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Q. Please state your name and business address.1

A. My name is Roy A. King.  My business address is 527 East Capitol Avenue,2

Springfield, Illinois, 62701.3

4

Q. By whom are you employed and in what capacity?5

A. I am employed by the Illinois Commerce Commission (Commission) as an6

Economic Analyst in the Water Department of the Financial Analysis Division7

(FAD).8

9

Q. How long have you been employed by the Commission?10

A. Since August of 1979.11

12

Q. Will you please briefly state your qualifications?13

A. I graduated from Chicago Technical College in 1970 with a Bachelor of Science14

degree in Architectural Engineering. 15

16

From 1970 to May 1979, I served with the U.S. Navy.  My assignments included17

those of Maintenance Supervisor, Instructor, Counselor for a Drug and Alcohol18

Program, and managing a division of 30 men and its related equipment.  Since19

August 1979, I have been continuously employed by the Commission.  Until mid-20

1982, I was assigned to the Public Utilities Division, Engineering Department, Gas21

and Electric Section as a Utility Engineer.  My duties were to assist the Chief Gas22
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Engineer and the Chief Engineer in the administration of all engineering matters1

associated with the regulation of privately owned gas and electric utilities in the2

State of Illinois.  During this period, my duties included (1) evaluating rate filings3

and rules and regulations filings, (2) assisting the Consumer Services Division,4

upon request, in handling investigations and correspondence relating to electric5

and gas inquiries and complaints, (3) evaluating testimony presented by the utili-6

ties and conducting cross-examination, (4) testifying on behalf of Staff in applica-7

tions for Certificates of Convenience and Necessity  (Certificates), rate proceed-8

ings and other formal cases which contain issues requiring review by the Engi-9

neering Department, and (5) processing other work as directed by the Chief Engi-10

neer.11

12

In 1982, Staff functions were reorganized and I was assigned to the Water and13

Sewer Section within the Engineering Department.  My duties were very similar to14

those previously described, except that I worked on matters associated with wa-15

ter and sewer utilities.16

17

In November of 1992, engineering and rate matters for water and sewer utilities18

were transferred to the Office of Policy and Planning (OPP) and I was assigned19

to OPP.  My duties included (1) evaluating rate schedule filings, and rules and20

regulations filings, (2) assisting the Consumer Services Division, upon request, in21

handling inquiries and complaints, (3) evaluating testimony presented by the utili-22
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ties and conducting cross-examination, (4) testifying on behalf of Staff in applica-1

tions for Certificates, rate proceedings, and other formal cases which contain is-2

sues requiring review by OPP, and (5) reviewing cost-of-service studies for the3

water and sewer utilities when so assigned.4

5

In 1997, Staff’s functions were reorganized and I was assigned to the Rates6

Department within FAD (formerly Public Utilities Division).  In 2000, Staff’s func-7

tions were reorganized forming a Water Department and I was assigned to the8

Water Department.   My duties are the same as those previously described.9

10

Since being employed by the Commission, I have received an Associates Degree11

in Business Administration from Lincoln Land Community College, Springfield, Illi-12

nois, and in 1985, I received a Bachelor of Arts Degree in Management from the13

University of Illinois, Springfield (formerly Sangamon State University), Springfield,14

Illinois.15

16

In addition, I have attended a number of courses regarding utility regulation,17

including several sponsored by the National Association of Regulatory Utility18

Commissioners (NARUC).  I completed a one-week utility rate seminar co-19

sponsored by the NARUC Water Committee and the University of Utah Center for20

Continuing Education.  I have also completed a course in Sewage Treatment Plant21

Operations which was sponsored by the Environmental Training Resource Center22
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at Southern Illinois University and three courses in depreciation practices which1

were sponsored by Depreciation Programs, Inc.2

3

Q. Are you a member of any professional organizations?4

A. Yes, I am a member of the Illinois Potable Water Operator’s Association,  Illinois5

Section of the American Water Works Association and American Water Works6

Association.7

8

Q. What is the purpose of these proceedings?9

A. Utilities, Inc. and Holiday Hills Utilities, Inc. (Holiday Hills or Company) has10

petitioned the Illinois Commerce Commission to purchase Community Service11

Corporation (Community) and merge Community into Holiday Hills.12

13

Q. What is your assignment in this case?14

A.  I was assigned by the Director of the Water Department to participate on behalf15

of the department to examine Holiday Hills’ petition to assess the reasonableness16

of its request for the merger.  Specifically, I am responsible for presenting testi-17

mony concerning the reasonableness of the merger and if the merger is in the18

best interest of the customers.19

 20

Q. Are you familiar with the testimony and exhibits presented by Holiday Hills’21

witness Ms. Erin Nicholas?22
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A.  Yes, I have personally reviewed the testimony and exhibits presented by Ms.1

Nicholas.2

 3

Q. Do you agree with Ms. Nicholas’ testimony on page 4, that the acquisition is4

in the public interest to its customers?5

A.  Yes.  Based on my experience with the Commission,  I have found that some of6

the smaller utilities have water quality problems, inadequate service, and/or finan-7

cial instability.  Some of these utilities have created problems for the Commis-8

sion’s Staff and its customers.   Most of the water quality and inadequate service9

problems stems from the owners inability to raise the necessary funds to make10

capital improvements or large repairs to the water distribution system.  In some11

instances, owners are required to utilize their homes as collateral to raise neces-12

sary funds for the capital improvements from bank institutions.  In this situation, if13

Holidays Hills acquires Community there are several advantages.   First,  the ac-14

quisition of Community by Holiday Hills would provide the customers in the service15

area with a higher level of technical expertise and resources to meet the changing16

environmental regulations of the water industry.  Second, the acquisition would17

provide for long term savings to the customers of Community and Holiday Hills. 18

This is achieved  through better economics of scale and operating efficiencies as-19

sociated with spreading expenses, such as management, operators and chemi-20

cals, over a wider customer base.   Third, the acquisition would allow a larger util-21

ity easier access to the capital needed to make improvements at a lower cost of22
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debt, than a small utility.  For the above reasons, in my opinion, the acquisition1

would be in the public interest.2

3

Q. Has Holiday Hills demonstrated that the proposed acquisition of Community4

is the least-cost method of providing water service to the customers in the5

service area?6

A.  Yes.   Ms. Nicholas has provided information in her direct testimony on page 47

indicating the benefits to Community’s customers through Holiday Hills association8

with its parent company, Utilities, Inc.  In my opinion, the most cost efficient9

method for providing water service to the customers is to receive service from a10

larger entity, such as Utilities, Inc.  11

12

Q. Do existing customers of Utilities, Inc. also benefit from this acquisition?13

A. Yes.  Although Community’s service area is small, the acquisition of this area may14

provide Utilities, Inc. additional opportunity for growth in McHenry County. 15

Through customer growth, Utilities, Inc. can achieve long-term cost savings from16

the realization of economics of scale and operating efficiencies that result from the17

spreading of common administrative expenses, such as on-staff engineers, ac-18

countants and managers over a wider customer base, therefore, keeping water19

rates lower.20

21

 Q. In your opinion, will Holiday Hills continue to be subject to all applicable22
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laws, regulations, rules, decisions and policies governing the regulation of1

the Illinois Public Utilities Act after the merger?2

A. Yes, Holiday Hills will continue to be under the jurisdiction of the Illinois Commerce3

Commission and therefore, to the best of my knowledge, would continue to be4

subject to all applicable laws, regulations, rules, decisions and policies governing5

the regulation of public utilities.6

7

Q. After reviewing the Company’s testimony and exhibits, in your opinion has8

Holiday Hills demonstrated that the proposed merger would not diminish9

the Company’s ability to provide adequate, reliable, efficient, and safe10

service to its customers?11

A.  Page 5 of  Holiday Hills’ petition, states, “the proposed reorganization will not12

diminish Holiday Hills Utilities, Inc.’s ability to provide adequate, reliable, efficient,13

safe and least-cost public utility services.”  Based on my working experience with14

Utilities, Inc., I have found no reason to dispute this statement regarding Holiday15

Hills’ ability to provide adequate, reliable, efficient, safe public utility services.16

17

Q. In your opinion, will the proposed acquisition of Community Service18

Corporation by Holiday Hills Utilities, Inc. result in any adverse rate impacts19

on the customers?20

A.  No.  Based on Ms. Nicholas’ testimony on page 9, Holiday Hills will provide water21

service to Community’s existing service area under the current water rates,    22
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rules, regulations and conditions of service.    Since the Company plans to operate1

under the current rates and rules, I see no adverse rate impact on the customers.2

 However, I do agree with Ms. Nicholas that the customer will experience some3

future rate increases as improvements are made to the water distribution system.4

In my opinion, rate increases will occur if ownership remains under Community5

Service Corporation.6

 7

The only immediate change Holiday Hills proposes, is to file new tariff sheets re-8

flecting the change in the Company’s name.  I would recommend that the revised9

tariff sheets be filed within 15 days of the order, and at that time Community’s tar-10

iffs be cancelled.  11

12

Q.  Have you reviewed Ms. Nicholas’ testimony concerning Holiday Hills plans13

to improve the water facilities?14

A. Yes, I have.15

 16

Q.  Based on your review of Ms. Nicholas testimony, in your opinion would the17

installation of another hydropneumatic storage tank improve the water fa-18

cilities and increase the efficiency of the water operation.19

A. Yes.  Currently, Community’s water distribution system does not have adequate20

storage capacity to comply with the Illinois Environmental Protection Agency’s21

(IEPA) storage requirement.  Under the Company’s proposal, the additional stor-22
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age tank would provide a benefit to the existing customers by reducing the electric1

expenses for pumping, increasing the storage capacity available for customers2

use and complying with IEPA’s requirements.3

4

Q. Based on the review of the above areas do you oppose the acquisition5

between Holiday Hills and Community?6

A. No. based on my review of the above areas, I do not oppose the merger.7

8

Q. Does this conclude your Direct Testimony?9

A Yes, it does.10



Community Service Corporation :
:
:

Application for (1) authorization to carry out the :
terms of a Purchase Agreement between :
Utilities, Inc. and Community Service Corpora- :
tion providing for the acquisition by the former :
of all of the assets of the latter (2) cancellation :
of the Certificate of Public Convenience and :
and Necessity currently held by Community :
Service Corporation and authorization for it to :
for it to abandon its public utility business :
issuance to Holiday Hills Utilities of a certificate :
of Public Convenience and Necessity for the :
properties and assets to be transferred to it : 00-0763
under the Purchase agreement and the service :
area currently served by Community Service :
Corporation; (4) authorization for Holiday Hills :
Utilities, Inc. to adopr for the service area :
presently served by Community Service :
Corporation, the rates, rules and regulations :
presently applicable in that area; (5) authoriza- :
tion for Holiday Hills Utilities, Inc. to enter into a :
service contrast with Water Service Corp., a :
subsidiary of Utilities, Inc., for the furnishing of :
certain administrative, engineering, operating, :
accounting, legal, construction, billing, and :
customer relations services by Water Service :
Corporation. :

CERTIFICATE OF SERVICE

I do hereby certify that copies of Direct Testimony of Tom Griffin, Roy King and Michael McNally, of the
Financial Analysis Division, were served upon the parties on the attached service list by first class mail,
proper postage prepaid, on the 8th day of February, 2001.

____________________________
Scott A. Struck
Supervisor
Accounting Department



COMMUNITY SERVICE CORPORATION
Docket No. 00-0763

Service List

Mr. Russell Cashmore
Community Service Corporation
PO Box 189
McHenry, IL  60051

Mr. Carl J. Wenz
Vice President, Regulatory Matters
Utilities, Inc., Holiday Hills Utilities, Inc.
2335 Sanders Road
Northbrook, IL  60062

ILLINOIS COMMERCE COMMISION

Terrance Hilliard, Hearing Examiner
Tom Griffin, Accounting Department
Scott Struck, Accounting Department
Roy King, Water Department
Michael McNally, FAD Division


