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I. INTRODUCTION 1 

Witness Identification and Background 2 

Q. Please state your name and business address. 3 

A. My name is William H. Atwood Jr.  My business address is 527 East Capitol 4 

Avenue, Springfield, Illinois  62701. 5 

 6 

Q. Please describe your present position and its responsibilities. 7 

A. I am presently employed as a Water Engineer in the Water Engineering Program 8 

of the Safety & Reliability Division of the Illinois Commerce Commission (“ICC” or 9 

“Commission”).  My responsibilities include reviewing and analyzing tariff filings 10 

related to rates, rules, regulations, and conditions of service for water and sewer 11 

service; reviewing applications for certificates of public convenience and 12 

necessity; conducting inspections of public water and sewer facilities; reviewing 13 

information regarding the prudence of Qualifying Infrastructure Plant investment 14 

costs; reviewing requests for general increases in rates for water and sewer 15 

service; reviewing applications for approval of proposed reorganizations; and 16 

presenting expert witness testimony at Commission hearings. 17 

 18 

Q. Please describe your professional experience.   19 

A. I have been employed by the Commission since February 2006.  Prior to joining 20 

the Commission, I was employed by the Illinois Department of Transportation 21 

(“IDOT”) - Division of Highways/District 6 as a civil engineer for approximately 22 

four years.  Prior to IDOT, I was with a private consulting engineering firm for 23 
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twelve years where I was project manager on wastewater and potable water 24 

projects.  Before my consulting engineering work, I was employed at the Illinois 25 

Environmental Protection Agency (“IEPA”) - Division of Water Pollution Control 26 

as an engineer for approximately six years.    27 

 28 

Q. Please describe your educational background. 29 

A. I received a Bachelor of Science Degree in Civil Engineering from the University 30 

of Illinois at Urbana-Champaign in 1983.  I became a Licensed Professional 31 

Engineer (“P.E.”) in the State of Illinois in January of 1991. 32 

 33 

Q. Please describe your professional affiliations. 34 

A. I am a member of the American Water Works Association (“AWWA”) and the 35 

Water Environment Federation (“WEF”). 36 

  37 

Q. Have you previously provided expert testimony in regulatory matters? 38 

A. Yes.  I have previously provided testimony before the Illinois Pollution Control 39 

Board while working at the IEPA.  I also have previously provided testimony 40 

before the Commission on numerous issues related to my responsibilities. 41 

 42 

Purpose of Testimony 43 

Q.  What is the purpose of your testimony in this proceeding? 44 

A.  The purpose of my testimony is to: (1) provide background information on the 45 

Joint Application, (2) summarize the proposed reorganization, (3) describe the 46 

provisions of the Illinois Public Utilities Act (“Act) applicable to the proposed 47 
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transaction, (4) review information provided by the Joint Applicants to determine 48 

whether the Joint Applicants have satisfied the conditions of Sections 7-49 

204(b)(1), (b)(5), (b)(6) and (b)(7) of the Act, and (5) provide my recommendation 50 

to the Commission.   51 

 52 

II. BACKGROUND AND SUMMARY OF PROPOSED REORGANIZATION  53 

Q.  What is the purpose of this proceeding?  54 

A.  On April 12, 2012, Corix Utilities (Illinois) LLC (“Corix” or “CUI”), Hydro Star, LLC 55 

(“Hydro Star” or “HS”), Utilities, Inc. (“UI”), and UI’s 23 Illinois Operating 56 

Subsidiaries (“UI Illinois Operating Subsidiaries”) (collectively “Joint Applicants”), 57 

filed an application seeking Commission approval for a reorganization pursuant 58 

to Sections 7-204 and 7-204A of the Act.  The Joint Applicants seek approval of 59 

the acquisition of Hydro Star by Corix.1 60 

 61 
Q. Please describe UI and its Illinois territory.   62 

A. UI owns approximately 75 water and sewer utilities in 15 states, and has been 63 

involved in the water and sewer industry for over 40 years.2  It currently has 64 

twenty-three operating subsidiaries located within 11 counties in northern Illinois.  65 

The UI Illinois Operating Subsidiaries provide water and/or sanitary sewer 66 

service to a total of approximately 15,500 customers and range in size from 52 67 

customers to 2744 customers.3 68 

                                            
1
  Direct Testimony of Steven M. Lubertozzi, p. 4. 

2
  Joint Application, p.2; Direct Testimony of Steven M. Lubertozzi, p. 4. 

3
  Illinois Commerce Commission, Illinois Public Water and Sewer Utilities, Number of Customers and 

Annual Revenues (Jan. 3, 2012), available at  
http://www.icc.illinois.gov/waterandsewer/ratecomparisons.aspx 
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 69 

III. APPLICABLE STATUTORY PROVISIONS 70 

Q.  Please describe Section 7-204 of the Act? 71 

A. Section 7-204 of the Act governs reorganizations of Illinois public utilities.  Under 72 

Section 7-204(b), no reorganization shall take place without prior Commission 73 

approval.  Section 7-204(b) further provides that the Commission shall not 74 

approve a proposed reorganization if the Commission finds that the 75 

reorganization will adversely affect the utility’s ability to perform its duties under 76 

the Act.  77 

 78 

Q. Does Section 7-204 of the Act require that the Commission make certain 79 

findings before approving a proposed reorganization?  80 

A. Yes.  Section 7-204(b) lists seven findings the Commission must make before it 81 
may approve a reorganization.  In reviewing any proposed reorganization, the 82 
Commission must find that: 83 

 84 
 (1)  the proposed reorganization will not diminish the utility’s 85 

ability to provide adequate, reliable, efficient, safe and least-86 
cost public utility service; 87 

 88 
 (2)  the proposed reorganization will not result in the 89 

unjustified subsidization of non-utility activities by the utility 90 
or its customers; 91 

 92 
 (3)  costs and facilities are fairly and reasonably allocated 93 

between utility and non-utility activities in such a manner that 94 
the Commission may identify those costs and facilities which 95 
are properly included by the utility for ratemaking purposes; 96 

 97 
 (4)  the proposed reorganization will not significantly impair 98 

the utility’s ability to raise necessary capital on reasonable 99 
terms or to maintain a reasonable capital structure; 100 

 101 
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 (5)  the utility will remain subject to all applicable laws, 102 
regulations, rules, decisions and policies governing the 103 
regulation of Illinois public utilities;  104 

 105 
 (6)  the proposed reorganization is not likely to have a 106 

significant adverse effect on competition in those markets 107 
over which the Commission has jurisdiction; 108 

 109 
 (7)  the proposed reorganization is not likely to result in any 110 

adverse rate impacts on retail customers. 111 
 112 

Q. Does Section 7-204 of the Act require the Commission to consider anything 113 

else before approving a reorganization?   114 

A. Yes.  Section 7-204(c) states: 115 
 116 

 (c) The Commission shall not approve a reorganization without 117 
ruling on: (i) the allocation of any savings resulting from the 118 
proposed reorganization; and (ii) whether the companies should be 119 
allowed to recover any costs incurred in accomplishing the 120 
proposed reorganization and, if so, the amount of costs eligible for 121 
recovery and how the costs will be allocated.   122 

 123 

Q.  May the Commission impose conditions or requirements in approving a 124 

reorganization? 125 

A. Yes.  Section 7-204(f) states: 126 

 (f) In approving any proposed reorganization pursuant to this 127 
Section, the Commission may impose such terms, conditions or 128 
requirements as, in its judgment, are necessary to protect the 129 
interests of the public utility and its customers.  130 

 131 
132 



Docket No. 12-0279 
ICC Staff Exhibit 3.0 

7 

IV. STATUTORY FINDINGS  133 

Section 7-204(b)(1)  134 

Q.  Do you agree that the proposed reorganization will not diminish the UI 135 

Illinois Operating Subsidiaries’ ability to provide adequate, reliable, 136 

efficient, safe and least-cost public utility service?  137 

A.  Yes.  The Joint Applicants make clear in their Joint Application, Direct Testimony 138 

and Data Request responses that the transaction occurs above the UI holding 139 

company level and that there will be no changes to the corporate existence, 140 

management or employees of UI and its 23 UI Illinois Operating Subsidiaries.4   141 

 142 

 The proposed reorganization does not change the ongoing obligations of the UI 143 

Illinois Operating Subsidiaries to provide quality service in Illinois.5  Currently all 144 

of UI’s Illinois Operating Subsidiaries have a Commission-approved contract with 145 

Water Service Corporation (“WSC”), which is a wholly-owned subsidiary of UI.6  146 

WSC provides administrative, engineering, operating, accounting, customer, 147 

construction, billing and legal services for each of the UI Illinois Operating 148 

Subsidiaries.7  These contracts will remain in place with respect to each UI Illinois 149 

Operating Subsidiary and will not be affected by the proposed reorganization.8  150 

 151 

 In addition, the proposed reorganization is not expected to have a material 152 

impact on the management or employees at the UI Illinois Operating 153 

                                            
4
  Joint Application, p.3; Direct Testimony of Steven M. Lubertozzi, pp. 4-5. 

5
  Joint Application, p.4; Direct Testimony of Steven M. Lubertozzi, pp. 6-9. 

6
  Joint Application, p.5; Direct Testimony of Steven M. Lubertozzi, p. 7. 

7
  Joint Application, p. 5; Direct Testimony of Steven M. Lubertozzi, pp. 8-9. 

8
  Joint Application, p.5; Direct Testimony of Steven M. Lubertozzi, p. 7.  
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Subsidiaries.  No office consolidations, work force reductions or changes to the 154 

manner of operation are anticipated.9  Any workforce changes that do occur are 155 

expected to result from events encountered in the ordinary course of business 156 

(i.e., from attrition, retirements, and other voluntary measures).10  I find no reason 157 

to dispute the Joint Applicants’ assertion that the proposed reorganization will not 158 

diminish the ability of the UI Illinois Operating Subsidiaries to provide adequate, 159 

reliable, efficient, safe, and least-cost public utility service. 160 

 161 

Section 7-204(b)(5)  162 

Q.  Will the UI Illinois Operating Subsidiaries remain subject to all applicable 163 

laws, regulations, rules, decisions and policies governing the regulation of 164 

Illinois public utilities?  165 

A.  Yes.  The UI Illinois Operating Subsidiaries are, and will remain, public utilities as 166 

defined in Section 3-105 of the Act.  Therefore, they will continue to be subject to 167 

all applicable laws, regulations, rules, decisions and policies governing the 168 

regulation of Illinois public utilities following the proposed reorganization.  As 169 

stated in the Joint Application and, as Joint Applicants’ witness Steven M. 170 

Lubertozzi testified, the proposed transaction will not change the legal status of 171 

the UI Illinois Operating Subsidiaries.11  They will be subject to the same laws, 172 

regulations, rules, decisions and policies after the transaction that they were 173 

                                            
9
  Joint Application, p. 5; Direct Testimony of Steven M. Lubertozzi, pp. 4-5, 6-9; Joint Applicants 

Response to Attorney General DRs AG 1.11(A) & (C) and AG 2.2. (Attachment A). 
10

  Direct Testimony of Steven M. Lubertozzi, p. 7. 
11

  Joint Application, pp.3-4; Direct Testimony of Steven M. Lubertozzi, pp. 11-12. 
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subject to before the transaction.12  Therefore, they will continue to be subject to 174 

the jurisdiction of the Commission, and subject to all applicable laws, regulations, 175 

rules, decisions and policies governing the regulation of Illinois public utilities.  In 176 

addition, the transaction will not require any change in the rules, regulations, and 177 

conditions of service tariffs for the provision of any services provided in Illinois.13 178 

 179 

Section 7-204(b)(6)  180 

Q. Is the proposed reorganization not likely to have a significant adverse 181 

effect on competition in those markets over which the Commission has 182 

jurisdiction?  183 

A.  Yes, it is not likely the proposed reorganization will have a significant adverse 184 

effect on competition in markets over which the Commission has jurisdiction.  185 

The primary change that is occurring is the changing of a parent company, and 186 

UI will survive as a wholly-owned subsidiary of Corix.14  As the Joint Applicants 187 

have pointed out, the new parent company, Corix, does not currently provide any 188 

water or sewer services in Illinois, and has no current plans to enter the Illinois 189 

market.15  No operations, lines, plants, franchises, or permits of the UI Illinois 190 

Operating Subsidiaries will merge with the lines, plants, franchises, or permits of 191 

any other Corix subsidiary.16  In addition, no competitors will be eliminated as a 192 

                                            
12

  Joint Application, p.4; Direct Testimony of Steven M. Lubertozzi, pp. 11-12. 
13

  Direct Testimony of Steven M. Lubertozzi, p. 7. 
14

  Joint Application, pp. 2-4. 
15

  Joint Application, p.4; Direct Testimony of Steven M. Lubertozzi, p.12. 
16

  Direct Testimony of Steven M. Lubertozzi, p. 7. 
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result of the proposed reorganization; therefore, no concentration of the water 193 

and sewer utility industry will occur.17 194 

 195 

 After completion of the proposed reorganization, the UI Illinois Operating 196 

Subsidiaries will continue to operate in their current certificated service territories 197 

and under the same market conditions that existed prior to the reorganization.  198 

Staff agrees with the Joint Applicants that the proposed reorganization is not 199 

likely to have a significant adverse effect on competition in those markets over 200 

which the Commission has jurisdiction. 201 

 202 

Section 7-204(b)(7) 203 

Q.  Is the proposed reorganization likely to result in any adverse rate impacts 204 

on retail customers?  205 

A. No.  The proposed reorganization is not likely to result in any adverse rate 206 

impacts on retail customers.  The Joint Applicants are not requesting any rate 207 

increases or changes to tariffs as a result of the proposed reorganization.18  In 208 

addition, the Joint Applicants are not seeking recovery of costs associated with 209 

the proposed reorganization.19  Therefore, the reorganization will not result in an 210 

increased cost-of-service or an increase in rates.  Because the Joint Applicants 211 

plan to operate under current rates without interruption or change, I see no 212 

adverse rate impacts on customers.   213 

                                            
17

  Joint Application, p. 4; Direct Testimony of Steven M. Lubertozzi, pp.12-13. 
18

  Direct Testimony of Steven M. Lubertozzi, pp.7 & 13; Joint Applicants’ Response to Attorney General 
DRs AG 1.27 & AG 1.28(b).  (Attachment A) 
19

  Joint Application, p.5; Direct Testimony of Steven M. Lubertozzi, p.13; Joint Applicants’ Response to 
Attorney General DRs AG 1.22 and AG 1.28(b). (Attachment A) 
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V. RECOMMENDATION AND CONCLUSION  214 

Q.  What is your recommendation to the Commission?  215 

A.  I recommend that the Commission find that the proposed reorganization meets 216 

the conditions of Sections 7-204(b)(1), (b)(5), (b)(6) and (b)(7) of the Act.  217 

 218 

Q.  Does this conclude your direct testimony? 219 

A.  Yes, it does. 220 
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AG 1.11. A.  What effect will the reorganization described in this docket have on the Water 
Services Company that currently provides employees and other services to the 
Illinois operating entities?   

 

B.  Identify differences, if any, between the current Utilities, Inc. Water Services 
Company and the Corix Water Services, Inc. entity identified in the corporate 
structure in Exhibit C to the Joint Application. 
 
C.  Identify any and all changes in services or operations provided by the current 
Utilities, Inc. Water Services Company to Utilities, Inc. operating entities if the 
reorganization is approved, including changes of personnel and resources.   
 
 
 

 
 
Response: A. No changes are anticipated at this time and Water Services Corporation 

will still be in place. 
  

B. The two companies are unrelated and provide different services.  Water 
Services Corporation is Utilities, Inc.’s services organization and is shown in the 
organizational chart responsive to AG 1.3.  Corix Water Services Inc. is a non-
regulated Canadian organization that provides a complete range of services for 
water distribution systems including repair and maintenance of fire hydrants, 
preventative maintenance, inspection, fire flow testing, and testing and 
maintenance of large water meters in accordance with AWWA standards to 
customers such as municipalities, contractors, property management companies, 
resorts and private property owners.  It is not anticipated that Corix Water 
Services Inc. will provide any services to UI or its operating subsidiaries. 

  
 C. None changes are anticipated at this time. 
. 
 
 
 
Prepared by: Steven M. Lubertozzi 
  (847) 897-6510 
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22 
 

 
AG 1.22. Though the transaction itself will not require a change in rates, will a change in 

rates be required as a result of other anticipated costs? 
 
 
 
 
Response: Costs related to the transaction will not impact rates to customers  
 
 
 
Prepared by: Steven M. Lubertozzi 
  (847) 897-6510 
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AG 1.27. If UI is acquired, what changes are anticipated from the increase in the size of 

Corix, and will these changes affect the rates for water and/or waste water 
service? 

 
 
 
Response: The acquisition of Utilities, Inc. will result in a larger company with a 

significantly increased geographic scope. Because the current Utilities, Inc. 
operations are in states where Corix does not currently have utility operations, it is 
not anticipated that there will be any change to the utility operations that are part 
of Utilities, Inc. and there will be no impact on customer rates. 

. 
 
 
 
Prepared by: Steven M. Lubertozzi 
  (847) 897-6510 
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AG 1.28. If the transaction is approved in all states, are any changes anticipated to (a) 
improve efficiency or (b) change the rate structure in Illinois or any other state? 

 
 
 

Response: a) Corix’s indirect ownership of the Illinois Subsidiaries will enhance the 
reliability, efficiency and safety of service provided to the customers in the 
Illinois Subsidiaries’ service territories.  This will be achieved primarily through 
access to the financial resources and the wide range of utility operations 
experience of Corix.  UI, when owned by Corix, will remain committed to 
providing adequate, efficient, safe and least-cost service to its customers.  The 
Corix Group is an experienced utility owner and operator and is fit, willing and 
able to finance, own and operate Utilities, Inc. and its Illinois Subsidiaries. 

b) The Joint Applicants do not contemplate any rate increase as a result of 
proposed Transaction, and the Transaction will not require any change in rates, 
terms or conditions for the provisions of any service provided in Illinois.  
Additionally, the Joint Applicants do not seek recovery of costs related to the 
proposed Transaction. 

. 
 
 
 
Prepared by: Steven M. Lubertozzi 
  (847) 897-6510 
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AG 2.2 In the Joint Application, para. 10, it is asserted that “CUI, like UI, is committed to 
providing adequate, efficient, safe and least-cost service to its customers.  UI 
Operating Subsidiaries’ customers will continue to receive oversight from a 
seasoned management team and necessary funding to keep the UI Operating 
Subsidiaries in compliance.  The transaction with therefore not adversely affect 
the UI Operating Subsidiaries’ ability to provide adequate, efficient, safe and 
least-cost service to its customers.”   Please identify the “seasoned management 
team” that CUI expects to use after the reorganization. 

Response: Corix expects to maintain the current management team from Utilities Inc.  

 

 

Prepared by: Steven M. Lubertozzi 
 (847) 897-6510 
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