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I.  Background and Purpose 1 

Q: Please state your name, title and business address. 2 

A: Steven M. Lubertozzi.  I am the Chief Regulatory Officer at Utilities, Inc., 3 

 2335 Sanders Rd., Northbrook, IL 60062 4 

Q: What are the responsibilities of your current position? 5 

A: My responsibilities encompass all aspects of utility commission regulation in fourteen of 6 

the fifteen states where Utilities, Inc. (“UI”) has operations.  (Georgia does not regulate 7 

water and sewer utilities.)  My regular duties include the preparation of rate case 8 

applications, coordinating state utility commission audits, developing and delivering 9 

testimony before state utility commissions, obtaining commission approval of territory 10 

expansions, utility system transfers, participation in rule-making proceedings, and 11 

keeping apprised of industry trends and current events.  In addition to the regular duties 12 

listed above, I am also responsible for securing the necessary state regulatory commission 13 

approval of the Agreement and Plan of Merger (“Merger” or “Proposed Transaction”) 14 

that will consolidate the 23 UI wholly owned utility subsidiaries operating in Illinois into 15 

one entity. 16 

Q: Please describe your work experience and education. 17 

A: I have been employed by Utilities, Inc. since June of 2001 and have testified before many 18 

state utility commissions, including the Illinois Commerce Commission.  My testimony 19 

has dealt with a wide range of subjects, including cost of service, rate design and cost of 20 

capital.  In my present position as Chief Regulatory Officer, I am responsible for all 21 

aspects of utility commission regulation for all of Utilities, Inc.’s subsidiaries in the 22 
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various jurisdictions within which they operate.  I graduated from Indiana University in 23 

1990, and I am a Certified Public Accountant. I earned my Master of Business 24 

Administration from Northwestern University’s Kellogg School of Management.  I am a 25 

member of the American Institute of Certified Public Accountants.  26 

Q: What is the purpose of your testimony? 27 

A: The purpose of my testimony is to support the Application for Approval of Agreement 28 

and Plan of Merger among Utility Services of Illinois, Inc. (“USI”) and the 23 Illinois 29 

Operating Subsidiaries of Utilities, Inc. (“UI Operating Subsidiaries” or “Illinois 30 

Utilities”) (collectively “Joint Applicants”).   31 

II.  Parties to the Agreement and Plan of Merger 32 

Q: Please describe the parties to the Agreement and Plan of Merger. 33 

A: The parties to the Agreement and Plan of Merger are USI and the Illinois Utilities listed 34 

in Exhibit A to the Application filed in this proceeding.  USI is an Illinois corporation, all 35 

of the outstanding stock of which is held by Utilities, Inc., and currently conducts no 36 

business as it was created solely for implementation the Merger.  The Illinois Utilities are 37 

wholly-owned subsidiaries of Utilities, Inc. (“UI”) that operate as regulated public 38 

utilities in Illinois.  UI is an Illinois corporation created and existing under the laws of the 39 

State of Illinois that owns approximately 75 water and sewer utilities operating in 15 40 

states, including 23 water and sewer utilities in Illinois.  UI has been involved in the 41 

water and sewer industry for over 40 years. 42 

III.  Description of the Transaction 43 

Q: Please describe the Proposed Transaction. 44 
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A: As a condition of approval of the acquisition of UI by Corix Utilities (Illiois) LLC in 45 

Ill.C.C. Docket 12-0279, the UI Operating Subsidiaries were required to propose a 46 

business plan that included consolidating the separate Illinois Utilities into a single 47 

corporate entity.   The proposed business plan, which was developed with the input 48 

parties in Docket 12-0279, was delivered to those parties on April 18, 2013, and provided 49 

for a phased approach.  As the first step to effect the consolidation, the Illinois Utilities 50 

and USI propose to enter into an Agreement and Plan of Merger, subject to the approval 51 

of the Commission.  A copy of the draft Agreement and Plan of Merger is attached as 52 

Exhibit B to the Application filed proceeding on November 8, 2013 to initiate this 53 

proceeding.  Pursuant to the terms of the Agreement and Plan of Merger, the Illinois 54 

Utilities will merge with and into USI, the surviving corporation.  Upon consummation of 55 

the Merger, all of the common stock of the Illinois Utilities, wholly owned by UI, will be 56 

cancelled and retired and cease to exist, and the separate corporate existence of each of 57 

the absorbed Illinois Utilities shall cease.  By operation of law, from and after the 58 

effective time of the merger all the assets, rights, powers, duties, obligations, liabilities 59 

and debts of the constituent Illinois Utilities will transfer to and be assumed by USI.  60 

Thus, no certificate of public convenience and necessity will need to be issued or 61 

cancelled due to the Merger. 62 

IV.  Impact of the Transaction 63 

Q: Will USI have the same ability to provide adequate, reliable, efficient, safe and least-cost 64 

public utility service as the UI Operating Subsidiaries currently have had prior to the 65 

proposed merger? 66 
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A: Yes.  Subsequent to the Merger, UI will own 100% of the common stock of USI, the 67 

surviving corporation.  UI will continue to provide seasoned management and necessary 68 

funding to USI.  The Illinois Subsidiaries rely on Water Service Corp. (“WSC”), an 69 

affiliate of Utilities, Inc., for essentially all operational services.  WSC provides these 70 

services to the Illinois Subsidiaries pursuant to a contract originally approved by the 71 

Commission on March 14, 1979, and approved as modified by the Commission in Docket 72 

Nos. 94-0157 and 08-0335.  Because the Illinois Subsidiaries’ relationship with WSC 73 

will continue and not be affected by the Proposed Transaction, USI will rely on 74 

essentially the same management, technology, processes and people that are providing 75 

high quality service today.  As such, the current high quality of service enjoyed by the 76 

Illinois Subsidiaries’ customers will continue after the Proposed Transaction.  Therefore 77 

the Merger will not diminish the provision of adequate, reliable, efficient, safe and least-78 

cost public utility services to the customers of the former UI Operating Subsidiaries being 79 

merged into USI. 80 

Q: How will the Proposed Transaction affect employment at the Illinois Subsidiaries? 81 

A: The Merger will not have a material impact on employment at the Illinois Subsidiaries.  82 

The Proposed Transaction will not impact WSC or its contract with the Illinois 83 

Subsidiaries.   Any workforce changes that do occur are expected to result from 84 

influences encountered in the ordinary course of business (i.e. from attrition, retirements, 85 

and other voluntary measures), and thus the Proposed Transaction should not have a 86 

material impact on the personnel available to USI. 87 

Q: Will the Merger result in any unjustified subsidization of non-utility activities by USI? 88 
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A: No.  The Merger will not result in the unjustified subsidization of non-utility activities by 89 

USI or its customers.  At present, none of the Illinois Utilities engages in a significant 90 

level of non-utility activity, and it is not UI’s intention to change the nature of that 91 

activity as a result of the creation of USI and the merger of the Illinois Utilities with and 92 

into USI.  To the extent that USI engages in such activities in the future, it will, consistent 93 

with current practices and policies, maintain its books and records in such a manner as to 94 

fairly and reasonably allocate items to utility and non-utility activities, and allow the 95 

Commission to identify those costs and facilities that are properly included for rate-96 

making purposes. 97 

Q: How will the Merger affect the ability to raise necessary capital on reasonable terms? 98 

A: The Merger will not impair the ability to raise necessary capital on reasonable terms or to 99 

maintain a reasonable capital structure because just as UI provided the necessary capital 100 

to the Illinois Utilities, UI will continue to provide necessary capital to USI. 101 

Q: Will USI remain subject to all laws, regulations, rules, decisions and policies governing 102 

the regulation of Illinois public utilities previously applicable to the Illinois Utilities? 103 

A: Yes. 104 

Q: Will the Merger have any adverse effect in those markets over which the Commission has 105 

jurisdiction? 106 

A: No.  The Merger will have little, if any effect, on competition because no competitor will 107 

be eliminated and no concentration in the industry will occur as a result of the merger. 108 

Q: Would you please discuss the rate impacts on retail customers that may result from the 109 

Merger? 110 
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A: Upon consummation of the Merger, the existing rates of each of the Illinois Utilities will 111 

remain in effect for the customers located in divisions of USI corresponding to the 112 

service areas currently served by the Illinois Utilities.  Moreover, in the future, 113 

consolidation of the separate companies may result in an overall reduction of costs 114 

associated with the regulatory process that were included in the Illinois Utilities’ revenue 115 

requirements.  Consequently, the Merger will not result in any adverse rate impacts on 116 

retail customers in the aggregate.   117 

V.  Transaction Costs and Savings 118 

Q: What does Section 7-204(c) of the Public Utilities Act require this Commission to do 119 

with respect to the Proposed Transaction? 120 

A: Section 7-204(c) directs the Commission to rule on the allocation of savings resulting 121 

from the Proposed Transaction and to determine whether costs incurred in accomplishing 122 

the Proposed Transaction should be recovered and, if so, how those costs should be 123 

allocated.   124 

Q: Do you anticipate any savings to result from the Proposed Transaction? 125 

A: No duplication of functions will occur on account of the Merger, and thus no savings are 126 

expected to result on account of the elimination of any redundancies.  Any savings that 127 

do occur will be passed on to customers in future rate proceedings. 128 

Q: How should savings and costs resulting from or associated with the Proposed Transaction 129 

be allocated? 130 

A: Joint Applicants do not anticipate any appreciable savings as a result of the Proposed 131 

Transaction in the near term.  This is primarily due to the fact that the Merger will not 132 

impact USI on an operational level until USI initiates its first consolidated rate 133 
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proceeding.  In that proceeding, any savings that do result from the Merger will be passed 134 

on to ratepayers.  Because the Merger costs are being incurred pursuant to the direction of 135 

the Commission, solely to achieve savings that will passed on to the customers of the 136 

Illinois Utilities, for rate-making purposes the Commission should authorize the 137 

Applicants to either defer the costs associated with the Transaction or determine the costs 138 

be addressed as test year expenses for inclusion in the future USI rate case.  The 139 

Proposed Transaction in this case is distinguishable from other transactions approved by 140 

the Commission in the past for other companies, because those transactions were 141 

voluntarily proposed by firms often motivated in part by benefits associated with 142 

significant unregulated enterprises.   143 

VI.  The Water Service Corporation Agreement 144 

Q: Do the existing affiliated interest agreements between WSC and the Illinois Utilities need 145 

to be modified? 146 

A: With the Commission’s approval, each of the Illinois Utilities entered into Affiliated 147 

Interest Agreements (“AIA”) with Water Service Corporation, a wholly-owned 148 

subsidiary of UI, which furnishes certain administrative, engineering, operating, 149 

accounting, customer, construction, billing and legal services for each of the Illinois 150 

Utilities.  In Consolidated Dockets 11-0561 through 11-0566, the Commission approved 151 

the proposal of Illinois Utilities in that proceeding to participate in a future proceeding to 152 

modify the AIA to address Staff’s concerns regarding the sharing of customer 153 

information.  Joint Applicant’s propose to address this issue in this docket by adding a 154 

provision to the AIAs that would preclude WSC from sharing customer-specific 155 

information that it obtains from customers of USI if the customer has requested such 156 
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information not be provided to third parties.  Except for that limited modification, those 157 

contracts will not be affected by the Merger and will remain in place with USI with 158 

respect to each of the Illinois Utilities, which will be operated as divisions of USI. 159 

Q: Would you please summarize the conclusions that the Commission should reach based 160 

upon your testimony? 161 

A: My testimony demonstrates that the Proposed Transaction will promote the public 162 

convenience and necessity, and the requirements of Illinois law.  Specifically, my 163 

testimony shows that the Merger will not diminish the ability to provide adequate, 164 

reliable, efficient, safe and least cost service in Illinois.  I have discussed the estimated 165 

costs and savings resulting from the Proposed Transaction, and I explained why there is 166 

no anticipated need to allocate costs and savings between Joint Applicants’ utility and 167 

non-utility activities.  My testimony supports the conclusion that the Proposed 168 

Transaction will not result in the unjustified subsidization of non-utility activities by the 169 

Illinois Subsidiaries.  Finally, my testimony also shows that the Proposed Transaction 170 

will not result in any adverse rate impacts on retail customers in the aggregate.  For all 171 

the foregoing reasons, the Commission should approve the proposed Agreement and Plan 172 

of Merger. 173 

Q: Does this conclude your prepared direct testimony? 174 

A: Yes, it does.   175 


