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AGREED DRAFT ORDER 

 Aqua Illinois, Inc. hereby submits this Agreed Draft Order to the Illinois 
Commerce Commission (“Commission”).  Counsel for Aqua Illinois has circulated this 
document to counsel for the Commission Staff (“Staff”).  Staff has no objection to the 
Commission’s entry of this Agreed Draft Order. 

* * * * 

 By the Commission: 

PROCEDURAL HISTORY 

On August 3, 2012, Aqua Illinois, Inc. (“Aqua Illinois” or the “Company”) filed with 
the Illinois Commerce Commission (“Commission”) a Verified Petition (“Petition”) for the 
Issuance of a Certificate of Public Convenience and Necessity to Operate a Water 
Supply and Distribution System in Kane County Illinois (“Certificate”) pursuant to 
Section 8-406 of the Public Utilities Act (the “Act”) (220 ILCS 5/8-406), and for the 
Issuance of an Order approving Rates, Accounting Entries and Tariff Language. 

Pursuant to notice duly given in accordance with the law and the rules and 
regulations of the Commission, a pre-hearing conference was held in this matter before 
a duly authorized Administrative Law Judge of the Commission, at its offices in Chicago, 
Illinois, on August 20, 2012.   

Evidentiary Hearings were held on October 1, 2012.  At the evidentiary hearings, 
Aqua Illinois and the Staff of the Commission (“Staff”) each presented written testimony, 
all of which was sworn and verified by affidavit, and exhibits that were admitted into the 
evidentiary record.  At that hearing, the record was marked “Heard and Taken.” 
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The following witnesses testified on behalf of Aqua Illinois: Craig Blanchette, Vice 
President and Operations Manager of Aqua Illinois, Inc., and Paul Hanley, Controller of 
Aqua Illinois, Inc.  

Staff submitted the direct testimony of William H. Atwood Jr., P.E., Water 
Engineer, Water Engineering Program, Safety & Reliability Division of the Commission; 
Cheri Harden, Rate Analyst, Rates Department, Financial Analysis Division of the 
Commission; Daniel G. Kahle, Accountant, Accounting Department, Financial Analysis 
Division of the Commission.  Staff also filed the verified statement of Rochelle M. 
Phipps, Senior Financial Analyst, Financial Analysis Division of the Commission. 

I. FACTUAL BACKGROUND 

This proceeding involves Aqua Illinois’ proposed acquisition of a water service 
area known as the Moecherville Water System (“Water System”), which is located within 
the Moecherville Subdivision in unincorporated Aurora Township in Kane County, 
Illinois.  The area is almost entirely residential and has a total area of 105.6 acres and 
currently includes 370 residential customers, a church and a fire station.  Among other 
things, the facilities include three potable water wells, a 250,000 gallon elevated water 
storage tank and 27 fire hydrants. Aqua Illinois is seeking Commission approval to 
acquire this water system and obtain a Certificate to serve this territory.   

Aqua Illinois provides water and sewer public utility service to the public in certain 
areas of Kankakee, Vermilion, Will, Boone, Knox, Lake, Cook, DeKalb and Champaign 
Counties in Illinois. On October 7, 2010, the United States initiated foreclosure 
proceedings against Moecherville Water District, N.F.P. (“Moecherville”) in the U.S. 
District Court for the Northern District of Illinois (“Court”) for defaulting on a Promissory 
Note and Mortgage (“Note and Mortgage”).  Pursuant to the Note and Mortgage, 
Moecherville pledged “any property, real personal, mixed tangible, or in tangible, of 
every nature in kind whatsoever consisting of sites, all fixed equipment and 
appurtenances thereto… and all such properties and assets that the Borrower may 
hereafter acquire,” which effectively comprise the Water System. On October 8, 2010, 
the Court appointed the Illinois Rural Water Association as the receiver for the Water 
System.  On May 15, 2012, the Court entered an Order of Foreclosure and Default 
Judgment against Moecherville in the sum of $3,418,706.39, plus interest, which was 
the total due on the Note and Mortgage as of February 21, 2012.   

Consistent with the Order for Foreclosure, a public auction was held July 30, 
2012.  Aqua Illinois was the highest bidder and therefore purchased the Water System 
and related interests for $1,400,000.00.  The Company paid a non-refundable deposit of 
$140,780.00 upon becoming the winning bidder.  The balance of the purchase price, 
plus interest at the statutory judgment rate accrued between the day of sale and the 
date of full payment of the purchase price, is due 120 days from July 30, 2012, or 
November 27, 2012.  Pursuant to the terms of the judicial sale, in order for the 
transaction to close, Aqua Illinois must also receive a Certificate from the Commission 
on or before November 27, 2012 in order to acquire Moecherville or lose its deposit.   
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II. REQUESTED FINDINGS AND APPROVALS 

Consistent with Section 8-406 of the Act, Aqua Illinois requests that the 
Commission issue a Certificate in order for it to finalize the purchase of and undertake 
operation of the Water System.  Staff does not oppose the Commission granting Aqua 
Illinois’ request for Certificate. 

1. The Record 

(1) Aqua Illinois Has the Technical, Financial, and 
Managerial Ability to Operate and Maintain the 
Moecherville Water System. 

Mr. Blanchette, Vice President and Operations Manager for Aqua Illinois testified 
that Aqua Illinois has the technical, financial, and managerial ability to operate and 
maintain a public water supply and distribution system in the Moecherville water 
distribution territory.   

The Company currently consists of seven tariff areas, serving more than 62,000 
customers in nine counties.  Mr. Atwood, a water engineer for Staff, testified that “Aqua 
has consistently demonstrated that its water and sewer systems in Illinois are well-
operated, efficiently managed and supervised, and that its equipment is well-
maintained.”  Indeed, since the Company obtained Commission approval to operate in 
Illinois in 1998, the Company has acquired at least 13 other water facilities in Illinois, 
several of which were either new or in financial distress.   Thus, Aqua Illinois has many 
years of experience in the acquisition and operation of distressed water systems from 
utilities, municipalities, and water districts in Illinois.  Staff and Aqua Illinois also both 
agree that Aqua Illinois has the technical, financial and managerial ability to operate and 
maintain the Water System that serves the proposed certificated area.   

Aqua represents that the total cost to Aqua for the Moecherville Water District 
System is $1,523,777.00, which includes the $1,400,000.00 purchase price; $50,000.00 
closing costs; $37,777.00 of interest on the outstanding purchase price; and $45,000.00 
of related capital improvements to the existing facilities over the next four years.  (Aqua 
Ex. 2.1, Sch. 3).  Staff witness Phipps testified that the Company is capable of financing 
the proposed transaction without significant adverse financial consequences to the 
Company or its customers because the total cost of the proposed purchase would be 
minimal relative to the Company’s total utility plant and operating revenue.  Thus, in 
Staff’s judgment, the application meets the requirement of Section 8-406(b)(3) of the Act 
and Staff recommends the Commission find that Aqua is cabable of financing the 
proposed construction without significant adverse financial consequences to the 
Company or its customers. 

In summary, Staff and the Company both agree that Aqua Illinois has the 
technical, financial, and managerial ability to operate and maintain the Water System 
that serves the proposed certificated service area. 
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(2) There Are No Other Commission-Regulated Water 
Utilities that Are Able to Provide Service in a More Cost 
Effective Manner. 

No other Commission-regulated utilities have a Certificate to provide water 
service to the proposed certificated service area.  Although there are several 
municipalities, water districts, or utilities near Moecherville that could provide water 
service, no party submitted evidence indicating that any of the adjacent communities 
were willing to serve the Moecherville area, as reflected by the fact that no municipality 
has intervened in this proceeding.   

Therefore, Staff and Aqua Illinois agree that there are no other Commission-
regulated water utilities that are able to provide service in a more cost-effective manner.  

(3) Aqua Illinois Has Demonstrated that the Proposed 
Acquisition is the Least-Cost Means of Providing Water 
Service to the Customers in the Proposed Certificated 
Service Area. 

For the following reasons, Staff and Aqua Illinois agree that Aqua Illinois has 
demonstrated that the acquisition is the least-cost means for providing water service to 
the customers in the proposed area: (1) there is a need for water service in the 
proposed certificated service area, (2) Aqua Illinois was the successful bidder at the 
public auction held for the sale of the Water System, (3) nearby municipalities have not 
expressed any interest in serving the area, and (4) no municipalities bid on the Water 
System. 

(4) Rates and Charges 

Pursuant to Staff’s recommendation, Aqua Illinois proposes to charge 
Moecherville customers the same rates currently in effect in Aqua Illinois’ Six Division 
Consolidated Tariff Group.  Ms. Harden, a Rate Analyst for Staff, compared 
Moecherville’s current rates and average monthly bills against the average monthly bill 
of other Aqua Illinois divisions.  She concluded that “Aqua’s consolidated water service 
rates would produce an average monthly bill that is closest to the current Moecherville 
average monthly bill.”  

The Water System currently provides fire protection service to its customers and 
Aqua Illinois will continue to provide the same fire protection service to its customers.  
Staff and Aqua Illinois have agreed to the following monthly fire protection charges, as 
set forth in Aqua Ex. 3.1: $5.25 for a customer with a 5/8” meter, $7.88 for customers 
with a ¾” meter, $13.13 for customers with a 1” meter, and $26.25 for customers with a 
meter larger than 1”.   

Finally, when determining rates, Staff and Aqua Illinois agree that the percentage 
of unaccounted-for water should be capped at 15%. 

(5) Accounting Entries and Schedules 
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Paul Hanley, Controller for Aqua Illinois, submitted eleven schedules for which 
the Company seeks approval. Those schedules include: Pro Forma Income Statement 
with Rate of Return, Average Residential Bill based on current rates within the Water 
System, Projected Capital Spending, Accounting Entries, Rate Base, Acquisition 
Adjustment, Summary of Assets of the Utility Plant in Service, Summary of 
Contributions, Depreciation Rates, Detail of Assets of the Utility Plant in Service, and 
Income Statement from Illinois Rural Water Association (“IRWA”). 

According to Mr. Hanley, because the Water System was built in 2006-2007, the 
assets are relatively new and Aqua Illinois does not anticipate any major capital 
additions over the next four years, although minimal capital spending may be necessary 
for “new meters, main breaks or other capitalized improvements to the system.”  He 
calculates the entire balance for contributed property to be $3,212,223.00, with an 
amortized balance of $2,690,917.00, and a net value of assets of $4,160,312.00 (as of 
December 2012).  He determined the rate base to be $1,469,395 and the acquisition 
adjustment to be $18,381.00.  Pursuant to Staff’s recommendation, Aqua Illinois has 
agreed to not include the acquisition adjustment in the Company’s rate base in future 
rate cases, nor will it include the amortization of the acquisition adjustment in the 
Company’s operating statement for recovery in future rate cases. 

Mr. Hanley testified that consistent with Commission Policy and the Uniform 
System of Accounts (“USOA”), 83 Ill. Admin Code, Pt. 605, Aqua Illinois proposes to 
record the original cost of the acquired plant as a credit to Account 104.  He also stated 
that the proposed journal entries are consistent with the requirements for USOA.  Aqua 
Illinois will record the original cost, accumulated depreciation, contributed property and 
transaction costs of the Water System in the applicable accounts, with the difference 
between the cost of the Water System and purchase price recorded in Account 114- 
Acquisition Adjustments.  Aqua Illinois proposes to amortize the Acquisition Adjustment 
below-the-line to Account 421 over a period of 30 years, taking into consideration the 
current depreciation expense over the remaining book value of the Water System. 

Aqua Illinois anticipates the transaction costs of the acquisition to include 
approximately $88,000.00 in costs and fees, including approximately $37,777 in 
interest.  Aqua Illinois proposes to record these costs to Account 104 – Utility Plant 
Purchased or Sold. 

Aqua Illinois submitted a Pro Forma as Aqua Ex. 2.1 Schedule 1, which indicates 
an annualized revenue of $255,233.00.  Mr. Hanley concludes this is a fair 
representation of the total system revenue.  Staff does not object to this proposal.  The 
Company agrees to file the final accounting entries for the transaction within 60 days of 
the transaction date.  If the transaction has not occurred within six months of the final 
Order in this proceeding, Aqua Illinois will file a status report at six month intervals until 
the journal entries are filed on e-Docket. 

(6) Rules, Regulations and Conditions of Service Tariff 
Sheets 
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Aqua Illinois proposes to implement its most current Rules, Regulations and 
Conditions of Service tariffs on file with the Commission, marked as Aqua Ex. 1.6.  
Aqua Illinois agrees to Staff’s recommendation that it file revised Rules, Regulations, 
and Conditions of Service tariffs for water service that include the Moecherville 
Subdivision in unincorporated Aurora Township, Kane County, Illinois, within ten 
business days of the closing of the acquisition, with an effective date of no less than five 
working days after the date of filing, for service rendered on and after their effective 
date, with individual tariff sheets to be corrected within that time period, if necessary.   

(7) Impact on Existing Aqua Illinois Customers 

According to Mr. Hanley, the acquisition will not result in the unjustified 
subsidization of non-utility activities by Aqua Illinois or its customers.  He does not 
believe the acquisition will adversely impact Aqua Illinois’ capital plan and capital 
structure.   The Company’s goal is to attain a capital structure of 53% equity and 47% 
debt, with an allowed return on equity of no less than 9.49%, as approved by the 
Commission in Docket No. 11-0436.  The acquisition will not impair Aqua Illinois’ ability 
to raise necessary capital on reasonable terms.  Mr. Hanley projects the average return 
on equity for 2013-2016 to be 2%. 

2. Commission Analysis and Conclusion 

Aqua Illinois has presented substantial and compelling evidence to support 
granting a Certificate to provide water service to operate the Water System.  The 
Commission’s approval of Aqua Illinois’s Petition incorporates the resolution of issues 
described herein between Aqua Illinois and Staff. 

The record shows that there is a need to provide adequate, reliable, and efficient 
service to the customers within the proposed certificated service area.  As an 
experienced water utility in the State of Illinois, Aqua Illinois has demonstrated that it 
has the technical, financial and managerial ability to operate and maintain a public water 
supply and distribution system in the Moecherville area.  Aqua Illinois has shown that 
the ownership, operation, and maintenance of the Water System by Aqua Illinois is the 
least-cost means of providing water service to customers in the proposed certificated 
service area.  Furthermore, Aqua Illinois has demonstrated that it is capable of 
efficiently managing and supervising the activities necessary to provide water service to 
the proposed certificated area.  Indeed, customers within the Water System are likely to 
benefit from having an experienced water system operator manage and operate the 
system.   

Based on the evidence, the Commission concludes that Aqua Illinois has made 
the appropriate showing pursuant to Section 8-406(a) and 8-406(b) of the Act.  
Accordingly, Aqua Illinois’ Petition for Certificate of Public Convenience and Necessity is 
hereby granted as set forth herein. 

Aqua Illinois additionally seeks approval of proposed rates, accounting entries 
and tariffs, to reflect and account for Aqua Illinois’ acquisition of the Water System.  The 



 

 7 

Commission agrees with Staff and Aqua Illinois’ joint recommendation to consolidate 
Moecherville with Aqua Illinois’ Consolidated water service rate tariff.  This approach is 
consistent with the Commission’s Order in Aqua Illinois’ last rate case, Docket No. 11-
0436, where we noted the benefits of increased efficiencies from consolidation.  Here, 
the evidence shows that consolidating Moecherville with Aqua Illinois’ six consolidated 
divisions will strike the best balance between providing cost effective service to 
Moecherville’s customers and Aqua Illinois’ customers.  Based on the evidence, the 
Commission agrees with Staff and Aqua Illinois’ remaining agreed-to recommendations, 
which are reflected herein and in the attached appendices.  Accordingly, the 
Commission hereby approves Aqua Illinois’ proposed water depreciation rates, as set 
forth in Aqua Ex. 2.1 Schedule 9.   

Aqua Illinois shall file its revised Rules, Regulations, and Conditions of Service 
tariffs for water service, inclusive of the Moecherville Subdivision in unincorporated 
Aurora Township, Kane County, Illinois, within ten business days of the closing of the 
acquisition, with an effective date of not less than five working days after the date of 
filing, for service rendered on and after their effective date, with individual tariff sheets to 
be corrected within that time period, if necessary.  Aqua Illinois shall file a report with 
the Chief Clerk of the Commission within seven business days after the closing of the 
proposed acquisition, indicating the date on which the closing of the transaction 
occurred; Aqua Illinois shall also provide a copy of this filing to the Manager of the 
Commission’s Water Engineering Program. 

III. FINDINGS AND ORDERING PARAGRAPHS 

The Commission, having considered the entire record herein and being fully 
advised in the premises, 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, Boone, Knox, 
DeKalb, and Lake Counties in the State of Illinois, and is a public utility within the 
meaning of the Public Utilities Act, 220 ILCS 5/3-105.  

(2) The Commission has jurisdiction over the parties and the subject matter 
herein;  

(3) The recitals of fact and conclusions of law reached in the prefatory portion of 
this Order are supported by the evidence of record and are hereby adopted as 
findings of fact and conclusions of law;  

(4) Aqua Illinois has met the requirements of Sections 8-406(a) and 8-406(b) of 
the Public Utilities Act;  

(5) The proposed certificated service area as depicted and legally described in 
ICC Staff Exhibit 1.01 is approved; 
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(6) The Company’s current Rules, Regulations, and Conditions of Service tariffs 
for water service and its Consolidated Water Divisions rates are applicable to 
customers in the proposed certificated service area; 

(7) The water depreciation rates that are currently in effect for the Consolidated 
Water Division rate area are applicable to the proposed certificated service area; 

(8) The acquisition adjustment resulting from the purchase of Moecherville shall 
not be included in the Company’s rate base, and the amortization of the 
acquisition adjustment shall not be included in the Company’s operating 
statement for recovery in future rate cases; 

(9) The acceptable maximum percentage of allowable unaccounted-for water for 
the Moecherville Water System shall be 15 percent, and the rate tariff 
compliance filing shall include a 15 percent maximum percentage of 
unaccounted-for water limitation for Moecherville; 

(10) Aqua Illinois shall file revised Consolidated Water Division rate tariff sheets 
that include Moecherville Subdivision in unincorporated Aurora Township, Kane 
County, Illinois, and Moecherville public fire protection rates within ten business 
days of the closing of the acquisition with an effective date of not less than five 
business days after the date of filing for service rendered on and after their 
effective date, with individual tariff sheets to be corrected within that time period, 
if necessary; 

(11) Aqua Illinois shall file revised Rules, Regulations, and Conditions of Service 
tariffs for water service that include Moecherville Subdivision in unincorporated 
Aurora Township, Kane County, Illinois within ten business days of the closing of 
the acquisition, with an effective date of not less than five working days after the 
date of filing, for service rendered on and after their effective date, with individual 
tariff sheets to be corrected within that time period, if necessary; 

(12) Aqua Illinois shall file a report with the Chief Clerk of the Commission within 
seven business days after the closing of the proposed acquisition, indicating the 
date on which the closing of the transaction occurred; Aqua Illinois shall also 
provide a copy of this filing to the Manager of the Commission’s Water 
Engineering Program. 

(13) Aqua Illinois shall file, within 60 days of the closing 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 Commission’s Accounting Department Manager. 

IT IS THEREFORE ORDERED by the Illinois Commerce Commission that Aqua 
Illinois’ Petition is granted, subject to the conclusions and findings set forth above. 
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IT IS FURTHER ORDERED that Aqua Illinois is hereby issued a Certificate of 
Public Convenience and Necessity to operate the Moecherville water supply and 
distribution system in Kane County, Illinois. 

IT IS FURTHER ORDERED that any motions, petitions, objections, and other 
matters in this proceeding which remain outstanding are hereby denied.  

IT IS FURTHER ORDERED that, subject to the provisions of Section 10-113 of 
the Public Utilities Act and 83 Ill. Adm. Code 200.880, this Order is final; it is not subject 
to the Administrative Review Law. 

 

By Order of the Commission this __ day of ____________, 2012. 


