
STATE OF ILLINOIS  
 

ILLINOIS COMMERCE COMMISSION 
 
Aqua Illinois, Inc.     : 
       : 
Petition for Issuance of Certificate of Public : 
Convenience and Necessity to Operate a  : 
Wastewater Collection System, approval of  : 12-0219 
Asset Purchase Agreement with the  : 
Village of Bourbonnais, and for the  : 
Issuance of an Order Approving Rates,  : 
Accounting Entries and Depreciation.  : 
 
 

ORDER 
 
By the Commission: 
 
 In its Petition filed with the Illinois Commerce Commission (the “Commission”) in 
this proceeding, Aqua Illinois, Inc. (“Aqua” or “the Company”) seeks a Certificate of 
Public Convenience and Necessity (“Certificate”) for the area described herein as Tri-
Star Estates (“Tri-Star”) pursuant to the applicable sections of the Illinois Public Utilities 
Act (the “Act”), 220 ILCS 5/1-101 et seq.  Aqua further seeks approval of an Asset 
Purchase Agreement (“Agreement”, Aqua Exhibit 1.0) entered into between Aqua and 
the Village of Bourbonnais and approval of the acquisition.  Aqua seeks further relief as 
described therein. 
 
 Pursuant to due notice, a hearing was held August 22, 2012 before a duly 
authorized Administrative Law Judge of the Commission at its office in Chicago, Illinois. 
Appearances were entered by Aqua and the Commission Staff (“Staff”) by their 
respective counsel.  Municipalities located within one and a half miles of the area in 
question were provided a copy of the Petition in accordance with 83 Ill. Adm. Code 
200.150(b) and were served with notice of the initial hearing.  Other than Aqua and 
Staff, no appearances were entered at the hearings and no written entries of 
appearance or intervening petitions were filed.     
 
 Petitioner presented the direct testimony along with exhibits where applicable of 
Craig Blanchette, Vice President and Operations Manager of Aqua (Aqua Exhibit 3.0) 
and Paul J. Hanley, Controller for Aqua (Aqua Exhibit 4.0) and the rebuttal testimony of 
Hanley (Aqua Exhibit 5.0).  Staff presented the direct testimony, along with attachments, 
schedules and/or exhibits where applicable of Phillip Rukosuev, Rates Analyst in the 
Rates Department of the Financial Analysis Division (Staff Exhibit 1.0), Mike Ostrander, 
Accountant in the Accounting Department of the Financial Analysis Division (Staff 
Exhibit 2.0), William Atwood, Water Engineer in the Safety & Reliability Division (Staff 
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Exhibit 3.0), and the verified statement of Michael McNally, Senior Financial Analyst in 
the Financial Analysis Division (Staff Exhibit 4.0). 
 
I. BACKGROUND AND RELIEF SOUGHT 

 
Aqua provides water and sewer public utility service to the public in certain areas 

of Kankakee, Vermilion, Champaign, Cook, Will, DeKalb, Boone, Knox and Lake 
Counties in the State of Illinois.  Aqua Petition, at 1-2.  Aqua is a public utility within the 
meaning of the Illinois Public Utility Act, 220 ILCS 5/3-105. 

 
The Petitioner seeks the following:   
 

(1) granting a Certificate of Public Convenience and Necessity to Aqua for the 
territory described in the Petition authorizing Aqua to construct, operate, 
and maintain a wastewater collection system, and in connection therewith 
transact a public utility business per the terms of Aqua’s most recently 
approved Rules, Regulations and Conditions of Service; 

 
(2) approval of an Asset Purchase Agreement entered into between Aqua and 

the Village of Bourbonnais pursuant to the terms of the Agreement; 
 

(3 approval that the rates for wastewater services in Tri-Star be the same as 
the rates for the University Park Wastewater Division approved in Docket 
No. 11-0436; 

 
(4) approval of accounting entries and depreciation rates related to the 

acquisition by Aqua of the facilities.  
 
II. STATUTORY AUTHORITY 
 
 The petition is brought pursuant to Section 8-406 of the Illinois Public Utilities Act.   
 
220 ILCS 5/8-406, states in part: 

 
Certificate of public convenience and necessity.  
 
(a) No public utility not owning any city or village franchise nor engaged in 
performing any public service or in furnishing any product or commodity 
within this State as of July 1, 1921 and not possessing a certificate of 
public convenience and necessity from the Illinois Commerce 
Commission, the State Public Utilities Commission or the Public Utilities 
Commission, at the time this amendatory Act of 1985 goes into effect, 
shall transact any business in this State until it shall have obtained a 
certificate from the Commission that public convenience and necessity 
require the transaction of such business. 
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(b) No public utility shall begin the construction of any new plant, 
equipment, property or facility which is not in substitution of any existing 
plant, equipment, property or facility or any extension or alteration thereof 
or in addition thereto, unless and until it shall have obtained from the 
Commission a certificate that public convenience and necessity require 
such construction. Whenever after a hearing the Commission determines 
that any new construction or the transaction of any business by a public 
utility will promote the public convenience and is necessary thereto, it shall 
have the power to issue certificates of public convenience and necessity. 
The Commission shall determine that proposed construction will promote 
the public convenience and necessity only if the utility demonstrates: (1) 
that the proposed construction is necessary to provide adequate, reliable, 
and efficient service to its customers and is the least-cost means of 
satisfying the service needs of its customers or that the proposed 
construction will promote the development of an effectively competitive 
electricity market that operates efficiently, is equitable to all customers, 
and is the least cost means of satisfying those objectives; (2) that the 
utility is capable of efficiently managing and supervising the construction 
process and has taken sufficient action to ensure adequate and efficient 
construction and supervision thereof; and (3) that the utility is capable of 
financing the proposed construction without significant adverse financial 
consequences for the utility or its customers. 
 

III. NATURE AND PURPOSE OF THE PROPOSAL; RECOMMENDATIONS OF 
PARTIES 

 
 Tri-Star is a community located within Bourbonnais Township, County of 
Kankakee.  The proposed certified area is approximately 160 acres and includes 
approximately 424 active customers presently served by a wastewater collection system 
(the “System”) owned by Bourbonnais.  (Aqua Ex. 3.0 at 4).  The area is depicted on a 
map and legally described in ICC Staff Exhibit 3.01.  (Staff Exhibit 3.01 is included as 
Attachment 1 to this Order)  Bourbonnais provides and will continue to provide 
wastewater treatment services for the System. 
 
 Craig Blanchette testified on behalf of Aqua that “Bourbonnais has requested that 
Aqua acquire the System and provide retail wastewater service in the Certificated Area.”    
(Aqua Ex. 3.0 at 4).   On February 22, 2010, Aqua and the Village of Bourbonnais 
entered into an Asset Purchase Agreement admitted into evidence as Aqua Exhibit 1.0.  
Aqua proposes to acquire the System per the terms of the Asset Purchase Agreement.  
The proposed purchase price is $455,000. (Aqua Ex. 3.0 at 5).  The Asset Purchase 
Agreement is subject to the terms of a Water Pollution Control Treatment Agreement 
(“Treatment Agreement”) between Aqua and Bourbonnais pursuant to which 
Bourbonnais has agreed to continue to treat the waste from the System.  (See Aqua Ex. 
1.0 § 6.1; Staff Ex. 3.0 at 9).  The Treatment Agreement provides that Bourbonnais is 
entering that agreement in reliance that the current use of the property served by the 
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System will continue, and any future change in the current use is subject to the approval 
of Bourbonnais. (Staff Ex. 3.02).  
 
 Staff Water Engineer William Atwood testified that the proposed certificated area 
should be approved, as depicted and legally described in ICC Staff Exhibit 3.01. (Staff 
Ex. 3.0 at 13).   
 
 A. Findings Relating to Statutory Service Requirements 
 
 With respect to the requirements of Section 8-406(b) (1) and (2) of the Act, 
Atwood testified that Aqua has met the requirements of the Act.  (Id. at 11).  Atwood 
testified that Aqua’s existing University Park Division is the closest regulated sewer 
utility to the proposed certificated service area.  He further testified it is “unlikely that any 
other ICC regulated utility could provide sewer service in a more cost effective manner.”  
(Id. at 7) With respect to whether other municipalities, sewer districts or utilities could 
provide sewer service, Atwood testified that Bourbonnais and the Village of Bradley are 
nearest the proposed certificated service area, that Bourbonnais is seeking to sell Tri-
Star to Aqua, and that Bradley has not intervened in the proceeding to argue against 
Aqua receiving a certificate despite having been given notice of the proceeding.  (Id.).   
 

In regards to whether Aqua could provide adequate sewer service in the 
proposed certificated area, Atwood testified that Aqua is capable of providing such 
service.  Atwood opined that “the Company’s University Park Division is well maintained 
and operated and is capable of providing adequate sewer service to customers in the 
proposed certificated service area.”  (Id. at 8).  Atwood also testified that there is a need 
for Aqua to provide sewer service in the area.  (Id.)  He testified that “Bourbonnais no 
longer wishes to provide sewer service to Tri-Star Estates” and further testified that 
“[t]he proposed incorporation of the proposed certificated area into the Company’s 
University Park Division is necessary to provide adequate, reliable, and efficient sewer 
service to customers located within the proposed certificated service area.”  (Id.)   
Further, Aqua witness Blanchette testified that Aqua “has the technical, financial and 
managerial ability to operate and maintain the Tri-Star Estates sewer system.  Aqua 
currently provides service to approximately 5,821 wastewater customers in the State of 
Illinois.”   (Aqua Ex. 3.0 at 4).  

 
Further, the System has the capacity to adequately transport wastewater from 

the proposed certificated service area.  Atwood testified there is sufficient capacity for 
Bourbonnais to serve in excess of 850 customers in Tri-Star from the System, while 
there are currently only 425 customers in the area, with an expectation of the number of 
customers to increase to 480 by 2016.  (Staff Ex. 3.0 at 9).  Atwood testified, 
“Bourbonnais should have plenty of reserve sewer capacity to serve the proposed 
certificated area.”  (Id.).  Atwood also testified that the acquisition appeared to be the 
“least cost” means of providing sewer service in the area pursuant to that requirement of 
8-406(b)(1).  (Id. at 10).   
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 Aqua is capable of efficiently managing and supervising the sewer facilities 
necessary to serve the proposed certificated area as required by 8-406(b)(2).  Atwood 
testified Aqua “has the technical and managerial ability to operate and maintain the Tri-
Star Estates wastewater collection system in the proposed service certificated area.”  
(Id.).   
 
 Section 8-406(b)(3) of the Act requires the Commission to determine that the 
utility is capable of financing the proposed purchase without significant adverse financial 
consequences for the utility or its customers.  Staff Senior Financial Analyst McNally 
testified that “the total cost of the proposed purchase would be minimal relative to the 
Company’s total utility plant and operating revenue.” (Staff Ex. 4.0 at 2).  McNally 
therefore concluded that the application meets the requirement of Section 8-406(b)(3) of 
the Act.  (Id.).  
 
 B. Findings Relating to Accounting Requirements 
 
 Aqua’s proposed accounting entries were reviewed by staff witness Mike 
Ostrander, Accountant in the Accounting Department of the Financial Analysis Division.  
 
 Mr. Ostrander recommended that “the transaction-related costs associated with 
the purchase of Tri-Star be accounted for as costs of the acquisition and be recorded as 
shown in Staff Schedule 2.01.”  (Staff Ex. 2.0 at 3-4).  Mr. Ostrander proposed an 
adjustment to Journal Entry #2 to record an estimated $55,000 of transaction related 
costs as costs of the acquisition and proposed an adjustment to Journal Entry #3 to 
reflect the impact of Journal Entry #2 on the annual amortization of the acquisition 
adjustment.  (Id.at 5).  Under Mr. Ostrander’s proposed adjustments, the asset 
purchase produced a positive acquisition adjustment, meaning that Aqua paid more for 
the assets than their original cost.  (Id. at 6-7).  He testified that there is no basis in the 
record to allow Aqua to include the acquisition adjustment in rate base.  (Id.) 
 
 In his rebuttal testimony, Hanley, Controller for Aqua, adopted this proposed 
accounting treatment and agreed to Staff Schedule 2.01.  (Aqua Ex. 5.0 at 2).  He 
further agreed that the acquisition adjustment from the purchase of Tri-Star wastewater 
system will not be included in Aqua’s rate base in future rate cases.  (Id.)  
 

Mr. Ostrander therefore recommended that the Commission should adopt 
Schedule 2.01, recording the transaction costs of the acquisition as costs as stated 
therein, and recommended the approval of the Journal entries. (Staff Ex. 2.0 at 9).  Mr. 
Ostrander also recommended that the Commission find that the acquisition adjustment 
resulting from the purchase of the Tri-Star wastewater system not be included in Aqua’s 
rate base in future rate cases.  (Id. at 10).  Further, Mr. Ostrander recommended that 
Aqua file within 60 days of the transaction date the final accounting entries for the 
transaction the actual dollar values of all involved accounts as a filing on the 
Commission’s e-Docket system with a copy to the Commission’s Accounting 
Department Manager.  (Id. at 9). 
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 C. Rates 
 

Phillip Rukosuev, Rates Analyst in the Rates Department of the Financial 
Analysis Division, testified for Staff as to Aqua’s proposed rates for Tri-Star.  Rukosuev 
recommended that the Commission find that the Aqua’s wastewater rates for Tri-Star 
Estates should conform to the tariffs for wastewater service in Aqua’s University Park 
Division.  (Staff Ex. 1.0 Corrected at 11).   

 
Aqua proposes moving from a single flat monthly charge currently in effect to a 

monthly customer charge plus volumetric/usage charge methodology.  (Id. at 6).  
Rukosuev testified that Aqua’s “proposal to bill customers in the proposed certificated 
area based on a Monthly Customer Charge plus Volumetric Charge is a reasonable 
approach to providing a just and reasonable rate for low usage customers.”  (Id. ).  
 
 Rukosuev testified that “the current rates for Tri-Star Estates compare favorably 
with the proposed University Park wastewater rates” and agreed that the wastewater 
rates currently in effect for University Park should be approved for the Tri-Star Area. (Id. 
at 7-8).  Rukosuev based his opinion on the following: (1) that University Park Division is 
Aqua’s only nearby wastewater service area, (2) that the University Park Division’s 
wastewater rates are the lowest of all Aqua Divisions, (3) that it does not appear the 
University Park rates when applied to Tri-Star customers will produce unwarranted 
earnings given Aqua’s cost to serve the area’s customers, and (4) the current flat rate 
would not allow Aqua the opportunity to earn a reasonable rate of return on its 
investment or recover the operations and maintenance expenses associated with the 
System.  (Id. at 8-9).   
 
 As for depreciation, Aqua is proposing to use the same sewer depreciation rates 
that are currently in effect for its University Park Division.  (Aqua Ex. 4.2 at 3).  Mr. 
Atwood testified that he had no objection to Aqua using the University Park Division 
depreciation rates.  (Staff Ex. 3.0 at 12).  
 
 D. Tariffs 
 
 Mr. Atwood testified that Aqua should apply its current rules, regulations and 
conditions of service tariffs to the customers within the proposed certificated service 
area.  (Id. at 11).  He recommended that ILL.C.C. No. 50 First Revised Title Sheet and 
ILL.C.C. No. 50, Section No. 1 be revised to include Tri-Star Estates in the “Applies to 
the following Territories” paragraph as follows:  “Tri-Star Estates in unincorporated 
Bourbonnais Township, Kankakee County.” (Id. at 12). 
 
IV. COMMISSION ANALYSIS AND CONCLUSIONS 
 
 In this proceeding, Aqua seeks issuance of a Certificate of Public Convenience 
and Necessity for the Tri-Star Estates area pursuant to the applicable sections of the 
Illinois Public Utilities Act, 220 ILCS 5/1-101 et seq.  Correspondingly, Aqua seeks 
approval of an Asset Purchase Agreement entered into between Aqua and the Village 
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of Bourbonnais; approval that the rates for wastewater services in Tri-Star be the same 
as the rates for the University Park Wastewater Division, approval of accounting entries 
and depreciation rates related to the acquisition by Aqua of the facilities, and approval 
of accounting entries as described herein; and the revision of tariff pages as described 
herein.  
 
 The Commission finds that Aqua has demonstrated a present need for 
wastewater service in the Tri-Star Estates area and that the proposed acquisition is 
necessary to provide adequate, reliable, and efficient service to customers in the Area, 
and will not affect its ability to provide adequate, reliable and efficient service to its 
present customers.  The Commission finds the acquisition is the least-cost means of 
satisfying the service needs of these customers within the meaning of Section 8-406(b) 
of the Act.  The Commission finds that Aqua will remain subject to all Rules and 
Regulations of the Commission.  The Commission finds that Aqua has the ability to 
provide adequate, reliable, efficient, safe and least-cost public utility wastewater service. 
 
 With respect to rates, the Commission finds that the rates as proposed by Aqua 
should be approved.  Further, it is appropriate for Aqua to utilize the existing University 
Park Division wastewater depreciation rates. 
 
 With respect to the Accounting of the Purchase, Staff recommended changing 
the proposed acquisition adjustment to reflect recording $55,000 as costs of the 
acquisition and submitted Staff Schedule 2.01.  Aqua has accepted this 
recommendation and the Commission finds this to be proper.  Staff Schedule 2.01 is 
included as Attachment 2 to this Order. 

 
V. FINDINGS AND ORDERING PARAGRAPHS 
 

The Commission, having considered the entire record herein, is of the opinion 
and finds that: 
 

(1) Aqua Illinois, Inc. provides water and sewer public utility service to the 
public in certain areas of Kankakee, Vermilion, Champaign, Cook, Will, 
DeKalb, Boone, Knox and Lake Counties in the State of Illinois, and is a 
public utility within the meaning of the Illinois Public Utility Act, 220 ILCS 
5/3-105. 

 
(2) the Commission has jurisdiction over Aqua and of the subject matter of 

this proceeding; 
 
(3) the facts recited and conclusions reached in the prefatory portion of this 

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

 
(4) for the reasons indicated above, issuance of a Certificate of Public 

Convenience and Necessity for the Tri-Star Estates Service area to Aqua 
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Illinois, Inc. will promote the public convenience and is necessary thereto, 
and the requirements of Section 8-406(b)(1)(2) and (3) of the Act have 
been met with respect hereto; 

 
(5) the Asset Purchase Agreement admitted into evidence as Aqua’s Exhibit 

1.0 is hereby approved; 
 
(6) Aqua shall file revised tariff sheets specifying rates for wastewater service 

in the Tri-Star area consistent with the wastewater rates in Aqua’s 
University Park Division approved in Docket 11-0436, within 10 days 
business days of the closing of the acquisition, to become effective not 
less than 5 business days after the date of filing;  

 
(7) except as expressly provided herein, the provisions of Aqua’s wastewater 

rules, regulations and conditions of service as now in effect or as 
subsequently amended shall apply to wastewater service rendered in the 
Tri-Star area; 

 
(8) Aqua shall file a report with the Chief Clerk of the Commission bearing 

Docket No. 12-0219 within seven (7) business days after the closing on 
the proposed acquisition, indicating the date on which the closing on the 
transaction occurred. Aqua shall also provide this filing to the Manager of 
the Commission’s Water Engineering Program; 

 
(9) Aqua shall file, within 60 days of the transaction date, the final accounting 

entries for the transaction showing the actual dollar values of all involved 
entries used to record the purchase as a filing on the Commission’s e-
Docket system with a copy to the Commissions’ Accounting Department 
Manager.  If the transaction has not occurred within six months of this 
Final Order, the Company shall file a status report at six month intervals 
until the journal entries are filed on the Commission’s e-Docket system 
with a copy to the Commission’s Accounting Department Manager.  

 
(10) Aqua’s revised accounting entries to record the purchase of the 

wastewater System as reflected in Staff Schedule 2.01 are approved and 
the acquisition adjustment resulting from the purchase of the Tri-Star 
wastewater System will not be included in Aqua’s rate base in future rate 
cases.  

 
(11) no waivers of the requirements of 83 Ill. Adm. Code 300 or other code 

parts are granted in this order. 
 
IT IS THEREFORE ORDERED that a Certificate of Public Convenience and 

Necessity for the Tri-Star Estates area is hereby issued to Aqua Illinois, Inc. as 
described above in the following area as is the provision of public utility wastewater 
service in connection therewith, and this Certificate shall read as follows: 
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CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 

 
IT IS HEREBY CERTIFIED that the public convenience and 

necessity require Aqua Illinois, Inc. to provide wastewater service to the 
Tri-Star Estates area located in Bourbonnais Township in Kankakee 
County, Illinois.  This area is depicted on Staff Exhibit 3.01 and is legally 
described as:   
 

The Southwest Quarter of Section 5, Township 31 North, 
Range 12 East of the Third Principal Meridian lying West of 
Federal Interstate Route 57  

 
IT IS FURTHER ORDERED for the Tri-Star Area, the Commission finds that 

Aqua’s proposal to use the depreciation rates for the University Park Wastewater 
Division should be approved. 

 
IT IS FURTHER ORDERED that as a condition of this Order, Aqua shall comply 

with the numbered findings above and all determinations made in this Order. 
 
IT IS FURTHER ORDERED that subject to provisions of Section 10-113 of the 

Illinois Public Utilities Act and 83 Ill. Adm. Code 200.800, this Order is final; it is not 
subject to the Administrative Review Law. 
 

By order of the Commission this 3rd day of October, 2012. 
 
 
 
       (SIGNED) DOUGLAS P. SCOTT 
 
 
         CHAIRMAN 
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