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ORDER 

 
By the Commission: 
 
I. PROCEDURAL HISTORY 
 
 On April 18, 2012, Forestview Utilities Corporation (“Forestview”), North 
Forestview Properties, LLC (“North Forestview”) and Central Illinois Land Incorporated 
(“CILI”)  (collectively, “Applicants”), pursuant to Section 7-204 of the Public Utilities Act 
(“Act”), 220 ILCS 5/7-204, filed a verified Joint Application for Approval of Transfer of 
Ownership from Central Illinois Land Incorporated to North Forestview Properties, LLC 
(“Joint Application”). 
 
 Pursuant to proper notice, a prehearing conference was held before a duly 
authorized Administrative Law Judge (“ALJ”) of the Commission at its offices in 
Springfield, Illinois on June 14, 2012.  Applicants and the Staff of the Commission 
(“Staff”) appeared by counsel at the hearings.  No other party intervened in this matter. 
 

An evidentiary hearing was held in this proceeding on April 16, 2013.  Applicants 
offered the testimony of Kenneth D. Schrock, member of the Board of Directors and the 
treasurer of Forestview, member of the Board of Directors and Secretary and Treasurer 
of CILI, member and manager of North Forestview, and a Certified Public Accountant. 
Staff offered the testimony of the following witnesses: Jonathan M. Sperry, Water 
Engineer in the Water Engineering Program of the Safety and Reliability Division; Mary 
H. Everson, Accountant in the Accounting Department of the Financial Analysis 
Division; and Janis Freetly, Senior Financial Analyst in the Finance Department of the 
Financial Analysis Division.  At the close of the hearing, the record was marked “Heard 
and Taken.”  On June 20, 2013, a Draft Order was filed by the parties. 
 
II. DESCRIPTION OF THE PROPOSED REORGANIZATION 
 
 Forestview is a privately-owned Illinois corporation that provides sewer service to 
twenty-four (24) residential users in Congerville, Illinois.  Forestview is a public utility 
within the meaning of Section 3-105 of the Act.   
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 The proposed reorganization involves a change in ownership of Forestview.  
CILI, currently the owner of Forestview, proposes to sell all of its interest in Forestview 
to North Forestview.  Upon completion of the sale, Forestview will be wholly owned by 
North Forestview. The owners of CILI and North Forestview are the same and their 
respective ownership percentage in each is the same. 
 
III. APPLICABLE LAW 

Section 7-204 of the Act governs reorganizations of Illinois public utilities. Under 
Section 7-204(b), no reorganization shall take place without prior Commission approval.  
The reorganization described in the Application and summarized in Section II above 
constitutes a “reorganization” as defined under Section 7-204 of the Act and, therefore, 
Commission approval is required.  

Section 7-204(b) of the Act provides: 
 
No reorganization shall take place without prior Commission approval. The 
Commission shall not approve any proposed reorganization if the 
Commission finds, after notice and hearing, that the reorganization will 
adversely affect the utility's ability to perform its duties under this Act. In 
reviewing any proposed reorganization, the Commission must find that: 
 
(1) the proposed reorganization will not diminish the utility's ability to 

provide adequate, reliable, efficient, safe and least-cost public utility 
service; 

 
(2) the proposed reorganization will not result in the unjustified 

subsidization of non-utility activities by the utility or its customers; 
 
(3) costs and facilities are fairly and reasonably allocated between 

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

 
(4) the proposed reorganization will not significantly impair the utility's 

ability to raise necessary capital on reasonable terms or to maintain 
a reasonable capital structure; 

 
(5) the utility will remain subject to all applicable laws, regulations, 

rules, decisions and policies governing the regulation of Illinois 
public utilities; 

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

adverse effect on competition in those markets over which the 
Commission has jurisdiction;  
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(7) the proposed reorganization is not likely to result in any adverse 
rate impacts on retail customers. 

 
 Additionally, Section 7-204(c) of the Act states: 
 

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

In approving any proposed reorganization under Section 7-204, Section 7-204(f) 
of the Act authorizes the Commission to impose such terms, conditions or requirements 
as, in its judgment are necessary to protect the interests of the public utility and its 
customers.  Finally, the capitalization of a public utility is subject to the approval of the 
Commission under Section 6-103 of the Act. 

 
IV. STATUTORY REQUIREMENTS 

 
A. Applicants' Ability to Provide Adequate, Reliable, Efficient, Safe, and 

least-cost Public Utility Service (7-204(b)(1)) 
 
The Applicants assert that the reorganization will not diminish Forestview's ability 

to provide adequate, reliable, efficient, safe and least-cost public utility service.  
According to Applicants, from and after the effective date of this reorganization, all 
rights, duties and obligations of Forestview existing before the reorganization will 
continue.  Applicant states Forestview will continue to operate the sewage facility and 
will retain its current management. 

 
None of the assets of Forestview will be transferred or sold as a result of this 

reorganization.  The reorganization will change only the owner of Forestview.  Thus, no 
certificate of public convenience and necessity will need to be issued or canceled due to 
the reorganization. 

 
Staff witness Sperry concurs stating that Forestview currently provides adequate, 

reliable, efficient, safe and least-cost sewer service.  He recommends the Commission 
find that it is reasonable to expect that Forestview can continue to provide the same 
level of service after the reorganization as required by Section 7-204(b)(1) of the Act. 

 
B. Unjustified Subsidization of Non-utility Activities (7-204(b)(2)) 
 
The Applicants state that the re-organization will not result in the unjustified 

subsidization of non-utility activities by Forestview or its customers.  Applicants maintain 
that there are presently no non-utility activities by Forestview and there will not be any in 
the future. 
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In direct testimony, Staff witness Everson observes that Forestview has two 
affiliated companies, CILI and Kenneth D. Schrock that engage in non-utility activities in 
addition to performing certain functions for Forestview.  Ms. Everson notes that although 
Forestview asserts it has a Commission approved affiliate agreement with CILI, there is 
also a need for a Commission approved affiliate agreement between Forestview and 
Mr. Schrock.  She asserts that until Forestview has Commission approval of an affiliate 
agreement reflecting the accounting, clerical, secretarial and other services provided by 
an affiliate, the findings required regarding unjustified subsidization of non-utility 
activities (Section 7-204(b)(2)) and costs and facilities being fairly and reasonably 
allocated between utility and nonutility activities (Section 7-204(b)(3)) cannot be made. 

 
Applicants assert that on February 21, 2013, the Commission issued an Order in 

Docket No. 12-0487 approving the service agreement between Forestview and Kenneth 
D. Schrock, the Service Company ("Agreement").  Ms. Everson testifies that the 
Agreement specifies the services that can be provided, the methodology for calculating 
the charges and the payment terms governing transactions between Forestview and Mr. 
Schrock.  She asserts that the Agreement provides assurance that costs and facilities 
are fairly and reasonably allocated between utility and non-utility activities in such a 
manner that the Commission may identify those costs and facilities which are properly 
included by the utility for ratemaking purposes.  Ms. Everson recommends that the 
Commission find that the proposed reorganization will not result in the unjustified 
subsidization of non-utility activities by the utility or its customers as required by Section 
7-204(b)(2) of the Act. 

 
C. Reasonable Allocation of Costs and Facilities (7-204(b)(3)) 
 
In direct testimony, Applicants state that there is no need to allocate costs to non-

utility services since there are none.  As discussed above, Staff witness Everson noted 
the need for Commission approved affiliate agreements between Forestview and its two 
affiliates.  She stated that the absence of approved affiliate agreements impaired the 
Commission's ability to determine whether costs and facilities are fairly and reasonably 
allocated between utility and non-utility activities.  However, after reviewing the 
Agreement approved by the Commission, Ms. Everson recommends that the 
Commission find that it can be determined that costs and facilities are fairly and 
reasonably allocated between utility and non-utility activities in such a manner that the 
Commission may identify those costs and facilities that are properly included by the 
utility for ratemaking purposes as required by Section 7-204(b)(3) of the Act.  

 
D. Ability to Raise Necessary Capital on Reasonable Terms (7-204(b)(4)) 
 
Applicants aver that the re-organization will have no affect on Forestview’s ability 

to raise capital or maintain a reasonable capital structure. 
 

 Staff witness Freetly evaluates the effect of the reorganization on Forestview's 
ability to raise necessary capital on reasonable terms.  She states that in the past 
Forestview raised capital by borrowing from CILI.  She says that subsequent to the 
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reorganization Forestview would raise capital through North Forestview.  Ms. Freetly 
states that because the owners of North Forestview and CILI are the same, she 
recommends that the Commission find that there should be no impact on the utility’s 
ability to raise necessary capital on reasonable terms as required by Section 
7-204(b)(4) of the Act. 
 

E. Subject to All Applicable Laws and Regulations, (7-204(b)(5)) 
 
 Applicants assert that Forestview utility will remain subject to all applicable laws, 
regulations, rules, decisions and policies governing the regulation of Illinois public 
utilities.  Staff witness Sperry concurs and recommends that the Commission find that 
subsequent to the reorganization, Forestview will remain subject to all applicable laws, 
regulations, rules, decisions and policies governing the regulation of Illinois Public 
Utilities as required by Section 7-204(b)(5) of the Act. 
 

F. Effect on Competition (7-204(b)(6)) 
 
 Applicants state that the reorganization will not have an adverse effect on 
competition in the Illinois water and sewer services market.  Mr. Sperry provides an 
analysis of the effect of the reorganization on competition.  He states that other than 
Forestview, there is one public sewer utility within a 15-mile radius of the Forestview 
Subdivision over which the Commission has jurisdiction.  According to Mr. Sperry, this 
public utility is not geographically close enough to efficiently provide sewer service to 
the Forestview Subdivision.  Mr. Sperry recommends that the Commission find that the 
proposed reorganization is not likely to have a significant adverse effect on competition 
in those markets over which the Commission has jurisdiction pursuant to Section 
7-204(b)(6) of the Act. 
 

G. Adverse Rate Impacts on Retail Customers (7-204-(b)(7)) 
 
 Applicants assert that they do not contemplate any rate increases as a result of 
the reorganization.  They further state that they do not seek recovery of any transaction 
costs.  Staff witness Sperry notes that there will be no change in rates to customers as 
a result of the proposed reorganization.  He finds it appropriate that Forestview’s 
customers continue to be subject to their existing sewer rates.  Further, Mr. Sperry 
notes that no debt or other obligations will be generated by Forestview as a result of the 
reorganization and that they will not seek recovery of transaction costs.  Consequently, 
Mr. Sperry recommends that the Commission find that the proposed reorganization is 
not likely to negatively impact rates pursuant to Section 7-204(b)(7) of the Act. 
 

H. Allocation of Savings 
 
 Staff witness Everson recommends that the Commission should rule that any 
savings from reorganization of Forestview be reflected in future filings and rate 
proceedings of Forestview.  She asserts the Commission should also rule that no costs 
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incurred in the reorganization be included in future proceedings in order to comply with 
Section 7-204(c) of the Act. 
 

I. Capitalization 
 
 Staff witness Freetly concluded that the reorganization meets the requirements of 
Section 6-103 of the Act.  She explains that the capitalization of Forestview will not 
change as a result of the reorganization.  Thus, Forestview’s capitalization will remain 
as previously authorized by the Commission. 

 
V. COMMISSION CONCLUSION 
 
 The evidence establishes that the statutory requirements for approval of the 
proposed reorganization are met.  The reorganization will not adversely affect 
Forestview’s ability to perform its duties under the Act. 
 
 Evidence was presented establishing, subject to the conditions noted above, that 
(1) the reorganization will not diminish Forestview’s ability to provide adequate, reliable, 
efficient, safe and least-cost public utility service; (2) the reorganization will not result in 
the unjustified subsidization of non-utility activities by Forestview or its customers; (3) 
costs and facilities will be fairly and reasonably allocated between utility and non-utility 
activities in such a manner that the Commission may identify those costs and facilities 
that are properly included by the utility for ratemaking purposes; (4) the proposed 
reorganization will not significantly impair Forestview’s ability to raise necessary capital 
on reasonable terms or to maintain a reasonable capital structure; (5) Forestview will 
remain subject to all applicable laws, regulations, rules, decisions and policies 
governing the regulation of Illinois public utilities; (6) the proposed reorganization is not 
likely to have a significant adverse effect on competition in those markets over which 
the Commission has jurisdiction; and (7) the proposed reorganization is not likely to 
result in any adverse rate impacts on retail customers. 
 
 The Commission also finds that the evidence in this proceeding indicates that the 
capitalization of Forestview will not change.  Further, there are no anticipated savings 
that will result from the proposed reorganization and that Forestview has not 
contemplated an allocation method for savings at this time. Consistent with previous 
cases, the Commission finds that any reorganization savings that do occur, although 
none are anticipated, which reduce Forestview’s cost of service shall be subject to 
being passed on to ratepayers through the normal rate proceeding process. The 
Commission also finds that Forestview should not be allowed to recover any costs 
incurred in accomplishing the proposed reorganization from its regulated services 
customers. 
 
VII. FINDINGS AND ORDERING PARAGRAPHS 
 
 The Commission, having considered the entire record and being fully advised in 
the premises, is of the opinion and finds that: 
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(1) Forestview is an Illinois corporation that is a public utility, within the 

meaning of Section 3-105 of the Act; 
 
(2) the Commission has jurisdiction over Forestview and the subject matter 

herein; 
 
(3) the recitals of fact and conclusions reached in the prefatory portion of this 

Order are supported by the evidence of record and are hereby adopted as 
findings of fact; 

 
(4)  the evidence demonstrates that the proposed reorganization is in the 

public interest and is not detrimental to the interests of Forestview’s 
customers; 

 
(5) pursuant to Section 7-204(b) of the Act: 
 

(A) The proposed reorganization will not diminish the ability of 
Forestview to provide adequate, reliable, efficient, safe and least-
cost public service; 

 
(B) The proposed reorganization will not result in the unjustified 

subsidization of non-utility activities by Forestview or its customers; 
 
(C) Costs and facilities will be fairly and reasonably allocated between 

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

(D) The proposed reorganization will not significantly impair 
Forestview’s ability to raise necessary capital on reasonable terms 
or to maintain a reasonable capital structure; 
 

(E)  Forestview will remain subject to all applicable laws, regulations, 
rules, decisions and policies governing the regulation of Illinois 
public utilities; 

 
(F) the proposed reorganization is not likely to have a significant 

adverse effect on competition in those markets over which the 
Commission has jurisdiction; and 

 
(G) The proposed reorganization is not likely to result in any adverse 

rate impacts on Forestview’s retail customers; 
 

(6) the reorganization meets the requirements of Section 6-103 of the Act; 
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(7) no costs incurred in accomplishing the proposed reorganization are 
eligible for recovery in future rate proceedings 

 
(8) any reorganization savings that reduce Forestview’s cost of service shall 

be subject to being passed on to ratepayers through the normal rate 
proceeding process; 

 
(9) the Application of Forestview for approval of reorganization should be 

approved subject to the conditions in Findings (7) and (8). 
 
 IT IS THEREFORE ORDERED by the Illinois Commerce Commission that the 
proposed reorganization described herein, subject to the conditions set forth in Finding 
(7) and (8) above, should be, and hereby is, approved. 
 
 IT IS FURTHER ORDERED that (1) any savings that result from the 
reorganization will be reflected in future rate filings and rate proceedings of Forestview; 
and (2) no costs incurred in accomplishing the proposed reorganization are eligible for 
recovery in future rate proceedings. 
 
 IT IS FURTHER ORDERED that all motions, petitions, objections, or other 
matters in this proceeding that remain un-disposed of should be disposed of consistent 
with the conclusions herein.  
 
 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. 
 
 By order of the Commission this 31st day of July, 2013. 
 
 
 

(SIGNED) DOUGLAS P. SCOTT 
 

Chairman 
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