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1 Introduction 

2 Q. Please state your name and business address. 

3 A. My name is Scott J. Rubin. My business address is 333 Oak Lane, Bloomsburg, PA. 

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

5 A. I am an independent consultant and an attorney. My practice is limited to matters 

6 affecting the public utility industry. 

7 Q. What is the purpose of your testimony in this case? 

8 A. I have been asked by the Office of the Attorney General ("AG") to review the proposed 

9 transaction whereby Corix Infrastructure Inc. ("Corix") would indirectly acquire 100% 

10 ownership and control of Utilities, Inc. ("UI") and its Illinois operating utilities. 

11 Q. What are your qualifications to provide this testimony in this case? 

12 A. I have testified as an expert witness before utility commissions or courts in the District of 

13 Columbia, the province ofNova Scotia, and in the states of Alaska, Arizona, California, 

14 Connecticut, Delaware, Kentucky, Illinois, Maine, Maryland,New Hampshire, New 

15 Jersey, New York, Ohio, Pennsylvania, and West Virginia. I also have testified as an 

16 expert witness before two committees of the U.S. House of Representatives and one 

17 committee of the Pennsylvania House of Representatives. I also have served as a 

18 consultant to the staffs of the Connecticut Department of Public Utility Control and the 

19 Delaware Public Service Commission, as well as to several national utility trade 

20 associations, and state and local governments throughout the country. Prior to 

21 establishing my own consulting and law practice, I was employed by the Pennsylvania 

22 Office of Consumer Advocate from 1983 through January 1994 in increasingly 
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23 responsible positions. Fro~ 1990 until I left state government, I was one of two senior 

24 attorneys in that Office. Among my other responsibilities in that position, I had a major 

25 role in setting its policy positions on water and electric matters. In addition, I was 

26 responsible for supervising the technical staff of that Office. I also testified as an expert 

27 witness for that Office on rate design and cost of service issues. 

28 Throughout my career, I developed substantial expertise in matters relating to the 

29 economic regulation of public utilities. I have published articles, contributed to books, 

30 written speeches, and delivered numerous presentations, on both the national and state 

31 level, relating to regulatory issues. I have attended numerous continuing education 

32 courses involving the utility industry. I also have participated as a faculty member in 

33 utility-related educational programs for the Institute for Public Utilities at Michigan State 

34 University, the American Water Works Association, and the Pennsylvania Bar Institute. 

35 Q. Do you have any experience that is particularly relevant to the issues in this case? 

36 A. Yes, I do. I have substantial experience in cases involving the proposed acquisition of a 

37 public utility. During my career, I have performed legal or consulting services for public 

38 advocates, consumer groups, or labor unions in approximately 20 cases involving 

39 proposed utility mergers, acquisitions, or spin-offs, including the following: 

40 • Allegheny Energy proposed acquisition of Duquesne Light Company 

41 • Alltel spinoff to create Windstream 

42 • Centerior - GPU merger to create FirstEnergy 

43 CenturyLink acquisition of Qwest• 
44 • CenturyTel merger with Embarq to create CenturyLink 
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45 • Dominion Resources sale of Peoples Natural Gas Co. to Steel River 

46 • Duke Energy acquisition of Cinergy 

47 • Exelon proposed acquisition of PSE&G 

48 • FairPoint acquisition ofVerizon New England 

49 • FirstEnergy acquisition of Allegheny Energy 

50 • Frontier acquisition of Verizon operations in 14 states 

51 • Liberty Energy Utilities Co. acquisition of National Grid's New 
52 Hampshire operations 

53 • Long Island Lighting Co. break-up (sale of gas operations to Brooklyn 
54 Union Gas; sale of electric operations to Long Island Power Authority) 

55 • Macquarie acquisition of Duquesne Light 

56 • Pennichuck Corp. sale to City of Nashua 

57 • PSC Corp. acquisition of Consumers Water 

58 • RWE acquisition of American Water Works Co. 

59 • RWE divestiture of American Water Works Co. 

60 • SBC acquisition of AT&T 

61 • Sprint spinoff to create Embarq 

62 • United Water proposed acquisition of Pennsylvania Gas & Water Co. 

63. • Verizon acquisition ofMCI
 

64 Summary
 

65 Q. What is the primary focus of your direct testimony?
 

66 A. My testimony focuses on the fitness of Corix to own UI and whether Corix has met the
 

67 specific standards set forth in section 7-204 of the Illinois Public Utilities Act.
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68 Q. What documents did you review for this case? 

69 A. I reviewed the application filed by Corix and UI, the direct testimony of Mr. Lubertozzi 

70 (a UI employee who apparently is testifying on behalf of both UI and Corix), the 

71 Purchase and Sale Agreement between Corix and UI, and numerous responses to data 

72 requests provided by Corix and UI. I would note that many of the critical documents in 

73 this case are alleged by Corix and/or UI to be confidential or highly confidential. 

74 Without commenting on or evaluating whether these documents appear to contain 

75 confidential information, I have marked any references to such designated documents so 

76 they can be redacted from a public version of this testimony. 

77 Q. Are there any important documents that you have not been able to review? 

78 A. Yes. The AG requested a copy of Corix's credit agreement that includes a significant 

79 portion of the financing for the proposed UI transaction. As I am writing this testimony, 

80 Corix has refused to provide a complete copy of this agreement. In response to Staff JF

81 3.01 and AG 6.01, Corix provided excerpts from that agreement. I consider this 

82 document to be essential to an understanding ofCorix's financial capabilities, UI's ability 

83 to access capital, and the potential exposure of UI to liability unrelated to its operations. I 

84 cannot render a fully informed opinion on these topics without access to a complete copy 

85 of Corix's credit agreement. 

86 Q. Please summarize your recommendations and conclusions. 

87 A. My recommendations and conclusions can be summarized as follows: 

88 • I recommend that the Commission reject the proposed transaction unless 
89 Corix uses ring fenced debt financing. The financing plan Corix has put 
90 forth would expose UI and its subsidiaries to substantial risks and 
91 restrictions based on the financial health of Corix's unregulated 
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92 operations. The result, as I explain below, is to provide an unwarranted
 
93 benefit to Corix and its unregulated and unrelated operations at the
 
94 expense of the financial health and safety of VI.
 

95 • I recommend that the Commission reject the proposed transaction because
 
96 Corix has failed to accurately identify, quantify, and apportion the synergy
 
97 savings that Corix itself has identified as arising from the proposed
 
98 transaction.
 

99 • I recommend that the Commission reject the transaction because both the 
100 Petition and the testimony filed on behalf of Corix and the other Joint 
101 Applicants are inconsistent with internal Corix documents produced in 
102 discovery. This leads me to seriously question the fitness ofCorix 
103 management to own public utilities in the State of Illinois. 

104 • I recommend that all information about financing and synergy savings 
105 should be made public, so that there is a complete public record on these 
106 issues. 

107 If the Commission disagrees with me and decides to allow the proposed transaction to 

108 occur, I have the following additional recommendations: 

109 • I recommend that the projected synergy savings should be allocated 
110 among VI states in proportion to an equal weighting of the number of 
111 customers, rate base investment, and revenues, all as of June 30, 2011. 

112 • I recommend that the Illinois share of these savings be used reduce rates in 
113 VI's high-cost, year-round service areas. 

114 Overview of the Proposed Transaction 

115 Q. What is your understanding of the proposed transaction? 

116 A. As I understand it, the ultimate owner of VI's common stock, Highstar Capital Fund II, 

117 L.P., has agreed to sell VI to Corix. The purchase price is {Begin Confidential" 

118 _ End Confidential}, plus or minus various adjustments that would be made at the 

119 time of closing. If the transaction is consummated, VI would become a wholly owned 

120 subsidiary, through various other wholly owned holding companies, of Corix. 



Direct Testimony ofScott J. Rubin, Illinois Commerce Commission Docket 12-0279 Page 6 

121 Q. Is Corix planning to make any changes in VI's operations? 

122 A. It appears to me that Corix intends to make substantial changes in Ul's operations, but 

123 Corix has provided conflicting information on this question. The application states: 

124 [T]he transaction occurs entirely "above the holding company level," that 
125 is, none of the assets or securities ofUI or any UI Operating Subsidiary 
126 will be transferred or sold as a result of the Transaction.... UI Operating 
127 Subsidiaries' customers will continue to receive oversight from a seasoned 
128 management team ... 

129 Application, p. 3. 

130 Similarly, Mr. Lubertozzi's direct testimony states: 

131 Currently there are no plans to move Ul's headquarters from Northbrook, 
132 Illinois and there are no current plans to replace existing management. ... 
133 The integration of the two entities will be transparent to customers, 
134 regulators, and employees. Corix's acquisition of Utilities, Inc.... is 
135 simply an indirect shareholder substitution. At this time, Corix does not 
136 anticipate any office consolidations or work-force reductions from the 
137 Transaction.... It is currently expected that no material change in the 
138 employees who operate the Illinois Subsidiaries (and Utilities, Inc.'s 
139 subsidiaries in other states) will occur, nor will a change in the manner of 
140 operation occur. 

141 Lubertozzi Direct, pp. 4-5. 

142 Allegedly highly confidential, internal Corix documents, however, {Begin Highly 

143 Confidential 

144 

145 

146 

147 
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148 

149 

150 
151 
152 
153 
154 
155 

156 

157 
158 
159 
160 
161 
162 
163 

164 
165 
166 
167 
168 
169 
170 
171 
172 
173 

174 

175 

176 

177 

178 End Highly Confidential} 
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179 Q. What is the source of the above plan? 

180 A. The AG requested a copy of the filing Corix made with the U.S. Department of Justice 

181 and the Federal Trade Commission under the Hart Scott Rodino Act. Corix provided 

182 these documents marked Highly Confidential. All documents that I cite in this testimony 

183 that have the Highly Confidential designation (other than financing documents) are 

184 internal Corix documents that were part of the Hart Scott Rodino filing. 

185 Criteria for Review of the Proposed Transaction 

186 Q. Do you have an understanding of the criteria the Commission is required to apply 

187 when determining whether the proposed transaction is in the public interest? 

188 A. Yes. I am advised by counsel that, as a general matter, the Commission must find that a 

189 proposed acquirer of a public utility must demonstrate that it has the technical, financial, 

190 and managerial fitness to own a public utility in Illinois. 

191 In addition to these general requirements, counsel advises that the Commission 

192 also is required to make several specific findings under Section 7-204 of the Public 

193 Utilities Act. Specifically, Section 7-204(b) contains the following required findings: 

194 (1) the proposed reorganization will not diminish the utility's ability to 
195 provide adequate, reliable, efficient, safe and least-cost public utility 
196 service; 

197 (2) the proposed reorganization will not result in the unjustified 
198 subsidization of non-utility activities by the utility or its customers; 

199 (3) costs and facilities are fairly and reasonably allocated between utility 
200 and non-utility activities in such a manner that the Commission may 
201 identify those costs and facilities which are properly included by the utility 
202 for ratemaking purposes; 
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203 (4) the proposed reorganization will not significantly impair the utility's 
204 ability to raise necessary capital on reasonable terms or to maintain a 
205 reasonable capital structure; 

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

208 (6) the proposed reorganization is not likely to have a significant adverse 
209 effect on competition in those markets over which the Commission has 
210 jurisdiction; 

211 (7) the proposed reorganization is not likely to result in any adverse rate 
212 impacts on retail customers. 

213 In addition, Section 7-204(c) requires: 

214 The Commission shall not approve a reorganization without ruling on: 

215 (i) the allocation of any savings resulting from the proposed 
216 reorganization; and (ii) whether the companies should be allowed to 
217 recover any costs incurred in accomplishing the proposed reorganization 
218 and, if so, the amount of costs eligible for recovery and how the costs will 
219 be allocated. 

220 Q. Have you reviewed the proposed transaction to determine whether it meets these 

221 standards? 

222 A. Yes, I have. Based on my review, Ihave several concerns. 

223 Q. Please summarize the areas in which you have concern. 

224 A. I have concerns in the following areas: 

225 • I am concerned about Corix's financing plan. From the limited 
226 information that Corix has made available so far, I conclude that Corix has 
227 failed to appropriately separate and insulate ("ring fence") VI from 
228 unregulated and unrelated operations of Corix. The lack of financial 
229 protection for VI makes it impossible for the Commission to make the 
230 specific findings required by Section 7-204(b)(l), (2), (3), (4), and (7). 

231 • Corix has failed to properly and accurately identify and quantify for the 
232 Commission the projected synergy savings from the proposed transaction. 
233 Corix also has failed to propose a method to ensure that VI's Illinois 
234 customers receive a reasonable share of those savings. Corix's failure 
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235 makes it impossible for the Commission to make the ruling required by 
236 Section 7-204(c). 

237 • I question the veracity of Corix's filings in this proceeding, as is apparent 
238 from the conflicting information provided by Joint Applicants that I 
239 discuss throughout my testimony. The apparent failure of Corix to 
240 provide full and consistent information to the Commission about its 
241 financing agreements and its integration plans directly calls into question 
242 Corix's managerial fitness to own public utilities in Illinois. 

243 Corix's Financing Plan 

244 Q. How does Corix plan to finance the proposed acquisition of VI? 

245 A. It is not entirely clear how Corix will be financing the proposed transaction. {Begin 

nd Highly 

Highly Confidential 246 

247 

248 

249 

250 Confidential} But it is not clear how much of the financing for Corix will come from 

251 debt and how much from equity. 

252 Q. Have you reviewed Corix's credit agreement? 

253 A. No. Corix has provided a few excerpts from its credit agreement (and I have carefully 

254 reviewed those excerpts), but it has refused to provide the entire agreement. From the 

255 few pages we received, it appears that the agreement is well in excess of 100 pages and 

256 we have received fewer than 30 pages. In fact, from the excerpts provided, it is not even 

257 clear who is lending the money to Corix. 
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258 Q. From the limited information you have received, do you have any concerns with the 

259 way in which Corix will finance the proposed transaction? 

260 A. Yes, I do. My primary concern is that Corix has chosen a financing method that exposes 

261 UI and its subsidiaries to substantial risk, including risks associated with Corix's 

262 unregulated operations. 

263 In corporate finance, there is a concept generally referred to as "ring fencing." 

264 Ring fencing protects (builds a legal and financial "fence" around) a corporation and its 

265 assets from other portions of a holding company. Ring fencing is extremely important to 

266 protect a public utility and its customers when the utility is part of a holding company 

267 structure that includes unregulated or unrelated operations. Corix has significant 

268 unregulated operations in the United States and Canada, as well as other utility operations 

269 that are separate from, and unrelated to, UI. 

270 There are various legal and financial tools to ring fence a utility within a holding 

271 company. Perhaps the most important, and most common, is for utility financing to be 

272 completely separate from the remainder of the holding company, and for there to be no 

273 links between the financing of the holding company and the utility. 

274 Q. Why is it important for a utility to be ring fenced if it is part of a holding company 

275 like Corix that has unregulated or unrelated operations? 

276 A. As we know, utilities are very capital intensive businesses that require on-going access to 

277 the capital markets to invest in necessary replacements and upgrades. This is particularly 

278 true for water and wastewater utilities that are generally recognized as among the most 

279 capital intensive of the utility industries. Ring fencing is extremely important to ensure 



Direct Testimony ofScott 1. Rubin, Illinois Commerce Commission Docket 12-0279 Page 12 

280 that the utility is able to raise capital on reasonable tenns when it is needed and without 

281 incurring increased costs due to the financial condition of its parent holding company. 

282 Perhaps the best real-world example of the importance of ring fencing was Enron. 

283 Enron owned Portland General Electric ("PGE"), an electric utility in Oregon. 

284 Fortunately, when Enron acquired PGE it was required to ring fence the utility, so PGE 

285 was not subject to financing restrictions based on the parent company's financial health. 

286 As a consequence, when Enron went bankrupt, PGE retained the ability to access capital 

287 markets and was able to continue operating normally. 

288 Q. Did Corix choose a financing method that ring fences VI and its subsidiaries? 

289 A. No, it did not. Corix had the ability to obtain ring fenced financing for the transaction but 

290 it chose not to do so. {Begin Highly Confidential 

291 . 

292 

293 
294 
295 
296 
297 
298 
299 

300 
301 
302 
303 
304 
305 
306 
307 
308 
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309 End Highly Confidential} Corix chose the financing option discussed in the second 

310 quoted paragraph above, which does not ring fence UI. 

311 Q. Do you know why Corix chose a financing method that is not ring fenced? 

312 A. Apparently Corix chose this financing method because it would save it money. In 

313 essence, Corix chose to use Ul's credit quality and comparative financial strength to 

314 subsidize Corix's unregulated and unrelated businesses. This is made evident in the 

315 portion of the document quoted above that I underlined. Corix is quite explicit that its 

316 {Begin Highly Confidential 

317 

318 _lEnd Highly Confidential} In effect, then, Corix is using the credit quality 

319 of UI to subsidize the remainder of Corix's operations. 

320 Q. In what ways are VI and its subsidiaries exposed to financing risk from Corix's 

321 chosen method to finance the proposed transaction? 

322 A. I cannot provide a full answer to this question because I have not seen the entire credit 

323 agreement. From the excerpts that have been provided, however, I can identify the 

324 following risks: {Begin Highly Confidential 

325 
326 
327 
328 
329 

330 
331 
332 

333 
334 
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335 
336 

337 
338 
339 
340 

341 
342 

343 

344 

345 

346 ~End Highly Confidential} In 

347 addition, ifCorix's financial condition deteriorates, VI would not have the ability to issue
 

348 its own debt or obtain equity financing. These are exactly the types of restrictions that
 

349 can be avoided with ring fenced financing.
 

350 Q. Does Corix's failure to ring fence VI directly affect any of the findings the
 

351 Commission is required to make under Section 7-204?
 

352 A. Yes. In my opinion, Corix's chosen method of financing makes it impossible for the
 

353 Commission to make the findings required by the following portions of Section 7-204(b):
 

354 (1) the proposed reorganization will not diminish the utility's ability to 
355 provide adequate, reliable, efficient, safe and least-cost public utility 
356 service; 

357 (2) the proposed reorganization will not result in the unjustified 
358 subsidization of non-utility activities by the utility or its customers; 

359 (3) costs and facilities are fairly and reasonably allocated between utility 
360 and non-utility activities in such a manner that the Commission may 
361 identify those costs and facilities which are properly included by the utility 
362 for ratemaking purposes; 
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363 (4) the proposed reorganization will not significantly impair the utility's 
364 ability to raise necessary capital on reasonable terms or to maintain a 
365 reasonable capital structure; and 

366 (7) the proposed reorganization is not likely to result in any adverse rate 
367 impacts on retail customers. 

368 Specifically, the failure to ring fence VI has the potential to restrict VI's access to 

369 capital on reasonable terms (7-204(b)(4)), which in tum could diminish VI's ability to 

370 provide adequate, least-cost service to customers (7-204(b)(l)) and result in higher rates 

371 for VI's customers (7-204(b)(7)). In addition, because Corix chose a financing method 

372 that provides the benefits of VI's superior credit quality to Corix's unregulated and 

373 unrelated operations, Corix is not fairly allocating costs between those other operations 

374 and VI (Section 7-204(b)(3)), is improperly subsidizing unregulated and unrelated 

375 operations at VI's expense (Section 7-204(b)(2)), and is failing to flow through the 

376 benefits of that lower-cost financing to VI and its customers resulting in higher rates 

377 (Section 7-204(b)(7)). 

378 Q. What do you recommend? 

379 A. I recommend that the Commission reject the proposed transaction unless Corix uses ring 

380 fenced debt financing. The financing plan Corix has put forth would expose VI and its 

381 subsidiaries to substantial risks and restrictions based on the financial health of Corix' s 

382 unregulated operations. The result, as I explain above, is to provide an unwarranted 

383 benefit to Corix and its unregulated and unrelated operations at the expense of the 

384 financial health and safety of VI. 
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385 Synergy Savings 

386 Q. Has Corix projected any synergies or other savings from its proposed acquisition of 

387 VI? 

388 A. Despite several statements made in its application and in Mr. Lubertozzi's direct 

389 testimony to the contrary, {Begin Highly Confidential 

390 End Highly Confidential} In 

391 support of this, I rely on numerous statements in Corix's allegedly highly confidential 

392 internal memoranda and reports provided as part of the Corix Hart Scott Rodino filing. 

393 In particular, I rely on the following statements made by Corix from the very start of its 

394 interest in acquiring VI: 

395 {Begin Highly Confidential 

396 
397 
398 
399 
400 
401 
402 
403 
404 

405 
406 

407 
408 

409 

410 
411 

412 
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413 
414 
415 
416 
417 
418 

419 
420 
421 
422 

423 
424 

425 

426 

427 
428 
429 
430 

431 
432 
433 

434 
435 
436 
437 
438 

439 
440 

441 
442 

443 
444 
445 
446 
447 
448 
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449 
450 

451 
452 
453 
454 
455 
456 
457 
458 
459 
460 
461 
462 
463 

464 
465 
466 

467 
468 

469 
470 

471 
472 
473 
474 
475 
476 
477 
478 
479 
480 
481 
482 
483 
484 
485 
486 
487 
488 
489 
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490 
491 
492 
493 
494 
495 
496 
497 
498 
499 
500 
501 

502 

503 
504 

505 

506 

507 

508 

509 

510 
511 
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512 
513 
514 
515 
516 
517 
518 
519 
520 
521 

522 End Highly Confidential} 

523 Q. What do Y9u conclude from these Corix statements? 

524 A. I conclude that Corix entered into this transaction with the expectation of {Begin Highly 

End 

Confidential525 

526 

527 

528 

529 Highly Confidential}
 

530 Q. Do the application and testimony filed by Corix and VI acknowledge that these
 

531. savings are likely to exist and propose a mechanism for "the allocation.of any 

532 savings resulting from the proposed reorganization" as required by Section 

533 7-204(c)? 

534 A. No. The application does not identify any "appreciable savings" and represents that there 

535 will be no change in VI's operations. It states: "Applicants do not anticipate any 

536 appreciable savings as a result of the Transaction in the near term. This is primarily due 

537 to the fact that it is anticipated the Transaction will not impact VI or the VI Operating 

538 Subsidiaries on an operational level." Application, p. 5. 
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539 Similarly, Mr. Lubertozzi's testimony does not contain any of information about 

540 synergy savings. I do not know if Corix {Begin Highly Confidential 

541 End Highly Confidential} 

542 In any event, his testimony purports to be filed on behalf of the both Corix and UI, and it 

543 contains the statement that: "No duplication of functions will occur on account of the 

544 Transaction, and thus no savings are expected to result on account of the elimination of 

545 any redundancies." Lubertozzi direct, p. 14. 

546 Q. What do you recommend? 

547 A. I recommend that the Commission reject the proposed transaction for two reasons. First, 

548 the Commission should reject the transaction because Corix has failed to accurately 

549 identify, quantify, and apportion the synergy savings that Corix itself has identified as 

550 arising from the proposed transaction. Second, I recommend that the Commission reject 

551 the transaction because both the Petition and the testimony filed on behalf of Corix and 

552 the other Joint Applicants are inconsistent with internal Corix documents produced in 

553 discovery. This leads me to seriously question the fitness ofCorix management to own 

554 public utilities in the State of Illinois. 
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555 Method to Allocate Savings to Illinois Customers 

556 Q. If the Commission disagrees with you and finds that Corix is fit to own Uf, how do 

557 you recommend that the Commission comply with Section 7-204(c), which requires 

558 a reasonable allocation of synergy savings? 

559 A. If the Commission disagrees with me about Corix's fitness and veracity, and if the 

560 'problems I identified in Corix's financing are cured, then I would have two 

561 recommendations regarding synergy savings. 

562 First, I recommend that all information about synergy savings should be made 

563 public, so that there is a complete public record on this issue. Such a record is important 

564 not only for the sake of transparency and public acceptability in this proceeding, but also 

565 so that utility commissions and public advocates in other UI states have access to the 

566 same information so it can be publicly addressed. Assuring access throughout the 

567 country will help to avoid under- or over-allocation of synergy savings on a company

568 wide basis. 

569 Second, I recommend that the projected synergy savings should be allocated 

570 among UI states in proportion to an equal weighting of the number of customers, rate 

571 base investment, and revenues, all as of June 30, 2011. UI's Confidential Information 

572 Memorandum, p. 55, contains a table showing the proportion of each measure in each 

573 state as of that date. According to this table, Illinois has {Begin Confidential _ 

575 Based on these figures, I recommend that Illinois should receive 5.7% of the synergy 

576 savings identified by Corix. 

574 End Confidential} 



577 
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As I discussed above, the savings identified by Corix are substantial. According 

nd Highly Confidential} 

578 to {Begin Highly Confidential 

579 

580 

581 

582 

583 Q. How do you recommend using these savings to help VI's customers in Illinois? 

584 A. I recommend that the Illinois share of these savings should be used reduce rates in VI's 

585 high-cost, year-round service areas. I have compiled data from VI's 2011 annual reports 

586 for its Illinois service areas, as well as rate information. Based on this information and 

587 the level of synergy savings I calculated above, I have identified the service areas that 

588 would receive a reduction. Specifically, in AG Exhibit l.OlHC, I show that VI's typical 

589 water and sewer rates in these high-cost areas can be reduced to approximately {Begin 

590 Highly Confidential _ End Highly Confidential} per year in {Begin Highly 

591 Confidential. End Highly Confidential} water service area(s) and {Begin Highly 

592 Confidential. End Highly Confidential} sewer service area(s). Reducing rates to 

593 this level would reduce VI's revenues by {Begin Highly Confidential 

594 nd Highly Confidential}, for a total of {Begin Highly 

595 Confidential ~ndHighly Confidential}. This amount is approximately equal 

596 to the annual synergy savings reasonably allocated to Illinois that I developed above. 
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597 Q. What process did you use to determine which VI Illinois service areas should be 

598 allocated savings and receive rate reductions? 

599 A. For water service areas, I determined the typical monthly bill for a customer who uses 

600 5,000 gallons per month. I also determined whether the service area predominantly 

601 serves year-round customers, which I based on average annual consumption per customer 

602 (if average consumption was more than 40,000 gallons per customer, I assumed the area 

603 predominantly served year-round customers). I then used an iterative process to 

604 determine the amount by which the annual bill would be reduced for a year-round 

605 customer using 5,000 gallons per month. I used a similar process for average sewer bills 

606 in the sewer service areas. In order to return Illinois's share of synergy savings to 

607 customers, I determined that all utilities with an average annual bill in excess of {Begin 

608 Highly Confidential_ End Highly Confidential} could have the bill reduced to 

609 that amount. Doing so would result in returning to Illinois consumers the amount of 
.~ 

610 synergy savings that are reasonably allocable to Ul' s Illinois operations. 

611 Q. Does this conclude your direct testimony?
 

612 A. Yes, it does, based on the information that is available to me as of September 11, 2012.
 

613 If UI provides additional information after that date, including a complete copy of its
 

614 credit agreement, it may be necessary to amend this direct testimony.
 


