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INFORMATIONAL STATEMENT 

 Illinois-American Water Company (“IAWC”) submits this Informational Statement to the 

Illinois Commerce Commission (the “Commission”) under Section 6-102(d) of the Illinois 

Public Utilities Act (the “Act”) (220 ILCS 5/1-101 et seq.) requesting all necessary 

authorization, including an order in conformance with Section 6-102(a) of the Act, for IAWC to 

issue up to  an aggregate outstanding principal of up to $13,000,000 of either tax-exempt notes or 

taxable notes.   

 In support of its Informational Statement, IAWC further states as follows: 

1. IAWC is a corporation organized and existing under and by virtue of the laws of 

the State of Illinois with its principal office in the City of Belleville, Illinois.  IAWC is a public 

utility within the meaning of Section 3-105 of the Act.  IAWC currently owns, operates and 

maintains potable water production, treatment, storage, transmission and distribution systems 

and wastewater collection, pumping and/or treatment systems for the purpose of furnishing water 

and wastewater service for residential, commercial, industrial and governmental users in its 

various districts.  IAWC’s districts include Alton, Cairo, Champaign, Chicago Metro, Interurban, 

Lincoln, Pekin, Peoria, Pontiac, South Beloit, Sterling and Streator.  Overall, IAWC serves 

approximately 308,000 customers in 126 communities in Illinois. 



2. IAWC is a wholly-owned subsidiary of American Water Works Company, Inc. 

(“AWK”).  American Water Capital Corp. (“AWCC”) is IAWC’s affiliated financing company.  

AWCC is dedicated to providing financial services to AWK’s subsidiaries, including IAWC. 

3. IAWC is seeking Commission approval of a financing program for the period 

ending December 31, 2014 that would permit IAWC from time to time, during this period to 

issue and sell or incur indebtedness in one or more transactions in the form of: 

(a) one or more promissory notes issued to AWCC pursuant to the approval for such 

transactions given by the Commission in the Order entered May 16, 2000 in Docket 00-

0306 and reaffirmed in Docket 04-0582 (“Taxable Notes”); and/or 

(b) one or more promissory notes issued to AWCC  to evidence loans from AWCC of 

the proceeds of one or more tax-exempt financings undertaken by AWCC and one or 

more governmental bodies or political subdivisions of the State of Illinois 

(“Governmental Issuer”) for the benefit of IAWC (“Tax-Exempt Notes”).  

The Taxable Notes and Tax Exempt Notes are collectively referred to as the “Notes”.  The 

aggregate amount of the Notes issued under the authority sought herein will not exceed 

$13,000,000.   

4. The Note(s) will be issued to AWCC pursuant to the Financial Services 

Agreement (the “Financial Services Agreement”) approved in Docket No. 04-0582 (an earlier 

version of which was initially approved by the Commission in Docket 00-0306).  In Docket 04-

0582, the Commission provided that IAWC would need additional approval from the 

Commission under Sections 6-102 and 7-101 of the Act to engage in any future long-term debt 

borrowing from AWCC.  Accordingly, IAWC has filed concurrently with this Informational 



Statement a Petition under Section 7-101 of the Act (the “7-101 Petition”) for approval of the 

affiliated interest transaction described herein. 

5. The Note(s) will be the general unsecured obligation of IAWC, will bear interest 

at a fixed rate or rates to maturity, will have a final maturity of not less than one year and not 

more than 30 years from the date of issue and have redemption provisions as established at the 

time of issuance.  There will be no prepayment penalty or added interest to IAWC as a result of 

early payment by IAWC of the Note(s).  AWCC will obtain the funds necessary to fund the 

Note(s) through the issuance of its own securities (the “AWCC Securities”).  The AWCC 

Securities will not be sold to AWK, or any other person who is an affiliated interest of IAWC, 

without further approval of the Commission.  The AWCC Securities will not be entitled to any 

guaranty from AWK or any other person.  As described in Docket 00-0306, AWK has entered 

into a Support Agreement, dated June 22, 2000, as amended (the “Support Agreement”) for the 

benefit of the purchasers of AWCC’s debt.  The Support Agreement requires AWK to continue 

to own all of the issued and outstanding stock of AWCC, to cause AWCC to maintain a positive 

tangible net worth and, if AWCC is unable to satisfy its obligations when due, to provide funds 

to assure such payment.   

6.   At least 90% of the proceeds of the Note(s) will be used for the purpose of 

refinancing existing obligations of IAWC, namely IAWC’s 5.39% long term debt series bonds  

in the amount of $13,000,000, which are scheduled to mature on 12/21/2013 (“Prior Bonds”).  

Accordingly, the provisions of Section 6-102(b) of the Act do not apply to the issuance and the 

provisions of Section 6-102(d) do apply.   

7.  Issuance of the Note(s) in connection with refunding the Prior Bonds is 

contemplated to occur any time after November 1, 2013 provided that the Note(s) will not be 



issued prior to the date of the Commission’s order issued as requested in the Section 7-101 

Petition.  The Note(s) will not be issued under the authority granted herein after December 31, 

2014. 

8. IAWC agrees to pay a fee pursuant to Section 6-108 of the Act in the amount of 

$31,200 (24-cents per $100) within 30 days of service of the order herein.  

9. IAWC does not have as ready access to capital markets as does AWCC and the 

AWCC Securities will be issued in a transaction of sufficient size to ensure that the most 

favorable market rate possible in the circumstances is obtained.  IAWC expects that the interest 

rate or rates it will pay in connection with the Notes issued to AWCC, which are in turn funded 

by AWCC through the AWCC Securities, will be no greater, and may be lower, than it could 

obtain if it issued its own securities.  Further, IAWC expects that overall transaction costs 

payable by it in a transaction through AWCC will be lower than would be available if it issued 

its own securities.  IAWC will not issue the Notes to AWCC unless it can determine that, based 

on market conditions applicable at the time, such issuance will result in the lowest overall cost to 

IAWC for the securities of comparable type, maturity, and terms.  

10.  Under the Financial Services Agreement, IAWC will pay AWCC an amount to 

cover the expenses of the financing incurred by AWCC.  Estimated expenses in connection with 

issuances include legal fees, accountant’s fees, underwriters’ or agents’ fees, and miscellaneous 

fees and expenses, which in the aggregate are not expected to exceed two percent of the principal 

amount of the Notes. 

11. The Financial Services Agreement with AWCC does not prohibit or restrict 

IAWC from borrowing from other parties or obtaining financial services from other parties 

whenever and on whatever terms it deems appropriate. 



12. Per 83 Ill. Adm. Code Section 240, promptly after the issuance of the Note(s), 

IAWC will file a Report with the Commission setting forth applicable information with respect 

to such financing including the issuance date, the interest rate or rates or method of determining 

the same, the interest payment dates, the redemption or tender provisions, and other relevant 

terms.  A copy of the final form of the applicable documents for the issuance will be filed with 

the Report.  Consistent with the Commission’s Order in Docket 07-0371, such report shall 

include (i) the actual interest rates for the Note(s) and AWCC Securities; and (ii) a comparison of 

the issuance costs and interest rates for the Note(s) issued to AWCC with estimates of the 

issuance costs and interest rates that IAWC might have incurred had IAWC issued unsecured 

indebtedness directly to investors.  

13. The proceeds of the issuance will be applied to (i) refunding, redeeming or 

refinancing outstanding issues of bonds, notes or other evidences of indebtedness, including 

short-term debt incurred to temporarily fund construction expenditures expected to be incurred 

for the construction or improvements of or additions to its facilities and (ii) for other corporate 

purposes, including payment of certain issuance expenses of the proposed Notes. 

14. The terms of the Notes will be set at the time of issuance as approved by IAWC’s 

Board of Directors; provided, however, that the Notes will mature on a date or dates not more 

than thirty (30) years from the date of issuance and be issued at then applicable market interest 

rates for comparable issues.   

15. IAWC’s target capital structure is approximately 45%-50%  equity.  IAWC’s total 

capitalization at August 31, 2013 was as follows: 



Amount Ratio

Long-Term Debt 395,199,543$    48.65%
Short-Term Debt 33,552,885        4.13%
Preferred Stock -                         0.00%
Common Equity 383,573,912      47.22%

Total Capitalization 812,326,340$    100.00%  

16. The issuance of the Notes will not change IAWC’s pro forma total debt to equity 

capitalization ratio at August 31, 2013, due to the scheduled maturity of its Prior Bonds. 

17. The capital structure resulting from the proposed financing is reasonable and 

appropriate to permit the attraction of new capital on reasonable terms. 

18. IAWC requests that the Commission find that this Informational Statement 

complies with the requirements of Section 6-102(d) of the Act and that the Commission enter an 

order pursuant to that Section and Section 6-102(a) authorizing the issuance of the Note(s) and 

IAWC’s obligations in connection therewith.  IAWC requests that such order be issued on or 

before November 13, 2013. 

19. IAWC requests that the Commission issue two (2) identification numbers, one for 

the Taxable Notes and one for the Tax Exempt Notes. 

20. The proposed Notes described herein are necessary and advantageous to IAWC 

and are in the public interest.  The amount of bonds, notes and other evidences of indebtedness 

which IAWC will have outstanding upon issuance of the Notes and the proposed application of 

the proceeds therefrom, will bear a reasonable proportion to the amount of IAWC’s equity 

capital and will be reasonable in aggregate principal amount, due consideration being given to 

the nature of the business in which IAWC is engaged, its credit, future prospects and earnings, 

and the effect which such issue of securities may have on the management and efficient 

operation of IAWC.  The total outstanding capitalization of IAWC upon issuance of the Notes 



and the application of the proceeds therefrom, will not be in excess of the fair value of IAWC’s 

property used and useful for the convenience of the public. 

21. The exact timing of the issue of the Notes will depend on market conditions but 

will be on or before December 31, 2014.     

WHEREFORE, Illinois-American Water Company respectfully requests that the 

Commission enter an order pursuant to Sections 6-102(a) and (d)  granting its consent to, 

approval and authorization to, for and of: 

(A) the issuance, sale and delivery by IAWC on or prior to December 31, 2014 of up 

to $13,000,000 in aggregate principal amount of Notes; 

(B) the execution, delivery and performance by IAWC of one or more Notes to 

AWCC and such other documents as may be necessary for the incurrence of the 

indebtedness approved herein; 

(C) the payment and amortization by IAWC of certain expenses in connection with 

the indebtedness set forth herein; 

(D) application of the net proceeds from the indebtedness to the purposes set forth 

herein; and 

(E) the taking of such other actions as are appropriate, reasonable and proper to the 

accomplishment of the purposes set forth herein. 

 

   



Dated this 4th day of October, 2013. 

 

RESPECTFULLY SUBMITTED, 

 

ILLINOIS-AMERICAN WATER 
COMPANY 

 

 
By: /s/ Albert D. Sturtevant  

  One of their Attorneys 
 
 
Albert D. Sturtevant 
WHITT STURTEVANT LLP 
180 N. LaSalle Street 
Suite 2001 
Chicago, IL 60601 
(312) 251-3017 
sturtevant@whitt-sturtevant.com 
 
Shannon K. Rust  
WHITT STURTEVANT LLP 
88 E. Broad Street 
Suite 1590 
Columbus, Ohio 43215 
(614) 224-3796 
rust@whitt-sturtevant.com 




