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ORDER 
 
By the Commission: 
 
 On November 20, 2013, Aqua Illinois, Inc. (“Aqua” or “Company”) made the 
above-referenced filings which have been consolidated by a ruling.  The petition in 
Docket No. 13-0646 was filed pursuant to Section 7-101 of the Public Utilities Act 
(“Act”), 220 ILCS 5/101 et seq.  The Informational Statement in Docket No. 13-0647 
was filed pursuant to Section 6-102(d) of the Act.  On November 25, 2013, Aqua filed an 
Amended Informational Statement ("Amended Statement") in Docket No. 13-0647 as 
well as an Amended Petition in Docket No. 13-0646. 
 
 On December 3, 2013, the Commission Staff (“Staff”) filed an Answer (“Staff 
Answer”).  No intervening petitions were filed in this matter and no hearings were held. 
 
 Aqua plans to issue to Aqua America, Inc. (“Aqua America”) a promissory note 
(the “Note”) in an aggregate principal amount not to exceed $23,140,000, to be used for 
the purpose of refinancing outstanding issues of bonds.  Aqua proposes to issue the 
Note to Aqua America pursuant to a financial services agreement (the “Financial 
Services Agreement”).   
 
 Aqua states that 90% or more of the proceeds from the issuance of the Note will 
be used by Aqua Illinois for the purpose of refinancing outstanding issues of bonds. 
Accordingly, Section 6-102(b) of the Act does not apply to this transaction and Section 
6-102(d) does apply.   
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 Aqua claims it does not have as ready access to capital markets as Aqua 
America and the transaction is not of a sufficient size to ensure the financing Aqua 
Illinois obtains is the most favorable rate possible in the circumstances.  Aqua expects 
that the overall transaction costs payable by it in the proposed transaction will be lower 
than would be available if it issued the debt in the public market. 
 
 Aqua says estimated expenses in connection with the issuance include legal 
fees, accountant’s fees, underwriters’ and/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 Note, or $462,800. 
 
 Aqua indicates the transaction will not restrict it from borrowing from other parties 
or obtaining financial services from other parties whenever and on whatever terms it 
deems appropriate.   
 
 Aqua states, consistent with 83 Ill. Admin. Code 240, Aqua Illinois will file a report 
(the “Report”) with the Commission setting forth applicable information with respect to 
any issuance, including: (a) the principal amount of the issuance; (b) the terms of the 
issuance; (c) a detailed statement of all expenses incurred in connection with the 
issuance; the purpose or purposes to which the proceeds have been applied; and, in 
respect to unapplied proceeds (if any), the amount of proceeds remaining unapplied to 
the purpose specified in the order of the Commission.  Aqua says a copy of the final 
form of the applicable documents for an issuance will be filed with the Report. 
 
 According to Aqua, the proposed transaction is necessary and advantageous to it 
and in the public interest.  Aqua says the amount of bonds, notes, and other evidences 
of indebtedness which it will have outstanding upon issuance of the Note and the 
proposed application of the proceeds therefrom, will bear a reasonable proportion to the 
amount of Aqua's equity capital and will be reasonable in aggregate principal amount, 
due consideration being given to the nature of the business in which Aqua is engaged, 
its credit, future prospects and earnings, and the effect which such issue may have on 
the management and efficient operation of Aqua.  Aqua also says the total outstanding 
capitalization of Aqua upon the issuance and the application of the proceeds therefrom, 
will not be in excess of the fair value of Aqua's property used and useful for the 
convenience of the public. 
 
 Aqua indicates the exact timing of the issuance has not been determined, but the 
issuance will occur after: (i) the Commission has entered a final order approving the 
issuance, as requested herein and in its Petition, and (ii) the applicable call notice 
period on existing debt to be refinanced or redeemed has expired.   Aqua requests, 
pursuant to Section 6-101 of the Act, that the Commission provide a serial number or 
other device to identify the Note. 
 
 Aqua is a wholly-owned subsidiary of Aqua America, and thus, they are “affiliated 
interests” under Section 7-101(2)(a) of the Act.  Aqua seeks Commission approval to 
execute a Financial Services Agreement.  Under the Financial Services Agreement, 
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Aqua indicates Aqua America will provide Aqua with access to long-term borrowing by 
way of one or more promissory notes, in a form substantially similar to that reflected in 
the Sample Note attached to the Financial Services Agreement.  Aqua says under the 
Financial Services Agreement, Aqua agrees to pay Aqua America a portion of the 
transaction costs incurred by Aqua America, to be divided in proportion to the principal 
amount of borrowing that is loaned to Aqua Illinois.  As a result, Aqua indicates the 
Financial Services Agreement will enable it to arrange for the issuance of long-term 
debt on more favorable terms and at a lower cost than it otherwise could in the 
marketplace.  Aqua contends the Financial Services Agreement will also reduce the 
amount of administrative cost incurred in connection with debt issuances on a going-
forward basis.  Aqua maintains the Financial Services Agreement will not prohibit or 
otherwise restrict Aqua Illinois from borrowing from third parties on whatever terms it 
deems appropriate. 
 
 Aqua requests that the Commission, enter an order pursuant to Section 7-101 
authorizing Aqua Illinois, Inc. to: 
 

1. execute, issue, and deliver a promissory note to its affiliate Aqua America, 
Inc.; enter into a financial services agreement with Aqua America, Inc., 
and such other 

2. documents as may be necessary for the incurrence of the indebtedness 
approved herein; and 

3. the taking of such other actions as are appropriate, reasonable and proper 
to the accomplishment of the purposes set forth in its Amended 
Informational Statement and Amended Petition. 

 
In its Answer to Aqua's Amended Petition and Amended Informational Statement, 

Staff says Aqua intends to issue and sell up to $23,140,000 aggregate amount of 
indebtedness in one or more issuances with the pricing and issuance of securities 
scheduled to occur after the Commission has entered a final order approving the 
proposed new indebtedness and “the applicable call notice period on existing debt to be 
refinanced or redeemed has expired.”  Staff indicates Aqua's indebtedness is currently 
expected to have a term to maturity of 14 years from the date of issue and an interest 
rate of 3.97%. 

 
Staff recommends that Aqua be required to report the actual interest rates for 

any new indebtedness authorized in the instant docket.  Further, in the event that Aqua 
elects to issue indebtedness through Aqua America, Staff recommends that Aqua be 
required to provide a comparison of the costs to issue indebtedness through Aqua 
America (including interest) and the costs Aqua estimated it would incur to issue 
indebtedness directly to investors.  Staff says the interest rate on the new indebtedness, 
and if applicable, the cost comparison for the new indebtedness could be either 
included in the reports filed pursuant to Part 240 or provided in a separate filing.  Staff 
does not have a preference. 
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Staff states that Aqua and Aqua America are affiliated interests as that term is 
defined in Section 7-101 of the Act.  Staff does not object to Aqua Financial Services 
Agreement with Aqua America or to Aqua America loaning funds to Aqua in the form of 
Notes pursuant to the Financial Services Agreement, provided such issuance will result 
in a lower overall cost to Aqua than would an independent debt issuance by Aqua 
Illinois for securities of comparable type, maturity and terms.   

 
Staff believes Aqua's proposal is subject to Section 6-101, which requires the 

Commission to provide proper identification numbers on the proposed indebtedness 
when issued.  Staff notes Aqua requested one identification number.  Staff also believes 
Aqua's proposal is subject to Section 6-102(a), which requires a Commission order 
authorizing the proposed issuance and sale of indebtedness.  Staff says the order must 
also state the amount of the proceeds and purposes to which they are to be applied, 
and that such applications are reasonably required. 

 
Staff indicates Aqua's proposal is not subject to Section 6-102(b) since at least 

90% of the proceeds will be used for the purpose of refunding outstanding 
indebtedness.  Staff says Aqua's proposal is subject to Section 6-102(d), which requires 
the Informational Statement filed by Aqua and a Commission order in conformance with 
Section 6-102(a). 

 
According to Staff, Aqua's proposal is subject to Section 6-108; however, since 

the proceeds will be used for the purpose of refinancing outstanding indebtedness that 
has been issued with the consent of the Commission, no fee shall be required for the 
proposed indebtedness.  Staff states Aqua's proposal is also subject to 83 Illinois 
Administrative Code Part 240, which requires the petitioner to file reports relative to the 
issuance and sale of the indebtedness and application of the proceeds, unless the 
Commission Order provides otherwise (Section 240.30). 

 
Staff does not object to Aqua's request that the Commission enter an Order 

authorizing the transactions described in Aqua's Amended Petition pursuant to Section 
7-101 of the Act. Staff further recommends that the Commission issue an Order, 
pursuant to Section 6-102(d) of the Act, authorizing the transactions described in Aqua's 
Amended Informational Statement, identifying the applicable provisions of the Act and 
Administrative Code.   

 
The Commission, having considered the record herein, finds that: 
 
(1) Aqua Illinois, Inc. is an Illinois corporation and a public utility within the 

meaning of Section 3-105 of the Act; 
 
(2) Aqua Illinois, Inc. and Aqua America, Inc. are affiliated interests as defined 

in Section 7-101 of the Act;  ; 

(3) the Commission has jurisdiction over the parties and subject matter in this 
proceeding;  
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(4) the loaning of funds by Aqua America to Aqua in the form of Notes 
pursuant to the Financial Services Agreement, shall be authorized, 
provided such issuance will result in a lower overall cost to Aqua than 
would an independent debt issuance by Aqua for securities of comparable 
type, maturity and terms; 

(5) Aqua's proposal is subject to Section 6-101 of the Act, which requires 
proper identification numbers on the proposed indebtedness when issued; 
Aqua shall cause the following identification number to be placed on the 
face of the evidences of indebtedness:  6662;  

(6) the proposal is subject to Section 6-102(a) of the Act, which requires a 
Commission order authorizing the proposed issuance and sale of 
indebtedness; the funds are reasonably required for and shall be used for 
the purposes described hereinabove;  

(7) the proposal is not subject to Section 6-102(b) since at least 90% of the 
proceeds will be used for the purpose of refunding outstanding 
indebtedness; 

(8) the proposal is subject to 83 Illinois Administrative Code 240, which 
requires the petitioner to file reports relative to the issuance and sale of 
the indebtedness and application of the proceeds, unless the Commission 
Order provides otherwise; 

(9) Aqua should be required to report the actual interest rates for any new 
indebtedness authorized in the instant docket.  In the event that Aqua 
elects to issue indebtedness through Aqua America, Aqua should provide 
a comparison of the costs to issue indebtedness through Aqua America 
(including interest) and the costs Aqua estimated it would incur to issue 
indebtedness directly to investors.  The interest rate on the new 
indebtedness, and if applicable, the cost comparison for the new 
indebtedness should be included in the reports filed pursuant to Part 240;   

(10) the reporting requirements are mandatory; failure to comply with them 
could result in an action against Aqua seeking penalties for non-
compliance.   

 
IT IS THEREFORE ORDERED by the Illinois Commerce Commission that Aqua 

Illinois, Inc. is hereby authorized to enter into and carry out the terms of the proposed 
transactions pursuant to Sections 7-101 and 6-102(d) of the Act as described above, 
subject to the numbered findings set forth above. 

 
IT IS FURTHER ORDERED that Aqua shall comply with Findings 4 through 10 

above.   
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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 18th day of December, 2013. 
 
 
 
 (SIGNED) DOUGLAS P. SCOTT 
 
 Chairman 
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