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13-0308 

 
ORDER 

 
By the Commission: 
 
 On April 23, 2013, Aqua Illinois, Inc. (“Aqua” or the “Company”) filed with the 
Illinois Commerce Commission (“Commission”) a verified petition seeking a Certificate 
of Public Convenience and Necessity (“Certificate”) to construct, operate, and maintain 
a wastewater collection and treatment system for the area described herein as the “SRT 
Service Area” pursuant to the applicable sections of the Illinois Public Utilities Act (the 
“Act”), 220 ILCS 5-1-1-1 et seq.  Aqua further seeks approval of an Asset Purchase 
Agreement (“Agreement”) entered into between Aqua and the Village of Sun River 
Terrace (the “Village” or “Sun River”) and approval of the acquisition.  Aqua seeks 
further relief as described herein. 
 
 Pursuant to due notice, a hearing was held August 29, 2013, 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 1.5 miles of the areas 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.     
 
 Aqua provided the Asset Purchase Agreement (Aqua Exhibit 1.0), a revised map 
of the SRT Service Area (Aqua Revised Exhibit 2.0), the testimony of Paul J. Hanley, 
Controller for Aqua (Aqua Exhibit 3.0) and the rebuttal testimony of Mr. Hanley (Aqua 
Exhibit 6.0), the testimony of Melissa A. Kahoun, Aqua’s Area Manager (Aqua Exhibit 
4.0) and the rebuttal testimony of Ms. Kahoun (Aqua Exhibit 5.0).  Aqua also offered 
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Exhibits 3.1 (Pro Forma and Supporting Schedules), and 3.2 (Original Cost Study).  
Aqua also provided Affidavits in support of the testimony of Mr. Hanley and Ms. Kahoun.  
Staff presented the testimony of Thomas Q. Smith, Economic Analyst in the Water 
Engineering Program of the Safety and Reliability Division (Staff Exhibit 1.0), Sheena 
Kight-Garlisch, Senior Financial Analyst in the Financial Analysis Division (Staff Exhibit 
2.0), Scott Tolsdorf, Accountant in the Accounting Department of the Financial Analysis 
Division (Staff Exhibit 3.0), and Cheri Harden, Rates Analyst in the Rates Department of 
the Financial Analysis Division (Staff Exhibit 4.0).  Staff also presented Affidavits in 
support of the testimony as Staff Exhibits 1.1, 2.1, 3.1 and 4.1.  
 
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, Kane, and Lake 
Counties in the State of Illinois.  Aqua is a public utility within the meaning of the Illinois 
Public Utility Act, 220 ILCS 5/3-105. 

 
Aqua’s petition seeks the following:   

 
(1) granting a Certificate of Public Convenience and Necessity to Aqua for the 

SRT Service Area described in Aqua Revised Exhibit 2.0 authorizing Aqua 
to construct, operate, and maintain a wastewater collection and treatment 
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 Sun River Terrace pursuant to the terms of the Agreement 
(Aqua Exhibit 1.0); 

 
(3) approval that the rates for wastewater services in the SRT Service Area 

be the same as the rates for Aqua’s University Park Wastewater Division 
approved in Docket No. 11-0436; and 

  
(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 Act (220 ILCS 5/8-406), 
which 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 

 2 



13-0308 

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. 
(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 

 
 The Village of Sun River Terrace is an Illinois Municipal Corporation located in 
Aroma and Ganeer Townships, Kankakee County, Illinois.  The proposed certified area 
is approximately 985 acres and includes approximately 162 active customers presently 
served by a wastewater collection and treatment system (the “System”) owned by the 
Village.  Aqua Exhibit 4.0 at 4.  The SRT Service Area is shown and legally described in 
Aqua Revised Exhibit 2.0.  The Village has requested that Aqua purchase and operate 
its wastewater collection and treatment system.  Id. 
 
 On March 25, 2013, Aqua and the Village 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 $300,000. 
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 A. Findings Relating to Statutory Service Requirements 
 
 With respect to the requirements of Section 8-406(b)(1) and (2) of the Act, 
Commission Economic Analyst Thomas Q. Smith testified that Aqua has met the 
requirements of the Act.  Staff Exhibit 1.0 at 11.  Mr. Smith testified that Aqua is the 
closest ICC-regulated sewer utility to the proposed certificated service area and that “it 
is unlikely that any other ICC-regulated utility could provide sewer service more cost 
effectively.”  Staff Exhibit 1.0 at 6. With respect to whether other municipalities, sewer 
districts or utilities could provide sewer service, Mr. Smith testified that the Village is the 
only other entity capable of providing sewer service to the proposed certificated area 
and there are no other municipalities located within one and one-half miles from the 
SRT Service Area.  Furthermore, Mr. Smith noted that Aqua already owns and operates 
the water system in the Village.  Id.   
 

In regard to whether Aqua could provide adequate sewer service in the proposed 
certificated area, Mr. Smith testified that Aqua is capable of providing such service.  He 
testified that “based on many years of experience with Aqua, it is my opinion that the 
Company’s water and sewer systems are well maintained and operated, and that Aqua 
is capable of providing adequate sewer service to customers in the proposed 
certificated service area.”  Staff Exhibit 1.0 at 7.  Mr. Smith also testified that there is a 
need for Aqua to provide sewer service in the area because “Sun River no longer 
wishes to own and operate the sewer system and to provide sewer service to Sun River 
customers.”  According to Mr. Smith, “the incorporation of the proposed certificated 
service 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, Melissa Kahoun testified for Aqua that “Aqua 
has the technical, financial and managerial ability to operate and maintain the system.  
Aqua currently provides service to approximately 6,335 wastewater customers in the 
State of Illinois.”   Aqua Exhibit 4.0 at 4.  

 
Mr. Smith confirmed that the acquisition would be the “least cost” means of 

providing sewer service to customers in the proposed area as required by 8-406(b)(1).  
Staff Exhibit 1.0 at 8.  Mr. Smith further testified that “Aqua has the technical and 
managerial ability to operate and maintain a wastewater collection and treatment 
system within the Village.”  Id.  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).   
 
  Section 8-406(b)(3) of the Act requires before issuing the requested Certificate, 
the Commission find 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 Sheena Kight-Garlisch testified that “the total cost of the 
proposed purchase would be minimal relative to Aqua’s total utility plant and operating 
revenue.”  Staff Exhibit 2.0 at 2.  Ms. Kight-Garlisch therefore concluded that “Aqua 
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Illinois is capable of financing the proposed acquisition…without significant adverse 
financial consequences for the Company or its customers.”  Staff Exhibit 2.0 at 3.  
 
 B. Findings Relating to Accounting Requirements 
 
 Aqua’s proposed accounting entries were reviewed by Staff witness Scott 
Tolsdorf, Accountant in the Accounting Department of the Financial Analysis Division. 
Staff Exhibit 2.0.  Mr. Tolsdorf recommended that the Commission approve Aqua’s 
accounting for the purchase as reflected in the journal entries on page 6 of Aqua Exhibit 
3.1 and attached hereto as Appendix A.  Staff Exhibit 3.0 at 8-9. 
 

Mr. Tolsdorf identified the negative acquisition adjustment resulting from Aqua’s 
purchase price being less than the original cost set forth in Aqua Exhibit 3.2.  Staff 
Exhibit 3.0 at 6.  Mr. Hanley proposed that the negative acquisition adjustment not be 
included in rate base and the amortization of the acquisition adjustment be recorded 
below-the-line to Account 421 Non-Utility Income.  Aqua Exhibit 3.0 at 3.  Staff witness 
Mr. Tolsdorf rejected Aqua’s proposed treatment of the negative acquisition adjustment.  
Mr. Tolsdorf instead recommended that the Commission order Aqua to include the 
negative acquisition adjustment in rate base and to accept Aqua’s proposal to amortize 
the acquisition adjustment below-the-line in Account 421 Non-Utility Income – Other.  
Staff Exhibit 3.0 at 6.  In his rebuttal testimony, Mr. Hanley agreed with Mr. Tolsdorf’s 
recommendation to include in the findings and conclusions section in the Order for this 
docket that the negative acquisition adjustment from the purchase of the Sun River 
sewer system be included in Aqua’s rate base and the amortization of the acquisition 
adjustment be amortized below-the-line in Account 421 Non-Utility Income – Other.  
Aqua Exhibit 6.0 at 1-2. 
 
 Mr. Hanley further agreed with the recommendation to file final accounting 
entries showing the actual dollar values of all involved accounts on the Commission’s e-
Docket System, with a copy to the Commission’s Accounting Department Manager, 
within sixty (60) days of the transaction date and if the transaction has not occurred 
within six (6) months of the Final Order to file a status report at six (6) month intervals 
until the entries are filed.  Aqua Exhibit 6.0 at 2.    
 
 C. Other Issues 
 
 Mr. Smith noted that Staff identified an error on the map regarding the correct 
range.  The Company was made aware of this error and agreed to correct it. Staff 
Exhibit 1.0 at 5. 
 
 Mr. Smith testified that Aqua should apply its current rules, regulations and 
conditions of service tariffs to the customers within the proposed certificated service 
area.  Staff Exhibit 1.0 at 11. 
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 D.  Rates 
 

Cheri Harden, Rates Analyst in the Rates Department of the Financial Analysis 
Division, testified for Staff as to Aqua’s proposed rates for the Village.  Ms. Harden 
recommended that Sun River be consolidated with the University Park and Tri-Star 
Estates Sewer Division as proposed by Aqua.  Staff Exhibit 4.0 at 2.  Ms. Harden further 
recommended that Aqua add “Ganeer Township” to tariff Sheet No. 1 and provide a 
sample bill for Sun River customers as part of its tariff.   
 
 As for depreciation, Aqua proposed to use the same sewer depreciation rates 
that are currently in effect for its University Park Division as established in Aqua’s most 
recent rate proceeding, Docket No. 11-0436.  Aqua Exhibit 3.1, attached to Aqua Exhibit 
3.0.  Mr. Smith testified that he had no objection to Aqua using the University Park 
Division depreciation rates.  Staff Exhibit 1.0 at 10.  
 
IV. COMMISSION ANALYSIS AND CONCLUSIONS 
 
 In this proceeding, Aqua seeks issuance of a Certificate of Public Convenience 
and Necessity for the SRT Service Area pursuant to the applicable sections of the 
Illinois Public Utilities Act, 220 ILCS 5-1-1-1 et seq.  Correspondingly, Aqua seeks 
approval of an Asset Purchase Agreement entered into between Aqua and the Village 
of Sun River Terrace; approval that the rates for wastewater services in the SRT 
Service Area 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 SRT Service 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, Aqua should utilize the existing University Park Division 
wastewater depreciation rates. 
 
 With respect to the Accounting of the Purchase, Staff recommended to include in 
the findings and conclusions section in the Order for this docket that the negative 
acquisition adjustment from the purchase of the Sun River sewer system be included in 
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Aqua’s rate base and the amortization of the acquisition adjustment be amortized 
below-the-line in Account 421 Non-Utility Income – Other.  Aqua has accepted this 
recommendation and the Commission finds this to be proper. 
 

With respect to the tariffs, the Commission finds that “Ganeer Township” should 
be added to Sheet No. 1 and that Aqua should provide a sample bill for Sun River 
customers as part of the University Park tariff as proposed by Staff.  Further, Aqua 
should utilize the existing University Park Division’s current rules, regulations and 
conditions of service tariffs for the customers within the proposed certificated service 
area. 
 
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, Kane, 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 SRT Service Area to Aqua 
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 for wastewater service that 

include the SRT Service Area in Aqua’s University Park Division, 
within fifteen (15) days of the closing of the acquisition, to become 
effective not less than five (5) 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; 

  

 7 



13-0308 

(7) 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 SRT Service 
Area; 

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

bearing Docket No. 13-0308 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 
Commission’s 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 accounting entries to record the purchase of the wastewater 

system as reflected herein on Appendix A are approved and the 
negative acquisition adjustment resulting from the purchase of the 
Village of Sun River Terrace wastewater system will be included in 
Aqua’s rate base and the amortization of the acquisition adjustment 
will be amortized below-the-line in Account 421 Non-Utility Income 
– Other; 

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

code parts are granted in this order; 
 
(12) the proposed certificated service area is approved, as identified in 

Aqua Revised Exhibit 2.0; 
 
(13) Aqua’s current Rules, Regulations, and Conditions of Service tariffs 

for sewer service on file with the Commission should be applicable 
to customers in the proposed certificated service area; 

 
(14)  the sewer depreciation rates that are applicable to Aqua’s 

University Park Sewer Division should be applied to the Sun River 
sewer operations, as identified in Aqua Exhibit 3.1, page 8; 

 
(15) the sewer rates that are applicable to Aqua’s University Park Sewer 

Division should be applied to the customers of Sun River. 
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IT IS THEREFORE ORDERED that a Certificate of Public Convenience and 

Necessity for the SRT Service Area is hereby issued to Aqua Illinois, Inc. as described 
above in the following area for the provision of public utility wastewater service in 
connection therewith, and this Certificate shall read as follows: 

 
CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 

 
IT IS HEREBY ORDERED that the public convenience and necessity 
requires the construction, operation and maintenance of a wastewater 
collection and treatment system and, in connection therewith, the 
provision of public utility wastewater service by Aqua Illinois, Inc. in the 
area legally described as:   
 
 Section 33, Township 31N, Range 13E (of the 3rd Principal 

Meridian), & E. ½ of Section 32, Township 31N, Range 13E 
(of the 3rd Principal Meridian).  Encompassing an Area of 
985 Acres in the Village of Sun River Terrace, Aroma and 
Ganeer Townships, Kankakee County, Illinois. 

 
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 23rd day of October, 2013. 

 
 
 
 
      (SIGNED) DOUGLAS P. SCOTT 
 
        Chairman 
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