake Wildwood would incur no 
costs associated with those expansions: 

Because the Fire Protection District assumed responsibility 
to pay for the cost associated with the construction of the 
facilities necessary to connect to the water system, the 
Petitioner would incur no direct costs to extend its service 
area.  

Final Order at 3, Docket 10-0215 (October 20, 2012).  And 
The Fire Protection District was responsible to pay all costs 
associated with construction of the water service line so that 
Apple Canyon will incur no costs.  

Final Order at 4, Docket 10-0215 (October 20, 2012).  And 
According to Mr. Daniel, the customers were willing to install 
service lines at their own expense to connect to the 
Company’s mains at points within the existing service area.  
No additional construction or facilities were required to serve 
the eight customers located in the proposed service area.  
Because the Company was not extending its mains or 
constructing any facilities outside its service area, it believed 
a certificate was not required.   

Final Order at 2, Docket 10-0224 (December 15, 2010).  Therefore, Staff argues that 
the Commission should accept Staff’s and the AG’s adjustments to remove the cost of 
the surveys from rate base for both utilities. 

d) Commission Analysis and Conclusion 
The Commission agrees with Intervenors and Staff that the Companies have 

inappropriately included the leak and boundary surveys in the calculation of rate base.   
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Staff is correct that the leak surveys are inappropriately classified as capital 
expenditures and would more appropriately have been expensed in the year they 
occurred - 2009.  The Commission generally finds leak surveys to be appropriate, but 
the leak surveys at issue here occurred outside the test year.  Thus even assuming a 5-
year amortization, the impact on rates would be de minimis and Staff’s adjustment is 
appropriate. 

With respect to the boundary surveys, the Commission finds it inappropriate for 
the Companies to attempt to recover these costs considering the Commission’s Orders 
approving the expansions of service.  In those Orders, the Commission found that no 
costs would be incurred and, thus, no recovery from ratepayers is appropriate.  In 
addition, similar to the leak surveys, the boundary surveys occurred outside the test 
year and because they are not linked to a specific construction project they should have 
been expensed in the year they occurred. 

3. Tank Painting 
a) Utilities 

The Companies provided a bid for the tank painting in Apple Canyon.  
Operations personnel and management had determined that the condition of this 
particular tank warranted the implementation the project for completion by May 2013.  
Util. Ex. 2.0 at 4; Util. Ex. 3.0 at 5.  The Utilities argue that under Commission practice, 
the costs incurred for tank painting are deferred and amortized over the expected life of 
the improvement of the asset.  Camelot Utilities, Inc., et al, Dockets 11-0059/11-
0141/11-0142 (consol.) (Nov. 8, 2011) at 5; Illinois-American Water Company, Docket 
02-0690 (Aug. 12, 2003).  The Commission has a long standing policy of deferring and 
amortizing tank painting costs.  The Companies’ treatment of tank painting in this docket 
is consistent with past policy.  Illinois-American Water Company, Docket 95-0076 (Dec. 
20, 1995) at 23. 

No witness contradicted the Companies’ testimony that the condition of Apple 
Canyon’s water tower warranted the repainting.  The AG has portrayed the Companies’ 
statement regarding the expected life of water tower painting in a false light.  The 
Company merely indicated that in “general” painting lasts “approximately” for ten years, 
which meant if some painting lasts eight years and others can go twelve, the average is 
ten years.  The Utilities argue that if conditions warrant repainting after eight years, due 
to weather or specific characteristics of tank or paint materials, deferring the work for 
two years risks further potentially unsafe deterioration.  The AG never questioned the 
Companies’ judgment through data requests and did not seek further explanation from 
the Companies’ Regional Director of Operations at the hearing. 

Staff’s Brief has correctly observed that the amount the Companies are seeking 
to include in rate base for the water tower is only $100,000, which is less than the 
lowest bid, and more than $5,000 less than additional cost of including the Utilities, Inc. 
logo.  Thus the arguments that lower cost alternatives might have been selected are 
incorrect and moot. 
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b) AG 
Apple Canyon has asked ratepayers to bear the $100,000 cost of painting an 

existing water tower through a pro forma adjustment that increases rate base and 
amortization expense.  However, Apple Canyon has failed to support this request and 
the AG urges the Commission to disallow this pro forma addition to plant for water tower 
painting.  First, the record evidence does not demonstrate that this project is necessary 
at this time.  Second, the cost of the project is still not known or measurable.  Third, 
Company failed to follow Commission Rules in presenting the water tower painting 
costs.  Therefore, the Commission should reject the Company’s request. 

First, Apple Canyon has not demonstrated that the project needs to be 
completed at this point in time.  In response to AG Data Request 4.10(f), the Companies 
indicated that “In general, this type of paint project is expected to last approximately 10 
years.”  AG Cross Ex. 5; AG/ACLPOA/LWA Joint Ex. 2.0 at 11.  The response to AG 
Data Request 4.10(e) indicates that the tank was last painted in 2005.  AG Cross Ex. 5.  
Given an expected life of the paint project of ten years, coupled with the fact that the 
water tower was last painted eight years ago, there is no conceivable reason why Apple 
Canyon now must rush to paint the tower in 2013.  The Company certainly has not 
provided a credible or supportable reason.   

Second, the cost of this project is still not known and measurable.  Section 
287.40 requires that any proposed pro forma adjustments to the selected historical test 
year be “known and measurable changes in the operating results of the test year.”  83 
Ill. Admin. Code 287.40.  The Company has failed to reach this required standard.  
According to the response to AG Data Request 4.10, which was provided on March 14, 
2013, the Company had not yet entered into a contract for the project.  AG Cross Ex. 5.  
As noted above, the record evidence does not even contain a discussion as to why the 
project could not be delayed to achieve a lower cost result.  Upon filing its direct 
testimony and in response to Staff Data Request TEE 5.01, the Company failed to even 
provide a bid for the job and acknowledged that it did not have contracts or requests for 
bids outstanding.  AG Cross Ex. 5; AG/ACLPOA/LWA Joint Ex. 1.0  at 5.  Shortly before 
rebuttal testimony became due, the Company provided an eleventh-hour bid.  
AG/ACLPOA/LWA Joint Ex. 2.0 at 11.   

Third, Section 287.40 of the Code also requires that “Any proposed known and 
measurable adjustment to the test year shall be individually identified and supported in 
the direct testimony of the utility.”  83 Ill. Admin. Code 287.40.  While this project was 
briefly identified in the direct testimony (Util. Ex. 1.0 at 5), it was not supported in the 
direct testimony of the Company.  The direct testimony did not provide support for the 
estimated cost, nor did it support the need for the project, in direct violation of 
Commission Rules.  Rather, the Company appears to have scrambled to try to meet a 
known and measurable standard in the final days before the rebuttal testimony due 
date.   

Finally, the bid provided by the Company includes costs associated with painting 
the UI logo on the water tank – a $5,000 cost to add the logo where currently there is 
none.  AG Cross Ex. 5; AG/ACLPOA/LWA Joint Ex. 2.0 at 12.  There is no foreseeable 
benefit to Apple Canyon’s customers from having the UI logo painted on the outside of 
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the water storage tank.  AG/ACLPOA/LWA Joint Ex. 2.0 at 12.  The Company has not 
provided any evidence as to how this added cost is necessary in order to provide water 
service to customers and the Public Utilities Act does not authorize recovery of “good 
will” advertising, such as the image advertising associated with putting the parent 
company’s logo on the water tower.  220 ILCS 5/9-225(2).  Similar to the tank painting 
in general, the increased funds necessary to paint the Company’s logo were a 
“management decision” and the Company’s witness who is supposed to be providing 
support for the costs of this project was not privy to the rationale for the management 
decision because he was not present when the decision was made.  Tr. at 83.  In 
consideration of the foregoing, the People urge the Commission to reject the 
Company’s requested $90,000 pro forma addition to plant for unnecessary tank painting 
as well as the associated amortization expense of $10,000. 

c) Staff 
Staff recommends the Commission accept Apple Canyon’s proposal to include in 

rate base the 10-year amortization of tank painting to be completed in May 2013, since 
adequate support has been provided during the case. Staff Ex. 8.0 at 2.  The AG, 
however, argues that the tank painting should be disallowed from the revenue 
requirement.  AG/ACLPO/LWA Joint Ex. 2.0 at 9.  The AG argues that because the 
evidence to support the tank painting comes after the initial filing, as provided for in 
Section 287.40, it should be disallowed in this case.  However, it is not unusual for the 
actual documentation to support plant additions to be provided in response to discovery 
as was done in this case.  The only argument regarding the dollar amount of the 
proposed increase relates to the logo to be painted on the tank.  But as Ms. Ramas 
notes in her testimony, the cost associated with the logo painting is $5,000 out of the 
$109,670 bid the Company accepted for the job. Id. at 12; Util. Ex. 3.0 at 5.  Since 
Apple Canyon did not change the original amount requested for the tank painting of 
$100,000, the AG’s argument falls short. Util. Ex. 3.0 at 5. 

d) Commission Analysis and Conclusion 
After reviewing the evidence, it appears that the amount requested by the 

Companies is more than $5,000 lower than the cost to add the logo.  Therefore, the cost 
of the logo will not be recovered from ratepayers.  If the Companies’ request included 
the cost of the logo, the Commission would be hesitant to approve recovery because it 
does appear to be good will advertising.  

The request for inclusion of the tank painting project in rate base for is approved.  
The Companies’ witness testified that generally tank painting is only done every 10 
years, but that operations and management at the Utilities had determined that the 
condition of this particular tank warranted completion of the project before that time.  
Indeed, the Intervenors have not testified that the tank does not need painting, just that 
ten years have not passed.  The Commission sees no reason to deny recovery.  The 
AG’s adjustment is not adopted and the Commission finds it appropriate to include in 
rate base the 10-year amortization of tank painting.  
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4. Additional Pro Forma Plant Additions 
a) Utilities 

The Utilities argue that the Intervenors’ proposed adjustment to exclude the 
Companies’ pro forma plant additions is inconsistent with Commission practices and 
should be rejected.  The Commission has allowed recovery of pro forma adjustments to 
the test year for known and measurable changes in the operating results of the test year 
expected to occur within 12 months from the filing of the rates.  The purpose of the 
Commission practice is to match rates to changes to the revenue requirement that are 
likely to occur near the time when the rates will go into effect.  Pro forma adjustments 
should be allowed where they reflect significant changes reasonably anticipated to 
occur.  The pro forma projects require relatively large expenses for these small 
companies.  If the rates approved in this case do not recover the revenue requirement 
associated with these projects, the Companies would be forced to file new rate cases 
immediately, far sooner than the anticipated five-year cycle provided for amortization of 
the current rate case expense.  Thus, the Intervenors’ proposal would further burden 
customers by adding additional rate case expense to the amounts to be recovered in 
rates as a result of these necessary projects. 

After the filing on October 1, 2012, the Companies updated their filings for pro 
forma plant additions that had been approved by management.  Apple Canyon Well 
Number 1 had experienced a drop in production.  Without the full potential pumping 
capacity of the well, it would be difficult to meet the water usage demands on the 
system during peak water usage periods.  The Company determined that the 
pump/motor windings, at a minimum, were the source of the problems and obtained 
bids to ensure competitive pricing.  The project was completed in March 2013.  Util. Ex. 
2.0 at 5-6; Tr. 68, 109. 

Lake Wildwood pro-forma plant additions included a project consisting of a water 
treatment plant building addition to accommodate necessary piping and equipment 
modifications.  The supporting documentation and necessary adjustments were 
provided in Utilities Exhibit 2.3.  The construction of the building addition and plant 
modifications was projected to cost $80,000. Management approved funding of the 
project and the work was scheduled to be completed in May 2013.  The project was a 
result of an inspection by the Illinois Environmental Protection Agency (“IEPA”), that 
identified certain aspects of the current piping arrangement and chemical feed systems 
as in need of an upgrade to meet current IEPA specifications.  The Company received 
multiple bids for the building, piping, and electrical construction necessary to ensure 
competitive pricing.  Util. Ex. 2.0 at 6-7. 

The Utilities argue that Intervenors’ reliance on the Illinois Administrative Code 
provision to justify the disallowance of plant additions not indentified in the Companies’ 
direct testimony is misplaced.  All the projects had not been approved and the bids that 
the Company relied upon to support the known and measurable costs of the projects 
were not obtained until after the Company’s direct testimony was filed.  Moreover, 83 
Illinois Administrative Code Part 287, cited by the Intervenor’s witness does not apply to 
small utilities.  83 Ill. Adm. Code Section 287.10; 83 Ill. Adm. Code 285.120(d). 



12-0603/12-0604 

17 

The AG argues for excluding the additions based on an erroneous reliance on 
Commission rules that expressly exclude small utilities from a requirement that the 
adjustments be identified and supported in the utility’s direct testimony.  Part 287 of the 
Commission rules only applies to utilities that are “subject to the requirements of 
Section 9-201 of the Act [220 ILCS 5/9-201] and 83 Ill. Adm. Code 285.”  Section 
285.120(d) states the requirements of Part 285 are not “applicable to electric, gas, 
water, or sewer utilities that provide utility service to no more than 35,000 customers.”  

The Utilities argue that the exception is necessary to enable small utilities to have 
their rates reviewed without incurring the otherwise overwhelming costs that strict 
compliance with the extremely detailed and extensive rate case rules entail.  The 
Companies rely on a small staff that is shared among numerous small companies 
located in 15 states.  The Companies provided the information necessary to support 
their small projects more than 6 weeks prior to the hearing, which provided more than 
sufficient time for the parties to make additional data requests or prepare to examine the 
Company witnesses about the work. 

b) AG 
The AG urges the Commission to disallow $105,000 in pro forma plant additions, 

consisting of an addition to replace equipment in Apple Canyon’s Well #1 for $25,000 
and an addition to Lake Wildwood’s Water Treatment Plant building for piping and 
equipment modifications for $80,000.  First, the Companies did not meet the 
Administrative Code Section 287.40 requirement that proposed known and measurable 
adjustments to the test year “…be individually identified and supported in the direct 
testimony of the utility.”  83 Ill. Admin. Code 287.40. While at least one of these projects 
was known to the Companies at the time its direct testimonies were filed on October 1, 
2012, there is no mention of either of the two projects in the direct testimony.  Instead, 
the Companies waited until rebuttal testimony was filed on February 26, 2013 to request 
inclusion of these projects in rate base.  AG/ACLPOA/LWA Joint Ex. 2.0 at 6-7.  The 
Companies should not be permitted to circumvent existing Commission Rules and 
expect to be rewarded for it.  Moreover, the projects do not meet the Commission’s 
requirements that pro forma adjustments to the selected test year be known and 
measurable.   

Well #1 (Apple Canyon) 
The record evidence as it relates to the Apple Canyon Well #1 project paints a 

vivid portrait of a mismanaged project – and a project whose costs should not be thrust 
upon ratepayers in this case.  The day before the Companies’ rebuttal testimony was 
due to be filed, the Companies served a Supplemental Response to Staff Data Request 
TEE 5.01 (AG Cross Ex. 2), identifying the Well #1 project for the very first time in this 
docket.  Apple Canyon provided two separate bids it received to replace the pumping 
equipment for Well #1.  The bids were dated October 22, 2012 and October 25, 2012.  
While the bids were received in October 2012, the project had still not been completed – 
or possibly even started – at the time the rebuttal testimony was filed four months later.  
AG/ACLPOA/LWA Joint Ex. 2.0 at 7.  In fact, none of the other parties in this docket 
knew of the project until the day before rebuttal testimony was filed.  The Company, in 
its rebuttal testimony filed February 26, 2013 ambitiously projects a completion date in 
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March 2013.  Util. Ex. 2.0 at 5.  However, the record evidence, including the response to 
AG Data Request 4.11 provided on March 14, 2013, shows that nothing more than 
verbal authorization had been given to a bidder to purchase materials and schedule the 
work.  AG Cross Ex. 2.  As of that March 14th response, no written contracts were in 
place for the project.  In its surrebuttal testimony, however, the Companies noted that 
the Well #1 project is complete.  Util. Ex. 3.0 at 5.  Yet, a week later at the evidentiary 
hearing, the Company was still unable to pinpoint the exact date this project was 
completed.  Tr. at 69.  Perhaps more critically, however, is that the Company is still 
unable to provide final invoices, more accurate cost estimates, or any form of evidence 
that would support the actual costs for this project.  Tr. at 70.  Therefore, it is still 
questionable what the final, actual costs of this project will be. 

The record clearly demonstrates that the Company has not met its burden of 
showing that ratepayers should carry the burden of paying for a project whose final 
costs are not known.  Moreover, the ratepayers should not be held responsible for 
picking up the tab of a project where the Company has utterly failed to present timely 
and sufficient supporting record evidence. 

ii. Water Treatment Facility (Lake Wildwood) 
Similar to Apple Canyon’s Well #1, the record evidence in this docket clearly 

shows that at the time the Companies filed their direct testimony, Lake Wildwood was 
fully aware of the need for piping and equipment modification, as well as the building 
extension.  AG Cross Ex. 1; AG/ACLPOA/LWA Joint Ex. 2.0 at 8).  The record evidence 
demonstrates that the Company was given notice of the deficiencies from the Illinois 
Environmental Protection Agency on August 12, 2010.  Util. Ex. 2.3.  Lake Wildwood, 
therefore, knew of the deficiencies for at least two years prior to filing their direct case.  
The record evidence also includes a permit for the plant improvement issued on May 
15, 2012.  Util. Ex. 2.3.  Again, Lake Wildwood has built a record that demonstrates that 
it had knowledge of the project long before the filing of this docket.  Despite this 
knowledge, however, the Company completely failed to present, or even simply 
address, this project in the direct testimony in this case.   

In addition, despite knowing of this project for several years, the record shows 
that the Company moved at a glacial pace on this purportedly necessary project.  As of 
February 26, 2013, when it filed its rebuttal testimony in this case, the Company had 
barely started receiving bids for this project.  Util. Ex. 2.3.  In fact, most of the cost 
estimates received by the Companies for this project were dated in February 2013 
(Utilities Ex. 2.3) – after the date upon which Staff and Intervenors filed their testimonies 
and just barely short of the date on which the Companies filed their rebuttal testimony.  
The latest status of the project, according to the Company, is that management 
approved funding and the work is scheduled to be completed in May 2013.  Util. Ex. 2.0 
at 7.  The current status of the project is unknown.  Also, the costs of this project are not 
known and measureable.  Even though the Company received multiple bids on the 
project, each bid was for a separate component of the project with only one competing 
bid received for the piping portion of the project.  AG/ACLPOA/LWA Joint Ex. 2.0 at 7.  
Therefore, the process for bid selection cannot truly be labeled competitive if there are 
not multiple bids for the comprehensive project.   
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c) LWA/ACLPOA 
In rebuttal testimony, the Companies attempt to “update” their original filings by 

adding three new items to plant in service.  For AC, the company proposed a $25,000 
pump at Well #1 and $90,000 for painting the storage tank.  For Lake Wildwood, 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 Apple Canyon nor Lake Wildwood identified the pro forma 
adjustments in their direct testimony, nor are the proposed additional costs known and 
measurable. 

d) Staff 
Staff does not take issue with the pro forma plant additions proposed by the 

Companies in rebuttal testimony for Apple Canyon and Lake Wildwood.  Staff witness 
Smith reviewed the support for the plant additions and did not find reason to take issue 
with the additions. Staff Ex. 11.0 at 1-3.  The AG, however, argued that the plant should 
not be allowed for recovery in these cases. AG/ACLPO/LWA Joint Ex. 2.0 at 6-9.  Since 
these projects either have been or will be completed within the time period necessary to 
be included as pro forma plant additions in these cases, and the additions are required 
for the utilities to continue providing safe, reliable service, Staff recommends the pro 
forma plant additions be approved for inclusion in rate base in these cases. 

e) Commission Analysis and Conclusion 
This issue concerns whether the Utilities may include certain pro forma 

adjustments in rate base.  The Utilities did not propose these adjustments until their 
rebuttal testimony.  The Intervenors argue that for this reason these pro forma 
adjustments must be denied because Part 287.40 requires that pro forma adjustments 
be identified and supported in direct testimony.  In response, the Utilities argue that this 
does not apply because Part 285 does not apply to utilities that serve fewer than 35,000 
customers.   

The Commission finds that the Utilities have misread Part 287 of the 
Commission’s rules.  Part 287.10 states that Part 287 applies to all utilities as defined in 
Section 3-105 of the PUA - Lake Wildwood and Apple Canyon fall under this definition.  
Part 287 also applies to telecommunications carriers as defined in Section 13-202 of the 
PUA that are subject to the requirements of Section 9-210 and Part 285.  The Part 285 
exemption for small utilities is not included in Part 287.   

In addition, the record shows that the Utilities knew that these projects were 
going to be undertaken far in advance of the date for filing rebuttal testimony.  The delay 
in notifying Staff and Intervenors is not explained.  

The point of requiring that pro forma adjustments be included with the utility’s 
direct case is to allow Staff and intervenors time to review a utility’s proposed rate 
increase.  The Utilities threaten that if these pro forma adjustments are not granted, the 
Utilities will have to file new rate case sooner rather than later because of the large 
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nature of the investments.  This begs the question, however, of why the Utilities’ did not 
include such a large investment in their direct case.  The Utilities request for approval of 
pro forma adjustments for Apple Canyon Well #1 and Lake Wildwood water treatment 
facility improvements are denied.   

C. Commission Conclusion on Rate Base 
The development of the approved rate base adopted for Apple Canyon for 

purposes of this proceeding is shown in Appendix A to this Order, while the approved 
rate base adopted for Lake Wildwood is shown in Appendix B to this Order.  The 
Commission finds that the adjustments to the rate bases reflected in the appendices are 
supported by the evidence, are reasonable, and should be adopted.  Upon giving effect 
to these adjustments, the Commission concludes that the rate base for Apple Canyon 
approved for purposes of this proceeding is $925,961, while the rate base for Lake 
Wildwood approved for purposes of this proceeding is $918,442. 
V. Operating Revenue and Expenses 

A. Uncontested Issues 
1. Depreciation 

Staff agreed with the AG that the depreciation rates for Vehicles and Computer 
equipment should be revised.  The Companies agreed in response to Staff discovery 
that the depreciation rate for vehicles should be set at 20%. Staff Ex. 8.0 at 5.  The 
Companies proposed an adjustment to depreciation expense and accumulated 
depreciation for computer equipment in response to Staff DR TEE 7.02.  Staff accepted 
those adjustments in rebuttal testimony. Id. at 5-6.  The AG likewise accepted those 
same adjustments. AG/ACLPO/LWA Joint Ex. 3.0 at 6. 

The Commission finds these depreciation rates to be reasonable. 
2. Incentive Compensation 

Staff proposed adjustments for each utility to remove incentive compensation 
costs from operating expenses.  Staff argued that the incentive compensation costs had 
not been shown to be related to activities that provide customer benefits, but rather, 
appeared to be entirely for stockholder or employee benefit and related to activities that 
are tied to net income, cash flow, return on investment, or other activities that should 
otherwise be provide by the utilities during the regular course of business.  Staff Ex. 3.0 
at 3-7.  However, in rebuttal testimony, the Companies stated that due to recent actions 
taken by the Companies’ parent, UI, the Companies no longer have an incentive 
compensation plan.  The Companies discontinued their incentive compensation plan 
and returned to a practice of providing a non-elective Company contribution to 
employees’ retirement plans.  Utilities Ex. 2.0 at 10-11.  As such, Staff withdrew its 
adjustment.  Staff Ex. 9.0 at 3. 

The Commission approves of this treatment of incentive compensation. 
3. Cap-time 

Staff proposed adjustments for each utility to reflect the 3% salary increase in the 
Companies’ pro forma adjustment for capitalized time (“Cap Time”).  This adjustment 



12-0603/12-0604 

21 

decreased operating expenses by an amount 3% higher than the Companies’ 
adjustment.  Staff Ex. 3.0 at 7-9.  No party took exception to Staff’s adjustments.  The 
Companies agree with the adjustments proposed by Staff.  Utilities Ex. 2.0 at 11. 

The Commission finds Staff’s adjustment to be reasonable. 
4. Rate Case Expense 

Staff proposed adjustments to (1) remove legal fees from rate case expense that 
had not been adequately supported; (2) reduce Water Service Company (“WSC”) 
personnel costs included in rate case expense to amounts more consistent with the 
supporting documentation submitted; (3) remove from rate case expense external 
consulting fees which had not been adequately supported; and (4) correct the 
amortization of the rate case expenses previously approved by the Commission in the 
Companies’ prior rate cases, Dockets 09-0540/09-0541 (Cons.) (“2009 rate cases”).  
Staff Ex. 3.0 at 12-15.  In rebuttal testimony, the Companies accepted Staff’s 
adjustment to correct the amortization of the rate case expenses previously approved 
by the Commission in the Companies’ 2009 rate cases surrebuttal testimony, and 
refined the amount requested for WSC personnel costs. Utilities Ex. 2.0 at 13.  In 
surrebuttal testimony, the Companies accepted, for purposes of this proceeding, the 
Staff and Intervenor adjustments to remove specific external consulting fees, and further 
refined the amounts requested for WSC personnel costs.  Utilities Ex. 3.0 at 10-11.  
Further, the Companies provided for the evidentiary record documentation in support of 
legal fees and in support of all other rate case expenses for which they are seeking 
recovery.  Utilities Ex. 3.3 (Confidential).  Staff agrees with the amount of rate case 
expense set forth by the Companies in their surrebuttal testimony, AC Ex. 3.0, Schedule 
3.1 AC, page 11, and in LW Ex. 3.0, Schedule 3.1 LW, page 11.  The revised rate case 
expense is reflected in Staff’s current revenue requirements. 

The Commission has considered the costs expended by the Companies to 
compensate attorneys and technical experts to prepare and litigate these rate case 
proceedings and assesses that the amounts included as rate case expense in the 
revenue requirements of $23,240 and $22,882 for Apple Canyon and Lake Wildwood, 
respectively, are just and reasonable.   

5. Cost of Unaccounted-for Water 
Staff proposed adjustments for each utility to decrease maintenance expenses 

because the unaccounted-for water percentages experienced in the test year exceeded 
the maximum allowable amounts as defined in the Companies’ tariffs.  Staff Ex. 3.0 at 
15-16.  Intervenors set forth similar adjustments. AG/AGACLPOA/LWA Joint Ex. 1.0 at 
32-35.  The Companies did not oppose the Staff and Intervenor adjustments; however, 
the Companies chose to adopt the Intervenor adjustments due to an error observed in 
Staff’s calculations.  Utilities Ex. 2.0 at 13-14.  Staff agrees that the Companies correctly 
adopted the Intervenor Adjustment.  Staff Ex. 9.0 at 2. 

The Commission finds Intervenor’s adjustment to be reasonable. 
6. Add-On Taxes 

Staff proposed adjustments for each utility to reduce operating expenses for 
public utility taxes included in the Companies’ pro forma present revenue requirements.  
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The taxes, which are an add-on charge to customers’ bills, are not an actual operating 
expense of the utility and should not be included in tariffed rates.  Staff Ex. 3.0 at 16.  
No party took exception to Staff’s adjustments.  The Companies agree with Staff’s 
adjustments.  Utilities Ex. 2.0 at 14. 

The Commission finds Staff’s adjustment to be reasonable. 
7. New Customer Charge 

Staff proposed adjustments for each utility to move revenue associated with the 
New Customer Charge from Water Service Revenues to Miscellaneous Revenues.  
Staff Ex. 3.0 at 16.  See discussion of New Customer Charge in Section XI below.  
Intervenors proposed a similar adjustment.  AG/ACLPOA/LWA Joint Ex. 1.0 at 24-25.  
The Companies stated that they agreed with the Staff and Intervenor adjustments.  
Utilities Ex. 2.0 at 10.  However, the Intervenors took issue with the way the Companies 
reflected the agreed-to adjustments in their rebuttal exhibits, arguing that the 
Companies’ methodology negates the agreed-to adjustment.  AG/ACLPOA/LWA Joint 
Ex. 2.0 at 2-4.  The Intervenors’ concerns regarding this adjustment should be 
dismissed, as those concerns are based on what appears to be a misunderstanding of 
the mechanics of Staff’s revenue requirement.  

Staff’s revenue requirement is designed to reflect a bottom-up approach starting 
with the approved Overall Rate of Return and approved Rate Base, and working up to 
the Total Operating Revenue and Water Service Revenues.  Although not obvious from 
the complex formulas contained within its inner-workings, Staff’s revenue requirement 
essentially calculates Water Service Revenues in the following, bottom-up manner: (1) 
Approved Overall Rate of Return is multiplied by approved Rate Base to determine Net 
Operating Income; (2) Net Operating Income is added to Total Operating Expenses to 
determine Total Operating Revenue; and (3) Total Operating Revenue is reduced by 
Miscellaneous Revenues to determine Water Service Revenues.  See Staff Ex. 7.0, 
Sch. 7.01 AC, Col. (i), ll. 23, 22, 21, 20, 3, 2, and 1.  Considering the way Staff’s 
revenue requirement determines proposed Water Service Revenues, the increase in 
Miscellaneous Revenues that results from the New Customer Charge adjustment is not 
negated in the manner described by the Intervenor. 

Cursory review of the revenue requirements attached to Staff’s direct testimony, 
Staff Ex. 1.0, Sch. 1.01 AC and LW, and the revenue requirements attached to the 
Companies’ rebuttal testimony, Utilities Ex. 2.0, Sch. 2.1 AC and LW, reveals that the 
Companies’ rebuttal revenue requirements are based entirely on Staff’s revenue 
requirements.   The agreed-upon adjustment to revenue for the New Customer Charge 
is set forth within the Companies’ rebuttal (and, effectively, surrebuttal) revenue 
requirements identically to that set forth in Staff’s revenue requirements.  Thus, Staff 
took no issue with the Companies’ presentation of this adjustment.   

Intervenors did not object to this in briefs.  The Commission finds Staff’s 
adjustment to be reasonable. 

8. Revenues Associated with HomeServe USA Service Plans  
Staff proposed adjustments for each utility to include compensation received 

from HomeServe USA as a result of ratepayers from each utility enrolling in HomeServe 
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USA service repair plans in Miscellaneous Revenues.  Staff Ex. 3.0 at 17.  The 
Companies stated that they accepted the Staff adjustments. Utilities Ex. 2.0 at 10.  
However, the Intervenors took issue with the way the Companies reflected the agreed-
to adjustments in the Companies’ rebuttal exhibits, arguing that the Companies’ 
methodology negates the agreed-to adjustment.  AG/ACLPOA/LWA Joint Ex. 2.0 at 2-4.  
The Intervenors’ concerns should be dismissed, as those concerns are based on what 
appears to be a misunderstanding of the mechanics of Staff’s revenue requirement.  
Considering the way Staff’s revenue requirement determines proposed Water Service 
Revenues, the increase in Miscellaneous Revenues that results from the HomeServe 
USA adjustment is NOT negated in the manner described by the Intervenor.   

The agreed-upon adjustment to revenue for the Revenues Associated with 
HomeServe USA Service Plans is set forth within the Companies’ rebuttal (and, 
effectively, surrebuttal) revenue requirements identically to that set forth in Staff’s 
revenue requirements.  Thus, Staff took no issue with the Companies’ presentation of 
this adjustment.   

The Commission finds Staff’s adjustment to be reasonable. 
9. 401(k) Matching Contributions 

The Intervenors proposed an adjustment to reduce 401(k) Plan Expense to 
reflect actual employee participation in the Companies’ 401(k) matching plans.  
AG/ACLPOA/LWA Joint Ex. 1.0 at 25-27.  The Companies did not oppose the 
adjustment proposed by the Intervenors.  Utilities Ex. 2.0 at 11.  Staff also agreed with 
the Intervenor adjustment.  Staff Ex. 9.0 at 13.  

The Commission finds this adjustment to be reasonable. 
B. Contested Issues 

1. Appeals Costs 
a) Utilities 

The 2011 test year in these cases includes the costs incurred by the Companies 
as a result of petitions for appellate court review initiated by the AG and LWA/ACLPOA.  
The Intervenors appealed the Commission’s determinations to grant the Staff’s motion 
to strike references to public comments in the hearing briefs and to allow the recovery of 
costs related to the Companies’ billing and accounting systems.  After the Intervenors 
initiated the appeal process, the Companies sought guidance from the appellate court 
on issues raised by the Commission’s reduction of actual test year O & M expenses and 
the recovery of unforeseen and uncertain rate case expenses incurred after the record 
was marked “heard and taken.”  The Companies’ costs for participating in the appeals 
initiated by the Intervenors were not included in the rate case expense approved in the 
last rate case.  The Companies could not have included these costs in the rate case 
expense because it was not known whether the Intervenors would appeal until after the 
Commission entered the final order, and thus they were not known and measurable 
post test year expenses that could be included as pro forma adjustments.   

The Utilities state that rate case expense is ordinarily properly and fairly allowed 
as an operating expense.  DuPage Utility Company v. Illinois Commerce Commission, 
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243 Ill.App.3d 421, 610 N.E.2d 1356 (1993).  The Commission has also recognized that 
“[r]ehearing and appeal expenses are a common part of litigation of a general rate 
case,” . . . and there is “nothing in Section 9-229 [of the Public Utilities Act] that bars 
recovery of the costs.”  North Shore Gas Company, Dockets 11-0280/11-0281 (Jan. 12, 
2012) at 85 - 86.  

The Utilities argue that the attorneys that provided services related to the appeal 
have extensive regulatory and appellate court experience, and the Firm had a thorough 
understanding of the record and the issues involved in the appeal as a result of the 
Firm’s representation of the Companies in the underlying docket.  The nature and extent 
of the services provided related to the appeal are fully described in the invoices 
provided in response to Staff data requests, and were included with the Companies’ 
surrebuttal exhibits.  The hourly rates were reasonable, and the detailed time records 
support the time needed for the effective litigation of the appeal.  The rates charged are 
the standard hourly rates charged by the attorneys assigned by the Firm, and are within 
the customary range of charges for the same or similar services in the Chicago 
metropolitan area.  Util. Ex. 3.0, pp. 9-10. 

Staff and Intervenors oppose recovery of the appeal costs on the grounds that 
the Companies have not incurred and are not likely to incur appeal costs every year.  
The Utilities argue that the non-recurring nature of these expenses should not be a 
reason for disallowing the recovery of these legitimate business expenses.  The 
expenses represent a valid and reasonable exercise of a right provided by the 
legislature to defend the Companies’ position in support of the Commission’s order as 
well as the right to seek guidance from the Court regarding the proper interpretation and 
application of the Public Utilities Act and the Commission Rules.  Unless the 
Commission allows the reasonable costs to be recovered as a test year expense, or 
allows the costs to be amortized over a reasonable time period like rate case expense 
or other non-recurring costs, the Commission is effectively inhibiting the Company for 
exercising its legal right to support or challenge the Commission Order.  The Utilities 
state that Staff’s apprehension that allowing recovery of the costs will encourage a 
proliferation of untenable utility appeals is unwarranted.  Court rules authorize sanctions 
for bad faith appeals, and if the recovery is amortized in the manner of other rate case 
expenses, the utility bears the carrying costs of the unamortized balance.  

Staff also argued that shareholders should bear the cost of the appeal because 
they are the sole recipients of the benefits of a successful outcome.  The Utilities argue 
that all stakeholders benefit from Appellate Court decisions that provide guidance as to 
the proper application of the law, assuring provision of least cost utility service.  The 
Companies should not be inhibited from the reasonable exercise of their right to appeal 
even if ultimately unsuccessful, by the disallowance of their appeal costs.  

b) AG 
The Companies remain at odds with Staff and the AG as to the recovery of 

approximately $40,000 in appeals costs related to the Companies’ cross-appeal of the 
2009 rate case, Dockets 09-0548/09-0549 (consol.).  The Companies seek to shift 
these non-recurring appeal costs onto the shoulders of the ratepayers, further 
burdening a small group of customers who have already been stretched to their limits.  
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Beyond the territory of these small water utilities, however, accepting the Companies’ 
argument risks establishing a dangerous precedent that could have far-reaching policy 
consequences.   

A review of the record evidence in this case reveals that the Companies have 
provided no evidence demonstrating that the appeal costs recorded during the test year 
of $19,860 for Apple Canyon and by $20,172 for Lake Wildwood reflect an annual 
recurring cost.  Removing these non-recurring costs presents a known and measurable 
adjustment that alters the costs that should be included in the revenue requirement.  
The majority, if not all, of the costs associated with the appeal of the prior rate cases 
would have already been incurred and paid prior to the end of the test year.  The only 
equitable and fair solution is to remove these non-recurring costs associated with the 
appeals recorded during the test year.   

The AG argues that the Utilities’ claims, which center on the timing of the filing of 
the appeal, are not supported by the facts of this case and potentially have far-reaching 
and dangerous policy consequences.  Although the Utilities claim that they were merely 
defending an appeal (see Utilities Ex. 2.0 at 12), the Companies fail to acknowledge 
that they filed a cross-appeal that raised new issues above and beyond the issues 
already raised.  The AG and Intervenors raised issues related to the Commission’s 
decisions to strike public comments and include in rate base costs associated with new 
accounting and billing systems.  The Companies, however, appealed the Commission’s 
decisions related to the normalization of Operation and Maintenance Costs.   

The impact on ratepayers in this case is not limited to the question of the $40,000 
recovery that the Companies are seeking.  The Companies also argue that the cross 
appeal represents a normal and legitimate cost of doing business related to their 
statutory right to appeal, raise certain policy positions related to the Public Utility Act, 
and create relevant precedential authority.  See Utilities Ex. 2.0 at 11.  The AG argues 
that if utilities were allowed to recover the costs of an appeal directly from ratepayers, 
utilities no longer have an incentive to weigh the costs and benefits of pursuing an 
appeal.  Id.  The policy effects of this are far reaching – the Commission could find itself 
in a position where every order that goes against a utility could be appealed, potentially 
creating a situation where the ratemaking authority of the Commission is shifted to the 
courts.  Id.   

c) LWA/ACLPOA 
The Utilities included as part of test year expenses their legal costs associated 

with their unsuccessful cross-appeal of the prior rate case.  In the 2009 Appeal

The costs associated with the Utilities’ cross-appeal are non-recurring and should 
be removed.  AG/ACLPOA/LWA Joint Ex. 2.0 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 
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.   
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the test year as if there would be a rate case appeal as a normal function of a utility’s 
doing business.   

d) Staff 
Staff recommends that the Commission should adopt the Staff and Intervenor 

adjustments to remove the appeals costs related to the Companies’ 2009 rate cases 
from operating expenses for each utility.  These costs are above and beyond what was 
approved as rate case expense by the Commission in those proceedings, and do not 
represent normal costs of doing business that are expected to recur during the periods 
in which rates set in this proceeding will be in effect.  Further, ratepayers should not be 
forced to compensate the Companies for costs of actions they undertook as a result of 
their dissatisfaction with the Commission’s Order.  Staff Ex. 9.0 at 4-7.  The Companies 
fail to consider that it is not appropriate for all costs – whether they are legitimate or not 
– to be recovered from ratepayers. 

The Companies spent amounts well in excess of the approved rate case 
expense amounts in their 2009 rate cases even before appeals; thus, the appeals costs 
incurred in 2011 are also in excess of the previously approved rate case expense 
amounts.  Further, ratepayers should not be forced to compensate Companies for the 
costs of appeals.  Staff Ex. 3.0 at 9-10.  Staff argues that such an arrangement 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.  Utilities must assess the 
potential costs of an appeal versus the benefits that might be obtained from a 
successful appeal, and weigh those costs and benefits with the likelihood that the 
appeal will be successful.  If appeals costs are allowed to be recovered from ratepayers, 
then utilities will have no reason to 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.  Ultimately, Staff avers, such an arrangement 
could have the effect of shifting ratemaking authority from the Commission to the 
appellate courts.  Staff Ex. 9.0 at 6-7. 

In response to the Companies’ position that the decision in Dockets 11-0280/11-
0281 support their position, Staff states that a careful reading of the Commission’s 
conclusion demonstrates that the Commission was very deliberate in stating that its 
conclusion was based on the particular facts of the 2009 Peoples Gas/North Shore Gas 
rate cases rehearing and appeals, and that the Commission’s conclusion was supported 
by those utilities’ and ComEd’s history of appeals.  The facts in the current proceeding 
have not been shown to be similar in any fashion to the facts in the Peoples Gas/North 
Shore Gas proceedings. To the contrary, Staff argues, the record is devoid of any 
evidence of similarity between the proceedings. 

In addition, while the legal costs associated with a utility’s appeals may represent 
a legitimate cost of doing business, the costs at issue in these proceedings do not 
represent normal costs of doing business.  Normal costs are those that conform to a 
type, standard, or regular pattern.  Staff notes that going back to as early as 2000, 
encompassing twenty-three separately filed UI general rate cases prior to the current 
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proceedings and including two general rate cases each for Apple Canyon and Lake 
Wildwood, the only appeals that occurred relate to the 2009 proceedings at issue here.  
As such, costs associated with the 2009 Appeal

Alternative Proposals for Appeals Costs 

 do not represent normal costs.  Staff 
Ex. 9.0 at 5-6.  Finally, the appeals costs in question are non-recurring costs incurred 
during the test year that are not reasonably expected to recur during the period in which 
rates determined in the current proceeding will be in effect.  Consequently, Staff 
recommends that these non-recurring costs be removed as a known and measurable 
adjustment to the test year.  AG/ACLPOA/LWA Joint Ex. 1.0 at 19-21. 

Staff recommends that the Commission adopt the adjustments set forth by Staff 
and the Intervenors, and disallow appeals costs related to the Companies’ 2009 rate 
cases.  However, if the Commission rejects Staff’s primary position, Staff recommends 
that the Commission allow recovery of 50% of appropriately supported appeals costs, 
deferred and amortized over the same five-year amortization period that the Companies 
and Staff are recommending for the rate case expenses of the current proceeding.  Staff 
Ex. 9.0 at 8. 

Staff states that because two of the four appeals issues were not initiated by the 
Companies, the costs incurred related to defending the Companies on those issues 
could be recoverable under this alternate proposal.  

e) Commission Analysis and Conclusion 
Section 9-229 of the Public Utilities Act states that: 

The Commission shall specifically assess the justness and 
reasonableness of any amount expended by a public utility 
to compensate attorneys or technical experts to prepare and 
litigate a general rate case filing. This issue shall be 
expressly addressed in the Commission's final order. 

In addition, the Commission has stated that “attorney’s fees and expert witness fees are 
only recoverable here if they concern this docket.” Docket 10-0467, Final Order at 91 
(May 24, 2011).  Also as noted by the Utilities, the Commission has stated that 
“[r]ehearing and appeal expenses are a common part of litigation of a general rate 
case,” . . . and there is “nothing in Section 9-229 [of the Public Utilities Act] that bars 
recovery of the costs.”  North Shore Gas Company, Dockets 11-0280 and 11-0281 (Jan. 
12, 2012) at 85 - 86.  After a careful reading of this precedent, the Commission must 
look at the facts and arguments presented here.  

A review of the plain language of Section 9-229 leads the Commission to 
conclude that the appeals costs at issue here are not recoverable under this Section of 
the statute.  Section 9-229 allows for recovery of the rate case expenses in the “general 
rate case filing” for which the rate case expenses are incurred.  The rate case expenses 
at issue here were not incurred to prepare and litigate the general rate case filing under 
consideration in this docket.  Therefore, the Commission finds that the Utilities can not 
recover 2009 expenses as a Section 9-229 rate case expense in this 2012 rate case.  

Notably, the Utilities have already attempted to recover more rate case expense 
for the 2009 rate case than was approved by the Commission and agreed to by the 
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Utilities.  In that case the Utilities requested rehearing to recover additional new rate 
case expense, but the Commission denied rehearing.  The Utilities’ cross-appeal of the 
2009 rate case argued that rehearing should have been granted and sought to recover 
additional rate case above what the Commission approved.  The court in denying the 
Utilities’ cross-appeal stated that: 

“the Utilities expressly accepted the Commission staff’s 
recommendations regarding the rate case expenses that 
could be recovered by the Utilities, including the staff’s 
estimate of the total rate case expenses that the Utilities 
would incur in the future.” 

. . . 
the Utilities accepted the Commission staff’s future rate case 
expense estimate, expressly agreed not to contest the issue 
before the Commission, and urged the Commission to adopt 
the Commission’s estimate of current and future rate case 
expenses.  

2009 Appeal

The Commission also will not approve these appeals costs as a normal operating 
expense.  It is clear, as pointed out by Staff, that the evidence does not support a 
finding that these are a normal cost of doing business for these Utilities.   

 at 912 (emphasis in original).  The Utilities are now attempting again to 
recover more rate case expense for the 2009 rate case than was approved by the 
Commission.  The Commission cannot grant this request. 

For these reasons, the Commission adopts Staff and Intervenors’ adjustment for 
the appeals costs. 

C. Commission Conclusions on Operating Expense Statement 
The development of the approved operating expense statement for Apple 

Canyon in this proceeding is shown in Appendix A to this Order, while the approved 
operating expense statement for Lake Wildwood is shown in Appendix B to this Order.  
The Commission finds that the adjustments to the operating expense statements 
reflected in the appendices are supported by the evidence, are reasonable, and should 
be adopted.  Based on the utility operating expense statements as originally proposed 
and the adjustments to operating revenues and expenses as summarized above, the 
total utility operating expenses for Apple Canyon and Lake Wildwood approved for 
purposes of this proceeding are $457,842 and $331,803, respectively. 
VI. Rate of Return 

A. Staff 
Staff witness Freetly presented the overall cost of capital and recommended a 

fair rate of return on rate base for Apple Canyon and Lake Wildwood.  Staff Ex. 5.0.  
The Companies accepted Staff’s 7.95% overall cost of capital recommendation.  Utilities 
Ex. 2.0 at 16-17; Schedules 2.1AC and 2.1LW.  
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Weighted Average Cost of Capital 
December 31, 2011 

     Staff Proposal      
         Percent of    Weighted 
   Amount             Total Capital     Cost                Cost    
Long-term Debt $178,726,842  50.24% 6.66%     3.35% 

  

         
Common Equity $177,007,000            49.76% 9.25%     4.60%  
         

  

Total Capital  $355,733,842  100.00%     
         
Weighted Average  
Cost of Capital            7.95% 

B. Commission 
The Companies and Intervenors did not contest Staff’s overall cost of capital 

recommendation.  The Commission has reviewed Staff’s proposal and finds it 
appropriate.  Accordingly, the Commission accepts Staff’s 7.95% overall cost of capital 
recommendation. 
VII. Accounting 

A. Accounting for Disallowed Plant 
Staff witness Ebrey recommended that the Companies be ordered to: 
1) Record adjusting journal entries to remove all plant that has been 

disallowed in prior orders; and 
2) File the actual journal entries made to record all retirements addressed 

and approved in the Final Order of these proceedings and prior rate cases that had not 
yet been recorded on e-docket within 60 days of the Final Orders in these rate cases 
and provide a copy to the Manager of Accounting. Staff Ex. 8.0 at 8. 

The Companies accepted these recommendations. Utilities Ex. 3.0 at 7. 
The Commission agrees with Staff witness Ebrey’s recommendation. 
B. Original Cost Determination 
Staff recommends that the Commission Order in this proceeding state: 
It is further ordered that the $2,882,956 original cost of water plant in service for 

Apple Canyon Utility Company at December 31, 2011, as reflected on Staff Schedule 
8.07, is unconditionally approved as the water original costs of plant. 

It is further ordered that the $1,504,265 original cost of water plant in service for 
Lake Wildwood Utilities Corporation at December 31, 2011, as reflected on Staff 
Schedule 8.07, is unconditionally approved as the water original costs of plant. 



12-0603/12-0604 

30 

These amounts would need to be revised to reflect any changes to historic plant 
that are approved in the Final Order that differ from my recommendations for plant. Staff 
Ex. 8.0 at 7.   The Companies agree. Util. Ex. 3.0 at 6. 

The Commission adopts Staff’s calculation of original costs of plant, 
VIII. Rate Design  

A. Utilities 
The Commission should not adopt Staff’s rate design proposal at this time.  As a 

result of Staff’s rate design, practically all of the revenue increase would be collected 
from availability customers.  Based on the typical residential monthly bill comparison 
provided by Staff, 5/8” usage customers would experience only a 3.63% increase, while 
availability customers receive an increase amounting to 28.66%.  Staff Ex. 10.0, Sch. 
10.2 AC.  For Lake Wildwood, the 5/8” usage customer’s monthly bill increase amounts 
to 4.53%, while the monthly bill for an availability customer would increase 85.68%. 
Staff Ex. 10.2, Sch. 10.2 LW. 

The Companies are concerned that the abrupt and major shift of a considerable 
portion of the responsibility for recovery of the revenue requirement to availability 
customers will result in substantial growth in the percentage of uncollectible accounts.  
Uncollectible expense is certain to grow significantly because the payment obligation 
cannot be enforced by terminating service.  Higher uncollectibles will undoubtedly 
increase the likelihood that the rates will not enable the Companies to recoup the costs 
of providing service and earn the rate of return necessary to attract capital for plant 
replacements and improvements.    

As a result of recent Commission orders in dockets involving Illinois affiliates of 
the Companies, UI is reviewing and analyzing the Companies’ current method of cost of 
service and rate design methodology.  See Order, Dockets 11-0561 et seq. (May 22, 
2012) at 27.  These cases were filed before the completion date set by the Commission 
for that process.  The Companies are engaged in workshops and have provided data to 
the parties necessary to complete the review and analysis of the current methods.  The 
Companies are also engaged in the development of a business plan to consolidate with 
its affiliated Illinois operating utilities.  One of the anticipated results of consolidation 
would be a single statewide rate case for the consolidated companies that would allow 
for a more comprehensive cost of service study to support rate design changes. 

For that reason, the Companies urge the Commission refrain in this case from 
proceeding with a drastic rate design change with its potential revenue shortfall and 
customer understanding issues.  Instead, the Utilities recommend that the Commission 
allocate the recovery of the revenue increase based upon the Companies’ proposal that 
was modeled on a rate design previously approved by the Commission for affiliates of 
the Companies in Dockets 11-0561 - 11-0566 (consol.).  That rate design provides for a 
simplified methodology consistent with AWWA meter flow factors.  Under the 
Companies’ rate design proposal, the relative percentage of revenues collected from 
base facilities, usage and availability charges would remain the same. 
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B. LWA/ACLPOA 
The Utilities 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.  Commission Staff witness 
Harden prepared a cost of service study (“COSS”) to allocate the revenue requirements.  
As a result of Ms. Harden’s COSS, assuming Lake Wildwood’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 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 at 3.  The Association is concerned that lot owners “will simply stop paying 
the availability charge.”  Id. at 3.  “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. 

LWA/ACLPOA argues that the Commission should also refrain from going to the 
full cost of service determined by Ms. Harden at this time because Lake Wildwood’s 
parent, UI, has not completed the mandate in Charmar Water Company et al rate case, 
Dockets 11-0561 through 11-0566.  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 Lake Wildwood’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 Dockets 11-0561 through 11-0566. 

C. Staff 
Staff and the Companies agreed to (1) maintain the current customer classes; (2) 

accept UI’s proposed billing units; (3) increase the New Customer Charge from $15 to 
$25, which resulted in an adjustment to Miscellaneous Revenues for Apple Canyon and 
Lake Wildwood; and (4) place the Availability customers on a monthly billing cycle and 
to provide consistent tariff language in that regard.  Staff Ex. 4.0 at 4, 8, 24; Staff Ex. 
10.0 at 11-12. 

Staff recommends the Commission accept Staff’s proposed rate designs for the 
Companies, which are based on COS studies.  Designing cost-based rates is one of the 
goals and objectives of regulation.  Staff Ex. 10.0 at 6; 220 ILCS 5/1-102.  Staff’s 
proposed rate designs better reflect cost causation than do the Companies’ proposed 
rate designs, which have no cost foundation.  Staff Ex. 4.0 at 19; Staff Ex. 10.0 at 4-5.   
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For Lake Wildwood, Staff recommends that rates be set at full COS.  Staff Ex. 
4.0 at 20; Staff Ex. 10.0 at 9.  For Apple Canyon, Staff recommends that the 5/8” meter 
and 3/4” meter Base Facility Charges (“BFC”) remain at their present rates because the 
COS study results showed a COS below the present BFC.  Staff Ex. 10.0 at 8.  UI 
witness Neyzelman agreed that the BFCs should not be decreased from current 
effective rates.  Util. Ex. 3.0 at 11; Tr. at 37.  Staff also recommends the 1” meter BFC 
be set exactly at full COS.  Finally, Staff recommends the BFCs for the 1½” meter, 2” 
meter and 3” meter all increase by 25% of the difference between full COS and current 
rates.  These three meter sizes would all reflect increases from 135% to over 500% if 
moved to full COS; thus, Staff recommends only increasing rates incrementally toward 
full COS in this proceeding.  Staff Ex. 10.0 at 8. 

Staff recommends the Commission reject all BFC and usage charge rates that 
have been proposed by UI.  The Companies initially proposed a flat percentage 
increase across-the-board in direct testimony, but in rebuttal testimony proposed, in the 
alternative, to set rates by modeling after a previous Commission-approved rate design 
in Dockets 11-0561 through 11-0566 (consol.).  Util. Ex. 1.0 at 6-7; Util. Ex. 2.0 at 15; 
Staff Cross Ex. 1.  Neither of the Companies’ proposed rate designs are based on cost 
causation.  Companies witness Neyzelman agreed that a COS study would assign 
costs based on cost causation.  Util. Ex. 2.0 at 15; Util. Ex. 3.0 at 11.  The Companies 
throughout this case have had ample opportunity to evaluate and propose changes to 
Staff’s COS studies.  They have chosen not to do so, despite a previous Commission 
Order in Consolidated Docket Nos. 11-0561-11-0566 directing UI to work with Staff and 
other interested parties to develop a COS study for use in future UI rate cases.  Staff 
Ex. 10 at 5.  Thus, Staff recommends that its proposed rate designs be adopted. 

D. Commission Analysis and Conclusion 
Staff and the Companies agreed to (1) maintain the current customer classes; (2) 

accept UI’s proposed billing units; (3) increase the New Customer Charge from $15 to 
$25, which resulted in an adjustment to Miscellaneous Revenues for Apple Canyon and 
Lake Wildwood; and (4) place the Availability customers on a monthly billing cycle and 
to provide consistent tariff language in that regard.  The Commission finds these 
proposals to be reasonable. 

With respect to Staff’s rate design proposal, the Commission finds that Staff’s 
proposal is appropriately cost based and would be adopted if not for the process that is 
already undergoing regarding rate design for all the UI companies.  The Commission is 
reluctant to impose such a large change to the Utilities’ rate design, in particular the shift 
to availability customers, without knowing how that will ultimately change once the UI 
rate design process is complete.   

In Dockets 11-0561/11-0566 (consol.) the Commission stated: 
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 for 
use in future UI rate cases.  
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Final Order at 27, Dockets 11-0561-11-0566 (consol.) (May 22, 2012).  The current 
Apple Canyon, Lake Wildwood rate cases were filed before the proposed completion 
date of the Commission required cost of service studies.   

Accordingly, the Commission finds it appropriate to defer a major shift in the 
existing rate structures of these Utilities until such time as the rate design consolidation 
plan is completed.  Thus, the Utilities’ proposal, which is consistent with the decision in 
Dockets 11-0561-11-0566, is adopted.  The rate design can be adjusted in the Utilities’ 
next rate case to incorporate the UI general rate design. 
IX. Rules, Regulations, and Conditions of Service Tariffs 

Apple Canyon proposed changes to its current Rules, Regulations, and 
Conditions of Service tariffs for water service (“Rules”) to include the addition of a 
sample bill and the movement of the Unaccounted-for Water tariff sheet from the Rules 
to the Schedule of Rates for Water Service.  AC Ex. 1.0 at 9.  Staff witness Smith 
recommended a language change to the description of the applicable territory of the 
proposed Rules.  Staff Ex. 6.0 at 3.  Apple Canyon agreed with Staff’s recommended 
changes to the proposed Rules, and provided updated Rules reflecting Staff’s 
recommended changes as Utilities Ex. 2.2.  Util. Ex. 2.0 at 16; see Util. Ex. 2.2. 

Similarly, Lake Wildwood proposed changes to its current Rules to include the 
addition of a sample bill and the movement of the Unaccounted-for Water tariff sheet 
from the Rules to the Schedule of Rates for Water Service.  LW Ex. 1.0 at 9.  Staff 
witness Smith recommended a language change to the description of the applicable 
territory of the proposed Rules.  Staff Ex. 6.0 at 4.  Lake Wildwood agreed with Staff’s 
recommended changes to the proposed Rules and provided updated Rules reflecting 
Staff’s recommended changes as Utilities Ex. 2.2.  Util. Ex. 2.0 at 16. 

The Commission agrees that these changes are appropriate and they are 
approved. 
X. Findings and Ordering Paragraphs 

The Commission, having considered the entire record herein and being fully 
advised in the premises, is of the opinion and finds that: 

(1) Apple Canyon Utility Company and Lake Wildwood Utilities Corporation 
provide water service to the public within the State of Illinois, and, as such, 
are public utilities within the meaning of the Public Utilities Act; 

(2) the Commission has jurisdiction over Apple Canyon Utility Company and 
Lake Wildwood Utilities Corporation and of the subject-matter herein; 

(3) the recital of facts and conclusions reached in the prefatory portion of this 
Order are supported by the evidence, and are hereby adopted as findings 
of fact; 

(4) a test year ending December 31, 2011, should be adopted for the purpose 
of this rate proceeding; 
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(5) for the test year ending December 31, 2011, and for the purposes of this 
proceeding, the rate base for Apple Canyon Utility Company and Lake 
Wildwood Utilities Corporation is as follows: 

Apple Canyon Utility Company: $925,961; 
Lake Wildwood Utilities Corporation: $918,442; 

the $2,882,956 original cost of water plant in service for Apple Canyon 
Utility Company at December 31, 2011, as reflected on Staff’s Schedule 
8.07, is unconditionally approved as the original costs of plant; 
the $1,504,265 original cost of water plant in service for Lake Wildwood 
Utilities Corporation at December 31, 2011, as reflected on Staff’s 
Schedule 8.07, is unconditionally approved as the original costs of plant; 

(6) a fair and reasonable rate of return on the rate base for Apple Canyon 
Utility Company and Lake Wildwood Utilities Corporation is 7.95%; rates 
should be set to allow the Companies an opportunity to earn that rate of 
return on its rate base, as is determined herein; 

(7) the rates which are presently in effect for Apple Canyon Utility Company 
and Lake Wildwood Utilities Corporation, which are presently in effect, are 
insufficient to generate the operating income necessary to permit these 
Companies to earn a fair and reasonable rate of return; those rates should 
be permanently canceled and annulled as of the effective date of the new 
tariffs allowed by this Order; 

(8) the rates proposed by Apple Canyon Utility Company and Lake Wildwood 
Utilities Corporation would produce a rate of return in excess of a return 
that is fair and reasonable; the Proposed Tariffs of Apple Canyon Utility 
Company and Lake Wildwood Utilities Corporation should be permanently 
canceled and annulled; 

(9) pursuant to Section 9-229 of the Act, the Commission has specifically 
assessed the amounts expended by the Utilities to compensate attorneys 
and experts to prepare and litigate this general rate case filing and finds 
those amounts, as adjusted, to be just and reasonable, with the 
Commission’s more detailed supporting findings on this subject as set 
forth in this Order; 

(10) Apple Canyon Utility Company and Lake Wildwood Utilities Corporation 
should be permitted to file new tariff sheets setting forth the rates 
designed to produce operating revenues as follows: 

Apple Canyon Utility Company: $516,944; 
Lake Wildwood Utilities Corporation: $383,999; 

as such revenues are necessary to provide the Companies a rate of return 
of 7.95% on their rate base, consistent with the findings herein; these tariff 
sheets shall be applicable to service furnished on or after their effective 
date; 
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(11) the new tariff sheets authorized to be filed by this Order shall reflect an 
effective date not less than five working days after the date of filing, with 
the tariff sheets to be corrected within that time period if necessary, except 
as is otherwise required by Section 9-201(b) of the Act as amended; 

(12) all remaining motions, petitions, objections, or other matters in this 
proceeding should be disposed of in a manner consistent with the 
conclusions reached herein; 

(13) Apple Canyon Utility Company and Lake Wildwood Utilities Corporation 
shall otherwise perform all actions that this Order requires of it. 

IT IS THEREFORE ORDERED by the Commission that the tariff sheets 
proposing a general increase in water rates filed by Apple Canyon Utility Company and 
Lake Wildwood Utilities Corporation on November 8, 2012 are hereby permanently 
canceled and annulled. 

IT IS FURTHER ORDERED that Apple Canyon Utility Company and Lake 
Wildwood Utilities Corporation are authorized to place into effect tariff sheets which will 
produce the annual operating revenues and operating incomes set forth in Finding (9) 
above, and are consistent with Appendices A and B to this Order, to be effective on the 
date of filing for water service furnished on and after such effective date. 

IT IS FURTHER ORDERED that Apple Canyon Utility Company and Lake 
Wildwood Utilities Corporation must file their Rate tariffs consistent with the 
requirements of Findings (10) and (11) above. 

IT IS FURTHER ORDERED that upon the effective date of the tariff sheets filed 
pursuant to this Order, the presently effective tariff sheets of Apple Canyon Utility 
Company and Lake Wildwood Utilities Corporation, which are replaced thereby are 
permanently cancelled and annulled. 

IT IS FURTHER ORDERED that any petitions, objections or motions made in this 
proceeding and not otherwise specifically disposed of herein are hereby disposed of in 
a manner consistent with the conclusions contained herein. 

IT IS FURTHER ORDERED that the $2,882,956 original cost of water plant in 
service for Apple Canyon Utility Company at December 31, 2011, as reflected on Staff’s 
Schedule 8.07, is unconditionally approved as the original costs of plant. 

IT IS FURTHER ORDERED that the $1,504,265 original cost of water plant in 
service for Lake Wildwood Utilities Corporation at December 31, 2011, as reflected on 
Staff’s Schedule 8.07 is unconditionally approved as the original costs of plant. 

IT IS FURTHER ORDERED that subject to the provisions of Section 10-113 of 
the Public Utilities Act and 83 Ill. Adm. Code 200.880, this Order is final; it is not subject 
to the Administrative Review Law. 
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By Order of the Commission this 6th

 
 day of August, 2013. 

 
 
       (SIGNED) DOUGLAS P. SCOTT 
 
 
         CHAIRMAN 
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