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1. Q. Please state your name and business address. 1 

A. My name is Rochelle Phipps.  My business address is 527 East Capitol 2 

Avenue, Springfield, Illinois 62701. 3 

2. Q. Are you the same Rochelle Phipps who previously testified in this 4 

proceeding? 5 

A. Yes. 6 

3. Q. What is the purpose of your rebuttal testimony? 7 

A. I will respond to Mr. Arthur R. Olson’s rebuttal testimony regarding RME 8 

Illinois, Inc.’s (“RME” or the “Company”) financial ability to construct, 9 

operate and maintain onsite wastewater, collection and dispersal services 10 

for two parcels in Lake Villa and Long Grove, Lake County, Illinois (“Lake 11 

County areas”) without significant adverse financial consequences for the 12 

utility or its customers pursuant to Section 8-406(b)(3) of the Illinois Public 13 

Utilities Act (“Act”).1 14 

4. Q. Please summarize your findings and recommendations. 15 

                                                            
1 220 ILCS 5/8-406(b)(3). 
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A. In direct testimony, I recommended that the Company demonstrate it is 16 

capable of funding Staff’s recommended level of investment (i.e. 17 

$637,896) without significant adverse financial consequences for the utility 18 

or its customers.  I also recommended that the Company obtain a line of 19 

credit for at least $45,000.2  In rebuttal testimony, the Company agreed 20 

that it would invest $465,388 in the Falcon Crest wastewater system and 21 

$172,508 in the Eastgate Estates wastewater system.  The Company also 22 

agreed to obtain a $45,000 line of credit that is designated solely for the 23 

wastewater systems that would serve the Lake County areas.3  Yet, the 24 

Company has not provided Staff any supporting documentation from an 25 

external, i.e. non-Company, source that confirms the Company has done 26 

such.  Thus, I still have concerns regarding the Company’s ability to 27 

construct, operate and maintain wastewater systems for the Lake County 28 

areas without significant adverse financial consequences for the utility or 29 

its customers.  Therefore, I recommend the Company provide supporting 30 

documentation relating to funding Staff’s recommended level of 31 

investment and the line of credit on or before the Company files 32 

surrebuttal testimony.  If the Company does not provide those supporting 33 

documents, then, in my judgment, the Company has not satisfied the 34 

requirements of Section 8-406(b)(3) of the Act. 35 

                                                            
2 ICC Staff Exhibit 2.0, lines 27-33, 49-53 and 70-76. 

3 The Verified Rebuttal Testimony of Arthur R. Olson to Illinois Commerce Commission Staff Direct 
Testimony to Certificate of Convenience and Necessity (Exhibit RB-1), pp. 2-3. 
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If the Illinois Commerce Commission (“Commission”) grants the 36 

Company’s request for Certificates even if the Company does not provide 37 

this supporting documentation in surrebuttal testimony, then I recommend 38 

the Commission’s Order require the Company to provide the supporting 39 

documentation in compliance filings. 40 

5. Q. Has the Company specified how it intends to fund Staff’s 41 

recommended level of investment in the wastewater systems that 42 

will serve the Lake County areas? 43 

A. Yes.  According to the Company, it will fund Staff’s recommended level of 44 

investment as follows: 45 

The limited partners have agreed to contribute capital to the 46 
partnership in the amount of $465,388 for Falcon Crest and 47 
$172,508 for Eastgate Estates to finance the level of 48 
investment in the wastewater systems as recommended by 49 
Staff witness Marr.  The capital contributions are free of 50 
encumbrances and represent equity in RME Illinois, LLC.  51 
The capital contributions shall be placed in escrow with a 52 
title insurance company to pay for the installment of the 53 
central plant of Falcon Crest and Eastgate Estates.  The 54 
capital contributions shall be earmarked for public utility 55 
purposes only.4 56 

The Company states further: 57 

                                                            
4Company response to ICC Staff data request FD 4.01(a). 
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The Company will not borrow any funds for investment in the 58 
proposed construction, operation or maintenance of the 59 
wastewater system that will serve the Lake County areas.  60 
All funding shall be by capital contributions from the limited 61 
partners with no guarantee of repayment.  With no loan and 62 
no guarantee of repayment of the capital investment in the 63 
[wastewater] systems there [are] no adverse financial 64 
consequences for the utility or its customers.5 65 

6. Q. Do you have concerns regarding the Company’s ability to fund 66 

Staff’s recommended level of investment in the wastewater systems 67 

without significant adverse financial consequences for the utility or 68 

its customers? 69 

A. Yes.  Although I do not object to the Company’s proposed method for 70 

funding Staff’s recommended level of investment in the wastewater 71 

systems on its face, the Company has not provided any supporting 72 

documentation showing that it has done as it proposes to do to satisfy 73 

Staff’s concerns.  To ensure the Company is capable of funding Staff’s 74 

recommended level of investment in those wastewater systems without 75 

significant adverse financial consequences for the utility or its customers, 76 

the Company should provide documentation showing it has established an 77 

escrow account that includes contributed capital totaling $465,388 for 78 

Falcon Crest and $172,508 for Eastgate Estates that is designated solely 79 

for investment in the wastewater systems that will serve the Lake County 80 

areas.  Until the Company provides supporting documentation that 81 

                                                            
5Company responses to ICC Staff data request FD 4.01(b) and (e). 
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satisfies my concerns, I cannot recommend that the Commission find that 82 

the Company is capable of funding Staff’s recommended level of 83 

investment in those wastewater systems without significant adverse 84 

financial consequences for the utility or its customers. 85 

7. Q. Do you have concerns regarding the Company’s ability to obtain a 86 

line of credit of at least $45,000 for the wastewater systems that 87 

would serve the Lake County areas without significant adverse 88 

financial consequences for the utility or its customers? 89 

A. Yes.  In response to a Staff data request asking for a copy of the 90 

agreement between RME Illinois and an external lender for a line of credit 91 

for RME Illinois, in an amount equal to or greater than $45,000, which is 92 

designated for the sole purpose of funding expenditures relating to the 93 

Company’s utility operations for the two Lake County areas at issue in the 94 

instant dockets, the Company stated: 95 

We shall provide a letter of credit for Eastgate Estates and 96 
Falcon Crest before startup of each septic system in an 97 
amount which equals one year of operating expenses 98 
(excluding depreciation and amortization) and shall be 99 
earmarked for public utility purposes only.  The form shall be 100 
sent to the ICC for their review.6 101 

                                                            
6 Company response to ICC Staff data request FD 4.02.  Staff suspects the Company’s statement that 
“the form shall be sent to the ICC for their review” is intended to mean ICC Staff.  In any event, the 
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Staff has not received a copy of such agreement, but to satisfy Staff’s 102 

concerns on this issue, the Company should provide Staff a copy of the 103 

$45,000 line of credit for the wastewater systems during this proceeding.  104 

8. Q. If the Company provides supporting documentation relating to 105 

funding Staff’s recommended level of investment and obtaining a 106 

line of credit on or before the Company files surrebuttal testimony, 107 

then would you object to the Company’s request for Certificates to 108 

construct, operate and maintain wastewater systems for the Lake 109 

County areas? 110 

A. I would not expect to have an objection if the Company provides 111 

documentation, which demonstrates that the Company is able to finance 112 

the proposed construction without significant adverse financial 113 

consequences for the utility or its customers, to Staff on or before filing 114 

surrebuttal testimony.  However, Staff should be provided an opportunity 115 

to review the Company’s documents and, if necessary, propose 116 

modifications that, in Staff’s view, would safeguard the utility and its 117 

customers from potential significant adverse financial consequences.  118 

Submitting supporting documentation in Company surrebuttal provides 119 

Staff an opportunity to identify its concerns (and, ideally, resolve those 120 

                                                                                                                                                                                                
Company should provide to the ICC Staff a copy of the agreement between the Company and an external 
lender to address Staff’s recommendation regarding a line of credit for the Company. 
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issues) prior to the evidentiary hearing.  Similarly, this proposal provides 121 

the Company an opportunity to sufficiently address Staff’s concerns 122 

regarding the Company’s ability to finance the proposed construction 123 

without significant adverse financial consequences for the utility or its 124 

customers, as required by Section 8-406(b)(3) of the Act. 125 

9. Q. If the Company does not provide supporting documentation relating 126 

to funding Staff’s recommended level of investment and obtaining a 127 

line of credit on or before the Company files surrebuttal testimony, 128 

then would you object to the Company’s request for Certificates to 129 

construct, operate and maintain wastewater systems for the Lake 130 

County areas? 131 

A. Yes.  If the Company does not provide those supporting documents, then, 132 

in my judgment, the Company has not satisfied the requirements of 133 

Section 8-406(b)(3) of the Act. 134 

10. Q. In the event the Company is not able to provide a copy of the escrow 135 

agreement prior to or in surrebuttal testimony and the Commission 136 

finds that this documentation is not needed before it issues a 137 

Certificate, do you have an alternative suggestion regarding how the 138 

Company should address concerns relating to the escrow account? 139 
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A. Yes.  At minimum, I recommend the Company provide the following the 140 

information in testimony: (1) the reason it is unable to provide a copy of 141 

the escrow account agreement; (2) the name of each person and entity 142 

that will contribute capital to the escrow account; (3) the amount (in 143 

dollars) each person and entity will contribute to the escrow account; (4) a 144 

description of each and every condition attached to the funds held in the 145 

escrow account; (5) the expected date the Company will establish the 146 

escrow account; and (6) the expected date the Company will commence 147 

construction on the wastewater systems.  The provision of this information 148 

would not necessarily demonstrate that the Company could finance the 149 

proposed construction without significant adverse financial consequences 150 

for the utility or its customers, but it would provide a more substantial 151 

framework for the Company’s proposal and an opportunity for Staff to 152 

review key aspects of the escrow account sooner rather than later. 153 

Furthermore, if the Commission grants the Certificates under these 154 

circumstances, I recommend the Commission’s Order require the 155 

Company to file a compliance report with the Chief Clerk and Manager of 156 

the Finance Department within 10 business days of establishing the 157 

escrow account, which escrow account should be established no later 158 

than the date on which the Company commences construction on the 159 

wastewater systems.  The compliance report should include the following 160 

information: (1) a copy of the escrow account agreement; (2) the name of 161 
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each person and entity that contributed capital to the escrow account; (3) 162 

the amount (in dollars) each person or entity contributed to the escrow 163 

account; (4) a description of each and every condition attached to the 164 

funds held in the escrow account; and (5) the date on which the Company 165 

commenced construction on the wastewater systems.  Such compliance 166 

report should be filed in connection with Docket Nos. 07-0331/0332 167 

(consolidated) and include verification from Mr. Olson. 168 

Until the Company files the compliance report, I recommend the 169 

Commission require the Company to file status reports on March 31, June 170 

30, September 30 and December 31 of each year until the Company 171 

establishes the escrow account.  Those status reports should include 172 

verification from Mr. Olson that indicates the Company has not established 173 

the escrow account and the utility has not commenced construction on the 174 

wastewater systems. 175 

The advantage of requiring compliance reports is that such requirements 176 

would inform the Commission (and Staff) of the status of the escrow 177 

account and allow them to review the final terms of the escrow account 178 

once it is established.  The disadvantage of compliance reports in 179 

comparison to reviewing such documentation during the course of the 180 

Certificate proceedings is that compliance reports do not provide Staff an 181 

opportunity to comment upon or suggest modifications to safeguard 182 
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ratepayers’ interests should the terms of the escrow account fail to do so 183 

sufficiently. 184 

11. Q. In the event the Company is not able to provide a copy of the 185 

agreement for a line of credit in surrebuttal testimony and the 186 

Commission finds that this documentation is not needed before it 187 

grants a Certificate, do you have a suggestion regarding how the 188 

Company can address concerns relating to supporting 189 

documentation for the line of credit? 190 

A. Yes.  I recommend the Company explain why it is unable to provide a 191 

copy of the agreement for a line of credit agreement and provide a letter of 192 

intent from an external lender for the line of credit that includes, at 193 

minimum, the following information: (1) the name of the lender; (2) each 194 

and every borrower under the line of credit; (3) the amount (in dollars) of 195 

the line of credit; (4) a description of each and every condition attached to 196 

borrowings under the line of credit; (5) the expected date the Company will 197 

establish the line of credit; and (6) the expected date the Company will 198 

provide utility service to its first customer. 199 

Furthermore, if the Commission grants the Certificate even though the 200 

Company has not provided documentation of a line of credit, I recommend 201 

the Commission’s Order require the Company to file a compliance report 202 
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with the Chief Clerk and Manager of the Finance Department within 10 203 

business days of establishing the line of credit, which line of credit should 204 

be established no later than the date on which the Company provides 205 

utility service to its first customer.  The compliance report should include 206 

(1) a copy of the agreement establishing the line of credit, (2) the dollar 207 

amount of the line of credit, (3) a description of each and every condition 208 

attached to borrowings under the line of credit; and (4) the date on which 209 

the Company provides utility service to its first customer.  The compliance 210 

report should be filed in connection with Docket Nos. 07-0331/0332 211 

(consolidated) and include verification from Mr. Olson. 212 

Until the Company files the compliance report, I recommend the 213 

Commission require the Company to file reports on March 31, June 30, 214 

September 30 and December 31 of each year until the Company 215 

establishes the line of credit.  Each status report should include 216 

verification from Mr. Olson that indicates the Company has not established 217 

a line of credit and the utility is not providing utility service to any 218 

customers. 219 

Again, this alternative of filing compliance reports does not provide Staff 220 

an opportunity to review or make suggestions for changes to the terms of 221 

the line of credit that would safeguard ratepayers’ interests in the event 222 

the terms of the agreement for a line of credit fail to do so sufficiently.  223 
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Thus, I still have concerns regarding the Company’s ability to satisfy the 224 

requirements of the Act by demonstrating it is capable of funding the 225 

proposed construction without significant adverse financial consequences 226 

for the utility or its customers. 227 

12. Q. Does this conclude your rebuttal testimony? 228 

A. Yes, it does. 229 


