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I.  Background And Purpose 1 

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

A. Steven M. Lubertozzi, President of each of the 23 Operating Subsidiaries of Utilities, 3 

Inc., 2335 Sanders Rd., Northbrook, IL 60062. 4 

Q. Are you the same Steven M. Lubertozzi who filed direct testimony on behalf of 5 

Utility Services of Illinois and the 23 Operating Subsidiaries of Utilities, Inc. (“Joint 6 

Applicants”) in this docket? 7 

A. Yes. 8 

Q. What is the purpose of your testimony? 9 

A. The purpose of my testimony is to respond to portions of the pre-filed direct testimony 10 

filed by the Commission Staff witnesses Mike Ostrander, Tom Smith and David Sackett, 11 

and I will discuss Water Service Corporation’s contract status with HomeServe. 12 

 13 

II.  Ostrander Recommendations 14 

Q. Please describe recommendations and requirements discussed in Mr. Ostrander’s 15 

testimony.  16 

A. First, Mr. Ostrander recommends that payments received from HomeServe be recorded 17 

above the line for future ratemaking proceeding, which the Company would agree to in 18 

future ratemaking proceedings.  However, this point will be moot as discussed later in my 19 

testimony because Water Service Corporation (“WSC”) will cease any affiliation with 20 

HomeServe regarding offerings in Illinois and therefore will no longer receive revenue or 21 

payments as it pertains to its Illinois customers. 22 
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Q. Please describe the next recommendation and requirement discussed in Mr. 23 

Ostrander’s testimony.  24 

A. Second, Mr. Ostrander recommends that any costs incurred by WSC to perform under the 25 

HomeServe contract should not be allocated to the 23 Operating Subsidiaries of Utilities, 26 

Inc.  WSC would agree to this as long as any costs were offset by payments received 27 

from HomeServe, so only the net payments are included above the line for ratemaking 28 

purposes.  However, WSC does not currently incur costs associated with the HomeServe 29 

contract.  All mailings are sent customers directly by HomeServe, so there are no mailing 30 

costs.   There are no training costs associated with WSC’s Customer Service as WSC 31 

does not handle calls pertaining to HomeServe products or services.  All mailings contain 32 

a direct telephone number to the HomeServe call center.  Additionally, this point will be 33 

moot as discussed later in my testimony because WSC will cease any affiliation with 34 

HomeServe regarding offerings in Illinois. 35 

Q. Please describe the next recommendation and requirement discussed in Mr. 36 

Ostrander’s testimony.  37 

A. Next, Mr. Ostrander recommends that the Affiliated Interest Agreement should be 38 

amended with the rider attached to Mr. Sackett’s testimony (Attachment E).  I will 39 

address the amendment and the rider later in my testimony when I address Mr. Sackett’s 40 

recommendations. 41 

Q. Please describe the next recommendation and requirement discussed in Mr. 42 

Ostrander’s testimony. 43 
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A. Mr. Ostrander recommends that the Commission Staff be granted full access to Utilities, 44 

Inc’s and its subsidiaries books and records, and that Utilities, Inc. provide an annual 45 

review of allocations and file a report by March 31st of each year.  Currently, the 46 

Commission Staff has full access to Utilities, Inc.’s and its subsidiaries’ books and 47 

records, which includes Utilities, Inc.’s unregulated services organization Water Service 48 

Corporation.  Water Service Corporation allocates expenses at cost without markup 49 

consistent with an Affiliate Agreement approved in Docket Nos. 94-0157 and 08-0335.  50 

Additionally, the requirement to conduct an annual review of the allocations was 51 

previously agreed to by the Staff, the 23 Operating Subsidiaries of Utilities, Inc. and 52 

Utilities, Inc. in Docket No. 12-0279. 53 

Q. Please describe the next recommendation and requirement discussed in Mr. 54 

Ostrander’s testimony. 55 

A. Ostrander recommends that Utility Services of Illinois, Inc. (“USI”) be allowed to 56 

recover the non-legal incremental costs incurred in accomplishing the proposed 57 

reorganization in future rate proceedings as follows: a) Costs to be deferred is limited to 58 

the lesser of $10,000 or the actual  reasonable and prudent costs incurred as determined in 59 

the initial consolidated rate proceeding; and b) Amortization of the deferred costs will 60 

utilize the same amortization period as rate case expense as determined in the initial 61 

consolidated rate proceeding. 62 

Q. Do you agree with Mr. Ostrander’s recommendation? 63 
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A. Not completely.  Mr. Ostrander is limiting the amount recoverable to the estimate 64 

provided, which is all that it was -- an estimate.  USI should be allowed to include actual 65 

reasonable and prudent costs incurred as determined in the initial consolidated rate 66 

proceeding, and there should be no arbitrary ceiling based on an estimate.  However, I do 67 

agree in concept that actual reasonable and prudent costs incurred as determined in the 68 

initial consolidated rate proceeding should be deferred and then amortized utilizing the 69 

same amortization period as rate case expense as determined in the initial consolidated 70 

rate proceeding, subject to the Staff standard rate case audit process. 71 

 72 

III.  Smith Recommendations 73 

Q. Please describe recommendations and requirements discussed in Mr. Smith’s 74 

testimony.  75 

A. Mr. Smith recommends that USI to file a new single set of Rules, Regulations, and 76 

Conditions of Service tariffs for both water and sewer service, within five (5) business 77 

days after the date of service of the final Order, with an effective date of not less than five 78 

(5) business days after the date of filing, for service rendered on and after their effective 79 

date, with individual tariff sheets to be corrected within that time period.  USI will 80 

comply with this recommendation. 81 

 82 

IV.  Sackett Recommendations 83 

Q. Have the Companies violated of the Public Utilities Act or Rules of the Illinois 84 

Commerce Commission by “allowing WSC to sell the use of Illinois Utilities ratepayer 85 

information without Commission approval.”  86 
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A. No.  The only information that WSC provides to HomeServe is the postal address of utility 87 

customers and unique identification numbers that enable HomeServe and WSC to track the 88 

payments due to WSC under the contract.  WSC obtains address information from 89 

customers as it is authorized to do by the Affiliated Interest Agreement (“AIA”) approved 90 

by the Commission in Docket 08-0335.  The Public Utilities Act contains no language 91 

further restricting the transfer by an affiliate of information lawfully obtained from the 92 

utility.  It is the policy of Utilities, Inc. and its affiliates to maintain the confidentiality of 93 

all utility customer usage information and credit history, except as otherwise required by 94 

law.  No customer usage or credit history is provided to HomeServe by WSC, and no such 95 

information is required to be provided under the agreement between HomeServe and WSC.  96 

Customers do not provide their addresses on a confidential basis, and such information is 97 

publicly available from other sources.   98 

  99 

 Neither the AIA nor the Public Utilities Act contains language, and Mr. Sackett has not 100 

identified any language in the AIA, that precludes WSC from providing to HomeServe, or 101 

any other third party, the mailing addresses that WSC uses to perform the billing services 102 

for the Illinois Utilities.  In fact, the lack of such a provision is the basis for Mr. Sackett’s 103 

recommendation that the AIA be amended with a Rider that would include a provision 104 

contractually preventing WSC from using information about the utility’s customers such as 105 

their addresses to market any product or service that is a non-utility product or service to 106 

any customer of the utility.  ICC Staff Ex. 5.0, Attachment E, ¶4.  If such a restriction was 107 

specifically required by the Public Utilities Act, Staff’s proposed revision to the AIA would 108 

be superfluous.   At the time the AIA was submitted for review and approval, it was 109 
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thoroughly reviewed by Staff, who suggested specific changes that Staff deemed 110 

appropriate.  The AIA permits WSC to perform the billing services for which WSC must 111 

obtain customer mailing addresses, and at the time the AIA was approved Staff never 112 

suggested there should be any limitation on the use of information that WSC obtained from 113 

customers.  In hindsight, Staff now recommends that the AIA be amended to contractually 114 

restrict the uses WSC may make of the customer addresses, and the Joint Applicants have 115 

no objection to the Staff recommendation at this time.   116 

Q. Do you agree with Mr. Sackett’s suggestion at page 14 of his testimony that the “AIA 117 

does not authorize any passage of ratepayer information to any third party?” 118 

A. Nowhere in the AIA did I find any language that says WSC is not authorized to pass any 119 

ratepayer information to any third party, and Mr. Sackett did not quote any.  Again, it is the 120 

lack of wording saying that WSC is not so authorized that is the impetus for Staff’s 121 

recommendation that such language be incorporated into the AIA.   122 

Q. Do you agree with Mr. Sackett’s statement at page 14 of his testimony that “the 123 

confidential customer information provided by WSC to HomeServe is utility 124 

information, not affiliate information?” 125 

A.  No.   The street address of a customer is not confidential. Customers have not requested 126 

that their addresses not be provided to third parties.  Their addresses are publicly available 127 

from numerous sources including the phonebook, post office, and city directories.   128 

Q. Do you agree with Mr. Sackett’s recommendation that the Service Company be 129 

prohibited from using customers’ information for any non-utility purpose? 130 

A. USI would not object to modifying the AIA to preclude WSC from sharing customer 131 

information with third parties for non-utility purposes.  However, Mr. Sackett’s broadly 132 
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worded prohibition would preclude WSC from including bill inserts advertising the service 133 

of third parties.  Bill inserts reduce the cost of mailing customer bills.  Other Illinois 134 

utilities routinely include advertising inserts from third parties as a way to reduce the cost 135 

of mailings that must be recovered from customers.  For example, Nicor Gas includes the 136 

following on bill inserts: Inclusion of this insert does not imply an endorsement by Nicor 137 

Gas of the products or services advertised.  138 

Q. Do you agree with Mr. Sackett’s recommendations that USI be excluded from the 139 

current HomeServe contract and that USI recover all of their ratepayer information 140 

that has been provided to HomeServe. 141 

A. The current contract between WSC and HomeServe consists of mutual undertakings 142 

binding upon both parties, and USI cannot unilaterally change the terms without the 143 

agreement of HomeServe.  UI discussed these issues with HomeServe and effective March 144 

31, 2013 HomeServe will cease all marketing efforts in Illinois.  Having just recently 145 

agreed to cease all marketing efforts in Illinois, HomeServe and WSC have not determined 146 

how to alter their contract, if necessary.  However, WSC will no longer receive payments 147 

from HomeServe for monies received from customers of the 23 Operating Subsidiaries of 148 

Utilities, Inc. based on the existing contractual agreement.   WSC will no longer provide 149 

HomeServe with the mailing address of customers and unique identification numbers.  150 

WSC may accomplish this by negotiating a mutually acceptable resolution with 151 

HomeServe.  For example, rather than having the HomeServe solicitations mailed to USI 152 

customers by HomeServe at its own expense, parties could agree that customers would be 153 

solicited through USI bill inserts paid for by HomeServe.  With respect to the 154 

recommendation to “recover all of their ratepayer information [i.e., the street addresses] 155 
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that has been provided to HomeServe,” there is no practical way to accomplish this 156 

objective.  As I noted previously, mailing addresses are readily available from a multitude 157 

of sources.  Even if HomeServe agreed to delete the previously provided information from 158 

its database, there would be no way to determine whether HomeServe continued to use the 159 

mailing addresses provided by the utilities or developed a new address list from other 160 

sources. 161 

Q. Do you agree with Mr. Sackett’s nine recitals that he included in his suggested rider? 162 

A. I made revisions to his rider, based on my testimony and have attached the revised rider to 163 

my testimony as Exhibit 2.1. 164 

Q. Do you believe it is necessary or appropriate to delay the approval of the 165 

consolidation of the separate Illinois operating utilities in order to resolve the 166 

HomeServe contract issues? 167 

A. No.  Except for some minor details regarding the HomeServe issues, all parties are in 168 

agreement that the Joint Applicants’ request to consolidate the Illinois operating utilities 169 

should be approved.  On a prospective basis, USI has no objection to modifying the AIA to 170 

preclude WSC from sharing customer information with third parties for non-utility 171 

purposes.  USI is also willing to record net Illinois revenues from the HomeServe contract 172 

above the line so that ratepayers’ rates reflect the benefit of those revenues in the test year.  173 

However, this point is moot as WSC will no longer receive payments from HomeServe as 174 

it pertains to the 23 Illinois Operating Subsidiaries.  Until the merger is approved, USI will 175 

not be able to initiate a consolidated rate proceeding, which would delay the rate design 176 

benefits that were a motivating factor for the Commission’s direction to UI to develop a 177 

consolidation plan.  In order to expedite the benefits of the consolidation, the Joint 178 
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Applicants believe that the public interest would be best served if the Commission entered 179 

an agreed order approving the merger including prospective modifications of the AIA, and 180 

resolved any issues with respect to the past operation of the HomeServe contract in a 181 

separate proceeding if necessary. 182 

Q. Does this conclude your prepared rebuttal testimony? 183 

A: Yes, it does. 184 


