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I.  PROCEDURAL HISTORY 
 
 On December 1, 2000, Utilities, Inc. (“UI”), Holiday Hills Utilities, Inc. (“HHUI”) and 
Community Service Corporation (“CSC”) (collectively,  “Petitioners”) filed a Joint Petition 
with the Illinois Commerce Commission (“Commission”) for: (1) approval of a Purchase 
Agreement in which HHUI is to acquire the assets of CSC; (2) cancellation of the Certificate 
of Public Convenience and Necessity of CSC; (3) issuance of a Certificate of Public 
Convenience and Necessity to HHUI to provide public utility water service in the CSC 
service area; (4) authorization for HHUI to continue the public utility business of CSC in a 
substantially unchanged manner; and (5) authorization for entry by HHUI into a service 
contract with Water Service Corp.  The Joint Petition was docketed as Ill. C.C. Docket No. 
00-0763.   
 
 Pursuant to notice as required by law and the rules and regulations of the 
Commission, this matter was set for hearing before a duly qualified Hearing Examiner of the 
Commission at its offices in Chicago, Illinois on February 15, 2001.  The Petitioners 
appeared through counsel and presented the testimony of Erin L. Nicholas, Regulatory 
Analyst for Utilities, Inc. in support of the Joint Petition. Testimony was also presented by 
Commission Staff. 
 
 At the conclusion of the hearing on February 15, 2001, the parties advised the 
Hearing Examiner that they agreed to waive further briefing and the record was marked 
“Heard and Taken”. 
 
II. BACKGROUND 
 
 HHUI is a corporation duly incorporated under and by virtue of the laws of the State 
of Illinois.  UI, an Illinois corporation with its principal office in Northbrook, Illinois, is the 
parent company of HHUI.  All of the issued and outstanding shares of stock of HHUI are 
owned by UI. 
 
 CSC is a corporation duly organized and existing under and by virtue of the laws of 
the State of Illinois.  It is a “public utility” within the meaning of Section 3-105 of the Public 
Utilities Act, 220 ILCS 5/1-101 et seq. (the “Act”) and is subject to the jurisdiction of the 
Commission.  CSC provides public utility water service to approximately 240 customers in 
McHenry County, near the Village of Island Lake.  The system is situated approximately 12 
miles south of UI’s Northern Properties operations.  The water system is approximately 42 
years old. 
 
 No officer or director of UI or HHUI owns any stock of CSC or has any interest in the 
proposed transaction within the meaning of Section 7-101 of the Act; nor do HHUI and CSC 
have any officers or directors in common. 
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III. DESCRIPTION OF THE PROPOSED REORGANIZATION 
 
 HHUI entered into a Asset Purchase Agreement with CSC, under which HHUI will 
purchase from CSC all of the assets of CSC.  A copy of the Purchase Agreement was 
submitted in this proceeding as Exhibit A of the petition.  
 
 The estimated purchase price of the assets under the Purchase Agreement is 
$150,000, subject to adjustment after closing to reflect any amount of any current, and/or 
accrued customer accounts receivable transferred by CSC to HHUI and any and all 
liabilities assumed by HHUI. 
 
 From and after the effective date of the acquisition, CSC will relinquish its public 
utility business to HHUI, the surviving corporation.  HHUI will continue all services provided 
by CSC in the area presently served by CSC, without interruption.  All rights, duties and 
obligations of CSC of every sort will be vested in and assumed by HHUI.  HHUI, therefore, 
requests that the Commission approve issuance to HHUI of a Certificate of Public 
Convenience and Necessity (“Certificate”) for the area previously served by CSC, effective 
on the date of the acquisition.  The area covered by the Certificate is depicted and legally 
described in Exhibit A attached to this Order.  The Certificate currently held by CSC was 
issued in Docket No. 45625 (Feb. 3, 1959). 
 
 From and after the effective date of the merger and until such time as changes are 
approved by the Commission, HHUI, as the surviving corporation, will maintain in effect the 
various rates, rules, regulations, terms and conditions of service to the public heretofore 
approved by the Commission and in effect in the area previously served by CSC.  HHUI, 
upon completion of the acquisition, will file revised tariff sheets reflecting the name change 
for the service area. 
 
IV. UNCONTESTED ISSUES 
 
A. Section 7-204(a) and (b) of the Act Criteria 
 
 The execution of the terms of the Agreement would constitute a reorganization as 
defined under Section 7-204(a) of the Act.  Section 7-204(b) of the Act provides that in 
approving a 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 
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costs and facilities which are properly included by the utility for rate-making 
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; 
and 

  
(7) the proposed reorganization is not likely to result in any adverse rate impacts 

on retail customers. 
 
 The Petitioners contend that the proposed reorganization meets these seven 
criteria. 
 
 Petitioners’ witness Nicholas explained that subsequent to the reorganization, HHUI 
will enhance the adequacy, reliability, efficiency and safety of service provided to 
customers in the CSC service area.  Ms. Nicholas indicated that HHUI will operate the CSC 
system with the long-term goal of UI which requires providing high quality water service.  
Staff witness King found no reasons to dispute the Petitioners’ statement in its petition that 
HHUI would provide adequate, reliable, efficient, safe public utility services, as required by 
Section 7-204(b)(1). 
 
 Further, Staff witness King agreed with Ms. Nicholas that this  acquisition would be 
in the public interest to CSC customers to have HHUI serve the area.  Mr. King testified that 
some of the smaller utilities have water quality problems, inadequate service, and/or 
financial instability.  Mr. King indicated that such water quality and service problems often 
stem from the owner’s inability to raise the necessary funds to make capital improvements 
or large repairs to the water distribution system.  In some instances, owners are required to 
utilize their homes as collateral to raise necessary funds for the capital improvements from 
financial institutions.  Mr. King supported the acquisition for three primary reasons.  First, 
the acquisition of CSC by HHUI would provide the customers in the service area with a 
higher level of technical expertise and resources to meet the changing environmental 
regulations of the water industry.  Second, the acquisition would provide for long-term 
savings to the customers of CSC and HHUI.  Both Ms. Nicholas and Mr. King indicated that 
the long-term savings would be achieved through better economies of scale and operating 
efficiencies associated with spreading expenses, such as management, operators and 
chemicals, over a wider customer base.  Third, the acquisition would replace a small utility 
with a larger utility, providing easier access to the capital needed to make improvements at 
a lower cost of debt. 
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 Petitioners stated ”that the proposed reorganization will not result in the unjustified 
subsidization of non-utility activities by HHUI or its customers.” Staff witness Griffin agreed.  
Thus, the proposed reorganization will not result in the unjustified subsidization of non-
utility activities by the utility or its customers and is in compliance with Section 7-204(b)(2). 
 
 Staff witness Griffin also stated that, to the extent that there would be any costs 
associated with non-utility activities, the Company has allocation procedures that would 
serve as a reasonable means to guard against the unjustified subsidization of non-utility 
activities.  Thus, he recommended that the Commission find 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 in compliance with Section 7-204(b)(3).   
 
 Petitioners witness Nicholas testified that an advantage of having HHUI and UI 
purchase the CSC system was “that capital is available for improvements and expansion at 
reasonable rates.”  Staff witness McNally presented evidence regarding the financial 
implications of the proposed transaction.  He stated that as the indirect owner of the capital 
stock of HHUI and the conduit through which it will access capital markets, Utilities, Inc. 
must maintain a level of financial strength sufficient to raise capital on reasonable terms.  
His review of Utilities, Inc.’s pre-tax interest coverage, funds from operations interest 
coverage, total debt to total capital, and funds from operations to total debt ratios for 1998 
and 1999 indicates each is at or above the benchmarks set by Standard & Poor’s ratings 
agency for a credit rating of BBB.  Thus, Mr. McNally concluded that 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, as required by Section 7-
204(b)(4). 
 
 Mr. King presented evidence that with the acquisition of CSC by HHUI, HHUI would 
continue to be under the jurisdiction of the Commission and therefore, would continue to be 
subject to all applicable laws, regulations, rules, decisions and policies governing regulated 
public utilities, as required by Section 7-204(b)(5). 
 
 Petitioners’ witness Nicholas testified that HHUI will provide water service to CSC’s 
existing service area under the current water rates, rules, regulations and conditions of 
service. Since the Company plans to operate under the current rates and rules, Mr. King 
testified there appeared to be no adverse rate impact on the customers, as required by 
Section 7-204(b)(7).  However, Mr. King did agree with Ms. Nicholas that the customers will 
experience some future rate increases as improvements are made to the water distribution 
system.  Mr. King indicated that rate increases should occur even if ownership remains 
under CSC. 
 
 Accordingly, the Commission finds that the proposed reorganization meets the 
seven criteria of Section 7-204(b) of the Act. 
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 B. The Purchase Agreement 
 
 UI and CSC have entered into a Purchase Agreement (the “Agreement”) whereby 
HHUI would acquire all of the property and assets of CSC.  HHUI was not in existence at 
the time that the Agreement was executed, but Utilities, Inc. has assigned its rights under 
the Agreement to HHUI. 
 
 Pursuant to and in accordance with the terms of the Agreement, CSC will deliver to 
HHUI all of CSC’s right, title and interest in and to all of the properties and assets, including 
the public utility water facilities, of CSC for the purchase price of $150,000, increased by 
the amount of any cash or current accounts receivable transferred by CSC to HHUI and 
decreased by any liabilities assumed by HHUI.  The projected Closing Date for the 
proposed purchase is within 30 days following approval of the Joint Petition by the 
Commission. 
 
 From and after the Closing Date, HHUI intends to continue CSC’s public utility 
business in a substantially unchanged manner, except that the business will be operated as 
a subsidiary of Utilities, Inc.  The CSC service area will be subject to a tariff separate from 
the tariffs applicable to UI’s other customers, and the operating and maintenance expenses 
attributable to the CSC service area will be ascertainable, allowing for a separate 
determination of its cost of service in order to prevent cross-subsidization of operating and 
maintenance expenses between different customer groups of UI. 
 
 C. The Accounting Treatment and Financing of the Transfer 
 
 Petitioners presented evidence that estimated the accounting treatment of the 
acquisition.  Ms. Nicholas testified that the purchase price will be $150,000.  A debit of 
approximately $20,225 will be made in the form of a plant acquisition adjustment.  The 
acquisition adjustment is the difference between the purchase price and the net book value 
of the plant assets of $151,776  less the net contributions in aid of construction of $22,001. 
 
 Accordingly, Petitioners estimate that approximately $293,102 will be debited to 
Water Plant Assets and $141,326 will be credited to Accumulated Depreciation, $36,678 
will be credited to Contributions in Aid of Construction (“CIAC”) and $14,671 will be debited 
to Accumulated Amortization of CIAC, $150,000 credited to cash as the purchase price, 
and $20,225 will be debited as the acquisition adjustment.  The acquisition adjustment will 
not be reflected for rate-making purposes.  These dollar amounts are based on the 1999 
annual report of CSC, plus an estimate for the costs associated with certain capital 
improvements incurred in 2000 and an estimate for 2000 additions to accumulated 
depreciation.  CSC will file 2000 and 2001 annual reports and UI will obtain the accounting 
records of CSC at closing.  Accordingly, because the actual dollar amounts debited and 
credited to the accounts of HHUI will be based on that report and those records, such 
amounts may vary somewhat from the estimated figures. 
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 Amortization of the acquisition adjustment will be booked below-the-line at 2% per 
year as a credit to Amortization of Utility Plant Acquisition Adjustments, and a debit to 
Accumulated Provision for Amortization of Utility Plant Acquisition Adjustments.  This 2% 
rate equals the composite depreciation rate applicable to HHUI’s utility plant in service. 
 
 Staff witness Griffin recommends that the Commission Order conclude that the 
acquisition adjustment should be recorded in Account 114, “Utility Plant Acquisition 
Adjustments”, and be amortized below the line to Account 426, “Miscellaneous Non-Utility 
Expenses” over 50 years. 
 
 HHUI proposes to finance its acquisition of the property and assets of CSC through 
funds provided by UI.  These funds will consist of approximately 53% debt and 47% equity, 
which approximates the existing capital structure of UI and its subsidiaries.  Inter-company 
funding provides the lowest cost of financing for HHUI.  The Commission concludes that the 
proposed financing will not have adverse financial consequences for UI or HHUI nor will the 
proposed financing have adverse financial consequences for CSC’s customers who will be 
served by HHUI after the acquisition. 
 
 D. The Service Contract Agreement 
 
 HHUI seeks Commission authorization to enter into a service contract with Water 
Service Corp. (“WSC”), which is a wholly-owned subsidiary of UI that provides centralized 
data processing, accounting, tax reporting, regulatory reporting, capital financing, 
purchasing and engineering functions to the 350 utility systems owned by UI.  By 
centralizing these functions, the customers of each of UI’s operating companies can benefit 
from economies of scale that otherwise would not exist if each individual company were to 
contract for the services independently.  In this sense, fixed costs are spread over a large 
customer base. 
 
 Petitioners presented evidence that one of the primary benefits of the WSC 
agreement will be HHUI’s access to a large pool of human resources from which to draw 
upon.  In addition, the UI group of companies has national purchasing power which will 
result in lower costs to ratepayers.  Expenditures for insurance, vehicles, chemicals and 
meters are a few examples of purchases where national contracts provide tangible benefits 
to ratepayers. 
 
 Pursuant to the service agreement, whenever practical, costs incurred by WSC that 
are directly associated with providing service to a specific UI subsidiary will be directly 
billed to that company.  Costs that cannot be identified to a specific company are spread to 
the operating companies primarily based on the number of customers served.  Accordingly, 
HHUI will pay to WSC the direct cost of the services provided as well as the costs 
associated with its proportional share of the investment in the service company’s rate base.  
These costs include depreciation, amortization, interest on debt and the cost of equity 
capital.  The addition of HHUI to the UI group of companies will result in a 0.137% 
allocation of WSC’s indirect costs to HHUI and a very insignificant decrease in the 
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allocation percentages of all other utilities, less than a fraction of one percent.  This 
methodology has been in use and has been approved by the Commission for other UI 
subsidiary water and sewer utilities. 
 
 Staff witness Griffin stated that all of UI’s Illinois subsidiaries have such a service 
contract with WSC.  Various administrative costs are allocated to utilities for services 
performed by WSC.  During each prospective rate case, Staff would review the allocations 
for appropriateness.  Mr. Griffin recommends that the Commission approve the service 
contract between HHUI and WSC.  Accordingly, the Commission approves the service 
contract under consideration in this case.  
 
 E. Cancellation of CSC’s certificate 
 
 CSC requested to cancel and discontinue its provision of public utility water service 
within the area legally described in Exhibit A attached to this Order.  Pursuant to the 
Agreement, CSC will operate and maintain its public utility business within the area it 
serves until the Closing Date.  From and after the Closing Date, CSC proposes to abandon 
its public utility business within the area it currently serves, and HHUI proposes to carry on 
the public utility business in this same area and to operate the system presently operated 
by CSC.  The Commission finds that the record establishes that CSC should be permitted, 
on and after the Closing Date, to abandon and discontinue its public utility business, and 
that its Certificate of Public Convenience and Necessity should be cancelled. 
 
 F. Issuance of Holiday Hills Utilities, Inc. Certificate 
 
 HHUI requests that the Commission enter an Order issuing to HHUI a Certificate of 
Public Convenience and Necessity, effective on and after the Closing Date, authorizing 
HHUI to operate and maintain the water system currently operated and maintained by CSC, 
and to engage in the business of furnishing public utility water service within the area 
currently served by the CSC, described in Exhibit A attached to this Order. 
 
 The record establishes that HHUI has the managerial, technical, and financial ability 
to serve the area currently served by CSC. Thus, the Commission finds that a Certificate of 
Public Convenience and Necessity and the authority to serve the aforementioned area 
should be granted to HHUI. 
 
 G. Proposed Rates, Rules and Regulations 
 
 HHUI proposes to provide public utility water service to the public pursuant to the 
rates, rules, regulations, and terms and conditions of service which have been approved by 
the Commission and which are currently in effect in the CSC service area. 
 
 Staff agreed with Ms. Nicholas that HHUI should file new tariff sheets reflecting the 
change in the Company’s name and that the revised tariff sheets be filed within 30 days of 
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the Order, and at that time CSC's tariffs be cancelled.  The Commission concurs with this 
recommendation. 
 
 H. Account 104 “Utility Plant Purchased or Sold” 
 
 Staff witness Griffin recommends that the Commission order HHUI to comply with 
Paragraph B of the instruction to Account 104, “Utility Plant Purchased or Sold” of the 
Uniform System of Accounts for Water Utilities (83 Ill. Adm. Code 605), and require the 
Petitioners to file with the Commission, and a copy to the Manager of the Accounting 
Department, the journal entries to clear from this account the amounts recorded therein.  
The Commission so orders HHUI. 
 
V. CONTESTED ISSUE 
 
 Section 7-204(c)of the Act provides that 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 reorganization and, if so, the amount of costs eligible 
for recovery and how the costs will be allocated.”  In this proceeding, the treatment of 
certain merger costs (“transaction costs”) was a contested issue between HHUI and Staff. 
 
 A. Staff’s Position 
 
 Staff witness Griffin stated that recent Commission Orders, decided which have 
been entered after the adoption of Sec. 7-204(c), effective December 16, 1997, have 
disallowed recovery of transaction costs from ratepayers.  Mr. Griffin asserts Staff noted 
that the Commission has disallowed transaction costs in the following dockets: 
 

98-0545 and 98-0546 – the merger of CIPS and UE into Ameren; 
99-0121 - the rate determination of AmerenCIPS and AmerenUE for 
unbundled non residential delivery services; 
98-0555 - the merger of SBC and Ameritech; 
98-0866 - the merger of GTE and Bell Atlantic; 
99-0418 - the merger of Illinois American Water and Northern Illinois Water; 
and 
99-0457 -the merger of Illinois American Water and United Water Company. 

 
 Staff argues that allowing the recovery of merger transaction costs from ratepayers 
is inconsistent with the Commission’s interpretation of Section 7-204(c) of the Act in 
previous dockets.  Therefore, Mr. Griffin Staff recommends that the Commission disallow 
recovery of these transaction costs as an expense to ratepayers and that the entire cost 
incurred to affect the merger be charged to Account 426, Miscellaneous Non-Utility 
Expenses.   
 
 B. Holiday Hills Utilities, Inc.’s Position 
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 The transaction costs were incurred in accomplishing the proposed transaction.  
HHUI estimates the total amount of such costs to be approximately $7,000.  HHUI’s 
position, stated at the February 15, 2001 hearing by counsel, is that those costs should be 
recovered by HHUI and therefore recorded in its Organizational Expense Account, which 
would permit the amount of those costs to be included in HHUI’s rate-base at its next rate 
filing.  HHUI asserts that: (1) The proposed transaction is in the public interest, and will 
bring the benefits of professional management, greater access to capital, improved ability 
to comply with environmental regulation and lower rates to CSC’s customers; (2) the 
Commission has demonstrated a policy of encouraging transactions like the proposed one, 
where a professionally managed utility takes over the operation of a non-professionally 
managed utility system; and, (3) permitting HHUI to recover those  costs through inclusion 
in rate base is proper because consumers will benefit from the transaction and UI and other 
utilities will have an incentive to acquire non-professionally managed utilities, which is 
consistent with and in furtherance of the Commission’s policy regarding such transactions. 
 
 C. Holiday Hills Utilities, Inc.’s Response to Staff’s Position 
 
 HHUI asserts that the dockets cited by Mr. Griffin Staff are inapposite.  As stated by 
counsel at the hearing on February 15, 2001, the Petitioner argues that the Commission did 
not issue a decision on the proper ratemaking treatment of transaction costs in Docket 
Numbers 98-0545, 98-0546 and 99-0547.  In Docket Numbers 98-0545 and 98-0546, the 
parties did not contest the Staff’s position on such costs at the hearing, and therefore the 
Commission did not decide the issue because it was not asked to do so.  Accordingly, 
HHUI takes the position that Docket Numbers 98-0545 and 98-0456 provide no guidance 
with respect to the Commission’s stance on this issue.  
 
 In Docket Number 99-0457, the petitioners and Staff entered into a stipulation that 
provided, for purposes of that proceeding only, that the petitioners would accept Staff’s 
position on transaction costs.  That stipulation specifically provided that the petitioners’ 
acceptance of Staff’s position was not to serve as precedent for future proceedings.  In 
accordance with that stipulation, the Commission found and ordered that the stipulation not 
be used as precedent in future proceedings.  Accordingly, HHUI takes the position that 
Docket Number 99-0457 cannot be cited as precedent with respect to the Commission’s 
stance on this issue. 
 
 HHUI also asserts that all of the dockets cited by Staff witness Griffin involved 
mergers between large, professionally managed utilities and that there is no Commission 
policy to encourage the types of mergers considered in those dockets.  HHUI asserts that, 
in contrast, the present merger involves a professionally managed utility taking over the 
operation of a non-professionally managed utility system and that Commission policy is to 
encourage, and thereby provide incentives for, such a merger.  HHUI’s position is that the 
dockets cited by Staff Mr. Griffin are not proper precedent to consider when determining the 
proper ratemaking treatment of transaction costs in this instance because in those dockets 
the proper treatment of such costs was not decided in light of a Commission policy to 
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encourage the proposed merger.  Accordingly, HHUI takes the position that the decision 
about the proper ratemaking treatment of transaction costs at issue here should be made 
without regard to the dockets cited by Mr. Griffin and in light of the Commission policy to 
encourage and provide incentives for UI and similar utilities to acquire non-professionally 
managed utilities and thereby provide consumers with the benefits articulated in the 
testimony of Petitioners’ witnesses for both sides.Ms. Nicholas and Staff witness Mr. King. 
 
 The Petitioners and Staff agree that any merger savings should be passed to 
ratepayers. 
 
 
VI. COMMISSION ANALYSIS AND CONCLUSION 
 
 Sec. 7-204(c) of the Act provides that the Commission may, in its discretion, allow 
utilities to recover transaction costs arising from mergers and acquisitions.  Although the 
Commission has denied recovery of transaction costs in several merger cases decided 
since the enactment of Sec. 7-204(c), those dockets involved the acquisition of large 
professionally managed utilities by other professionally managed firms. 
 
 In this docket, a small non-professionally managed utility is being acquired by a 
larger professionally managed firm.  In recognition of the general benefits to consumers 
from such transactions, Commission policy encourages the acquisition of non-
professionally managed utilities by professionally managed utilities. Allowing recovery of 
acquisition transaction costs in these situations this docket provides an enhancement 
incentive to the acquiring company to purchase a non-professionally managed utility 
utilities.  On the other hand, even utilities that are engaged in transactions consistent with 
this policy the acquiring company should also have an incentives to minimize transaction 
costs.  To accomplish both of these goals, a proration of acquisition transaction costs 
between the utility and its ratepayers seems appropriate in this docket.  Therefore, the 
Commission finds that HHUI should be authorized to recover 50% of the amount of the 
transaction costs incurred in this reorganization, up to a maximum of $ 4000 dollars, and 
should accordingly record that amount in its Organizational Expense Account, and should 
therefore record the remaining amount of such costs in its Miscellaneous Non-Utilities 
Expenses Account 426. 
 
VII. FINDINGS AND ORDERING PARAGRAPHS 
 
 The Commission, having considered the entire record, and being fully advised in the 
premises, is of opinion and finds that: 
 

(1) Community Service Corporation is an Illinois corporation engaged in the 
business of providing public utility water service to the public in Illinois and as 
such, is a public utility as defined by the Act; 
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(2) Holiday Hills Utilities, Inc. is incorporated under the laws of Illinois and has 
been established to engage in the business of providing public utility water 
service to the public in Illinois and, as such, will be a public utility as defined 
by the Act; 

  
(3) the Commission has jurisdiction over Community Service Corporation and 

Holiday Hills Utilities, Inc.; 
  
(4) the findings of fact and conclusions herein are fully supported by the record 

and are hereby adopted as findings of fact herein; 
  
(5) the proposed reorganization satisfies the provisions in Sections 7-204(b)(1)-

(7) of the Act as follows: 
 

I. the proposed reorganization will not diminish the utility’s ability to provide 
adequate, reliable, efficient, safe and least-cost public utility service; 

  
II. the proposed reorganization will not result in the unjustified subsidization of 

non-utility activities by HHUI or its customers; 
  
III. 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 rate-making 
purposes; 

  
IV. 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; 

  
V. the utility will remain subject to all applicable laws, regulations, rules, 

decisions and policies governing the regulation of Illinois public utilities; 
  
VI. the proposed reorganization is not likely to have a significant adverse effect 

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

  
VII. the proposed reorganization is not likely to result in any adverse rate impacts 

on retail customers; 
 

(6) the terms of the Purchase Agreement are reasonable and Holiday Hills 
Utilities, Inc. should be authorized to purchase all of Community Service 
Corporation’s right, title and interest in and to all of the properties and assets 
of Community Service Corporation; 
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(7) Utilities, Inc.’s transfer of its rights in the Purchase Agreement to its 
subsidiary, Holiday Hills Utilities, Inc. should be approved; 

  
(8) Community Service Corporation should be authorized to abandon and 

discontinue its public utility water business, and in connection therewith, the 
Certificate of Public Convenience and Necessity of Community Service 
Corporation should be cancelled effective on and after the Closing Date; 

  
(9) a Certificate of Public Convenience and Necessity should be granted to 

Holiday Hills Utilities, Inc. to operate a public utility water supply and 
distribution system and to transact the business of furnishing public utility 
water service to the public in an area, the legal description of which is set 
forth and made a part hereof, effective on and after the Closing Date; 

  
(10) Holiday Hills Utilities, Inc. should be authorized to adopt the presently 

effective tariffs of Community Service Corporation containing the rates, rules, 
regulations, and terms and conditions of service on and after the Closing 
Date; 

  
(11) Holiday Hills Utilities, Inc. should be authorized to file revised tariff sheets 

under the name of Holiday Hills Utilities, Inc. and the new tariff sheets should 
be filed within 30 days after the closing, and at that time Community Service 
Corporation’s tariffs be cancelled; 

  
(12) Holiday Hills Utilities, Inc. should be authorized to make accounting entries 

on its books to reflect the purchase of the assets of Community Service 
Corporation, including the recording of the debit acquisition adjustment; 

  
(13) the Commission should approve and authorize the service contract between 

Holiday Hills Utilities, Inc. and Water Service Corp. for the provision of data 
processing, accounting, tax reporting, regulatory reporting, purchasing and 
engineering functions and other services necessary in the conduct of 
business as a public utility; 

  
(14) the Petitioners’ proposed reorganization should be approved and authorized; 
  
(15) Holiday Hills Utilities, Inc. is authorized to recover 50% of the amount of 

transaction costs incurred in this reorganization, up to a maximum of  $4000 
dollars, and should accordingly record that amount in its Organizational 
Expense Account, and should therefore record the remaining  amount of 
such costs identified in this transaction in its Miscellaneous Non-Utilities 
Expenses Account 426; 
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(16) Petitioners should be authorized to perform any and all other acts which may 
be necessary or desirable to carry out the provisions of the Purchase 
Agreement; 

  
(17) In compliance with Paragraph B of the instruction to Account 104, “Utility 

Plant Purchased or Sold” of the Uniform System of Accounts for Water 
Utilities (83 Ill. Adm. Code 605), Holiday Hills Utilities, Inc. will file with the 
Commission, and a copy to the Manager of the Accounting Department, the 
journal entries to clear from this account the amounts recorded therein; 

  
(18) Community Service Corporation will file its annual report to the Commission 

for the years 2000 and 2001. 
 
 IT IS THEREFORE ORDERED that the asset purchase agreement between 
Holidays Hills Utilities, Inc. and Community Service Corporation be approved. 
 
 IT IS FURTHER ORDERED that Holiday Hills Utilities, Inc. finance the acquisition 
through funds provided by Utilities, Inc. 
 
 IT IS FURTHER ORDERED that, effective upon closing of the acquisition, Holiday 
Hills Utilities, Inc. is hereby granted a Certificate of Public Convenience and Necessity 
under Section 8-406 of the Act, as follows; and that Community Service Corporation is 
authorized to abandon its public utility business. 
 

CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
 

 IT IS HEREBY CERTIFIED that the public convenience 
and necessity require Holiday Hills Utilities, Inc. to operate a 
public water distribution system in the area legally described in 
Exhibit 1 which is part of Exhibit A  attached to the petition and 
the transaction thereby of a public utility water business in 
connection therewith. 

 
 IT IS FURTHER ORDERED that Holiday Hills Utilities, Inc. adopt for the Community 
Service Corporation service area, the rates, rules, regulations, and terms and conditions of 
service presently applicable in that area, and as may hereafter be approved by the 
Commission. 
 
 IT IS FURTHER ORDERED that Holiday Hills Utilities, Inc. file new tariff sheets 
under the name of Holiday Hills Utilities, Inc. within 15 30 days after the closing, and at that 
time Community Service Corporation’s tariffs be cancelled; 
 
 IT IS FURTHER ORDERED that Holiday Hills Utilities, Inc. is authorized to make the 
necessary accounting entries, including an acquisition adjustment to reflect the purchase of 
the assets of Community Service Corporation. 
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 IT IS FURTHER ORDERED that Community Service Corporation is ordered to file 
2000 and 2001 annual reports. 
 
 IT IS FURTHER ORDERED that pursuant to Section 9-201 of the Act, the Illinois 
Commerce Commission hereby approves the service agreement between Holiday Hills 
Utilities, Inc. and Water Service Corp. for the provision of services necessary in the conduct 
of business as a public utility. 
 
 IT IS FURTHER ORDERED that pursuant to Section 7-204 of the Act, the Illinois 
commerce Commission hereby approves the proposed reorganization of the Petitioners. 
 
 IT IS FURTHER ORDERED that Holiday Hills, Inc. is authorized to recover 50% of 
the amount of transaction costs incurred in this reorganization, up to a maximum of $4000 
dollars, and should accordingly record that amount in its Organizational Expense Account, 
and should therefore record the remaining amount of such costs  in its Miscellaneous Non-
Utilities Expenses Account 426. 
 
 IT IS FURTHER ORDERED that Holiday Hills, Inc. file with the Commission, and a 
copy to the Manager of the Accounting Department, the journal entries to clear from this 
account the amounts recorded therein. 
 
 IT IS FURTHER ORDERED that Petitioners are authorized to perform any and all 
other acts which may be necessary or desirable to carry out the provisions of the Purchase 
Agreement. 
 
 By Order of the Commission this 9th day of May, 2001. 
 
 
 
 
 
 
 
         Chairman 


