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Witness Identification 1 

Q. Please state your name and business address. 2 

A. My name is Mary H. Everson. My business address is 527 East Capitol Avenue, 3 

Springfield, Illinois 62701. 4 

Q. Please describe your professional background and affiliations. 5 

A. I have a Bachelor of Science in Accounting from the University of Central Florida. 6 

I am a Certified Public Accountant licensed to practice in the State of Illinois.  I 7 

joined the staff of the Illinois Commerce Commission (“Staff”) in February 1999. 8 

Prior to joining Staff, I was employed in industry as a financial analyst and in 9 

government as an internal auditor. 10 

Q. Have you previously testified before any regulatory bodies? 11 

A. Yes. I have testified on several occasions before the Illinois Commerce 12 

Commission (“Commission”). 13 

Purpose of Testimony 14 

Q. What is the purpose of your testimony in this proceeding? 15 

A. The purpose of my testimony is to evaluate the Forestview Utilities Corporation’s 16 

(“Forestview”), North Forestview Properties, LLC’s (“NFP”) and Central Illinois 17 

Land Incorporated’s (“CILI”) (collectively “Joint Applicants”) joint application for 18 

approval of a change in the ownership of Forestview.  Specifically, my testimony 19 

addresses Sections 7-204(b)(2), 7-204(b)(3) and 7-204(c) of the Public Utilities 20 

Act (“Act”) with respect to the reorganization application.  My testimony 21 



Docket No. 12-0290 
ICC Staff Exhibit 2.0 

 

2 
 

addresses whether the Joint Applicants satisfy the conditions of Sections 7-22 

204(b)(2) and 7-204(b)(3) of the Act to obtain approval of the proposed 23 

reorganization.  In addition to my recommendations regarding Sections 7-24 

204(b)(2) and 7-204(b)(3), I provide a recommendation to the Commission 25 

regarding its ruling pursuant to Section 7-204(c) of the Act. 26 

Section 7-204(b)(2) and (3) of the Act 27 

Q. Describe Section 7-204(b)(2). 28 

A. Section 7-204(b)(2) requires that, before approving a proposed reorganization, 29 

the Commission find that the proposed reorganization will not result in the 30 

unjustified subsidization of non-utility activities by the utility or its customers. 31 

 32 

Q. How do the Joint Applicants address the standard in Section 7-204(b)(2) in 33 
their testimony? 34 

A. Forestview is a small sewer company regulated under Section 4-101 of the Act. 35 

Forestview witness Kenneth D. Schrock addresses the issue of unjustified 36 

subsidization in his direct testimony.1  He states that Forestview does not engage 37 

in any non-utility activities.2  Therefore, he concludes that the proposed 38 

reorganization will not result in any subsidization of non-utility activities by the 39 

utility or its customers.3

Q. Do you agree with his conclusion? 41 

  40 

A. Not necessarily.  Forestview has two affiliated companies, CILI and Kenneth D. 42 

                                            
1  Direct Testimony of Kenneth D. Schrock, p.4.   
2  Id. 
3  Id. 
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Schrock, CPA, that engage in non-utility activities in addition to performing 43 

certain functions for Forestview4

CILI, is an “affiliated interest” of Forestview as that term is defined in Section 7-45 

101(2)(ii) of the Act.

.  44 

5  CILI provides office space and occasional consulting 46 

services to Forestview.6  CILI also owns 100% of Forestview and the two 47 

companies have common directors.7

 Kenneth D. Schrock, CPA is also an “affiliated interest” of Forestview as that 52 

term is defined in Section 7-101(2)(ii) of the Act.  Kenneth D. Schrock, CPA 53 

currently provides and will continue to provide accounting services and clerical 54 

and secretarial services to Forestview.

  Joint Applicants state that Forestview has 48 

in place a Commission-approved affiliate agreement with CILI that will not require 49 

revision because the change in ownership will not impact the operations of 50 

Forestview.  51 

8  Kenneth Schrock is also a member of 55 

the Board of Directors of CILI, is a member and manager of North Forestview 56 

Properties, and is the sole owner of Kenneth D. Schrock, CPA.9

 58 

   57 

 Thus, before I can evaluate whether the proposed reorganization will not result in 59 

any subsidization of non-utility activities by the utility or its customers I must 60 

review the affiliate agreement between Forestview and Kenneth D. Scrock, CPA.   61 
                                            
4 Joint Applicants’ Response to Staff Data Request (“DR”) MHE 1.02. The Joint Applicants’ responses to 
Staff DRs that are cited in my testimony are included in Attachment A. 
5 220 ILCS 5/7-101(2)(ii)(a), (e), (f).   
6  Joint Applicants’ Response to Staff DR MHE 1.02. 
7 Direct Testimony of Kenneth D. Schrock, p.1, 3.   
8 Joint Applicants’ Response to Staff DR MHE 1.02. 
9 Direct Testimony of Kenneth D. Schrock, pp. 1-2; Joint Applicants’ Response to Staff DR MHE 2.01(a)-
(b). 
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Q. Do you agree with Joint Applicants’ assertion that Forestview’s current 62 

affiliate agreement with CILI is sufficient to protect utility ratepayers from 63 

subsidization of non-utility activities? 64 

A. No.  Forestview has an affiliate agreement with CILI, but not with Mr. Schrock.  65 

Mr. Schrock, through his CPA firm, provides services to Forestview but does not 66 

currently have an affiliate agreement with Forestview.  Thus, Forestview should 67 

prepare an additional affiliate agreement to include the terms and conditions for 68 

the accounting, clerical and secretarial services provided by Kenneth C. Schrock, 69 

CPA.10

 71 

   70 

Q. Does an affiliate agreement need to be approved by the Commission? 72 

A. Yes.  Section 7-101 requires transactions with affiliated interests to be approved 73 

by the Commission to safeguard the public interest.  Any contract or arrangement 74 

with an affiliated interest that has not been consented to or excepted by the 75 

Commission under Section 7-101 of the Act is void.  76 

 77 

Q. Describe Section 7-204(b)(3). 78 

A. Section 7-204(b)(3) requires that, before approving a proposed reorganization, 79 

the Commission find that costs and facilities are fairly and reasonably allocated 80 

between utility and non-utility activities in such a manner that the Commission 81 

                                            
10  Joint Applicants appear prepared to document and seek Commission approval of the arrangement 
between Forestview and Kenneth D. Schrock, CPA.  In response to Staff DR MHE 2.01, the Joint 
Applicants responded: “Neither Kenneth D. Schrock nor Forestview would object to revising the current 
Forestview-CILI affiliate agreement to include Kenneth D. Schrock, CPA.  The arrangement between the 
two entities should be reflected separately in an affiliate agreement. 
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may identify those costs and facilities which are properly included by the utility for 82 

ratemaking purposes. 83 

 84 

Q. Does an affiliate agreement make it possible to determine that costs and 85 

facilities are fairly and reasonably allocated between utility and non-utility 86 

activities in such a manner that the Commission may identify those costs 87 

and facilities which are properly included by the utility for ratemaking 88 

purposes?   89 

A. Yes.  The terms and conditions set forth in the affiliate agreement determine the 90 

services which can be provided, the methodology for calculating the charges, 91 

and the payment terms agreed to by the parties to the agreement.  When the 92 

Commission reviews a company’s rate request filing, the transactions with 93 

affiliates must be in compliance with the affiliate agreement for inclusion in the 94 

determination of rates.  95 

Q. Does the lack of an affiliate agreement with Kenneth D. Schrock, CPA affect 96 

your recommendation regarding whether the Joint Applicants have 97 

satisfied the conditions of Sections 7-204(b)(2) and (3) of the Act? 98 

A. Yes.  Until Forestview petitions the Commission for approval of an affiliate 99 

agreement reflecting the accounting, clerical, secretarial and other services 100 

provided by Kenneth D. Schrock, CPA, the Commission cannot make the 101 

findings in Sections 7-204(b)(2) and  7-204(b)(3) of the Act.  Therefore, I cannot 102 

recommend approval of the change in ownership sought by the Joint Applicants 103 

until Forestview obtains Commission approval of an affiliate agreement with 104 
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Kenneth D. Schrock, CPA. 105 

Section 7-204(c) 106 

Q. Describe the ruling the Commission must make to comply with Section 7-107 

204(c).   108 

A. Section 7-204(c) provides that the Commission shall not approve a 109 

reorganization without ruling on:  1) the allocation of any savings resulting from 110 

the proposed reorganization; and 2) whether the companies should be allowed to 111 

recover any costs incurred in accomplishing the proposed reorganization and, if 112 

so, the amount of costs eligible for recovery and how the costs will be allocated. 113 

 114 

Q. Please describe the Joint Applicants’ proposal regarding the allocation of 115 

savings resulting from the proposed reorganization and the recovery of 116 

any costs incurred in accomplishing the proposed reorganization. 117 

A. Joint Applicants’ witness Kenneth D. Schrock states at page 6 of his direct 118 

testimony that the Joint Applicants do not anticipate any savings to result 119 

from the proposed transaction because the transaction only involves a 120 

change of ownership.11  In addition, Mr. Schrock states that the Joint 121 

Applicants will not seek recovery of any transaction costs for ratemaking 122 

purposes.12

Q. What is your recommendation regarding Section 7-204(c)? 124 

   123 

A. I recommend that the Commission rule that: 125 

                                            
11 Direct Testimony of Kenneth D. Schrock, p. 6.  
12 Id. 
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1)  The allocation of any savings resulting from the proposed reorganization 126 

flow through to the costs associated with Forestview’s operations for 127 

consideration in setting rates by the Commission; and 128 

2)  The Joint Applicants not be allowed to recover any costs incurred in 129 

accomplishing the proposed reorganization in future rate proceedings. 130 

 131 

Summary of Recommendations 132 

Q.  Please summarize your recommendations. 133 

A. I recommend the Commission: 134 

 1) Find the Joint Applicants have not satisfied the condition of Section 7-135 

204(b)(2), inasmuch as the proposed reorganization could result in the 136 

unjustified subsidization of non-utility activities by the utility or its 137 

customers due to the lack of an affiliate agreement that considers the 138 

services of Kenneth C. Schrock, CPA. 139 

 2) Find the Joint Applicants have not satisfied the condition of Section 7-140 

204(b)(3), inasmuch as it cannot be determined that costs and facilities 141 

are fairly and reasonably allocated between utility and non-utility activities 142 

in such a manner that the Commission may identify those costs and 143 

facilities that are properly included by the utility for ratemaking purposes 144 

due to the lack of an affiliate agreement that addresses the terms and 145 

conditions of services performed for Forestview by Kenneth D. Schrock 146 

CPA. 147 

 3) To comply with Section 7-204(c) the Commission should rule that:  148 
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1)  The allocation of any savings resulting from the proposed reorganization 149 

flow through to the costs associated with Forestview’s operations for 150 

consideration in setting rates by the Commission; and 151 

2)  The Joint Applicants not be allowed to recover any costs incurred in 152 

accomplishing the proposed reorganization in future rate proceedings. 153 

 154 

Due to the Joint Applicants’ failure to satisfy the conditions of Sections 7-155 

204(b)(2) and 7-204(b)(3), I cannot recommend that the Commission approve the 156 

proposed reorganization until such time as Forestview files a petition with the 157 

Commission for approval of an affiliate agreement with Kenneth D. Schrock, 158 

CPA, the Commission approves the agreement, and I have reviewed the 159 

agreement and have determined that the Joint Applicants have satisfied the 160 

conditions of Sections 7-204(b)(2) and 7-204(b)(3).   161 

 162 

Conclusion 163 

Q. Does this question end your prepared direct testimony? 164 

A. Yes. 165 
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