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By the Commission: 

I. PROCEDURAL HISTORY 

October 23, 2013, Aqua Illinois, Inc. (“Aqua” or the “Petitioner”) filed with the 
Illinois Commerce Commission (“Commission”) a Verified Petition for a Certificate of 
Public Convenience and Necessity to operate a water supply and distribution system in 
portions of McHenry County, Illinois, pursuant to Section 8-406 of the Public Utilities Act 
(the “Act”) (220 ILCS 5/8-406).  Petitioner also requests approval of an Asset Purchase 
Agreement (“APA”), approval of its proposed accounting entries and depreciation rates 
pertaining to the acquisition, approval of applicable rates for water service, and for the 
Issuance of an Order Approving Rates, Accounting Entries, and Tariff Language.  The 
Petition was jointly agreed to in part by Mr. Joseph Olsen, Trustee on behalf of McHenry 
Shores Water Company (“MSWC”). 

Pursuant to notice given in accordance with the law and the rules and regulations 
of the Commission, this matter was scheduled for a prehearing conference before a 
duly authorized Administrative Law Judge (“ALJ”) of the Commission at its offices in 
Chicago, Illinois on November 21, 2013.  This matter was continued for status to 
December 5, 2013, and to January 28, 2014 for evidentiary hearing.  

Petitioner and Staff were represented by counsel at the hearing on January 28.  
Petitioner filed Exhibit 1.0, direct testimony of Craig Blanchette, Vice President and 
Operations Manager, with attachments 1.1, 1.2, 1.3, 1.4, 1.5, 1.6 and 1.7; Exhibit 1.8, 
Mr. Blanchette’s Affidavit, Exhibit 2.0, direct testimony of Paul J. Hanley, Controller, with 
Attachment 2.1 (Schedules 1 through 5), and Exhibit 2.2, Mr. Hanley’s Affidavit.   
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Staff filed Exhibit 1.0, direct testimony of William D. Marr, Manager - Water 
Engineering Program, Safety and Reliability Division, Exhibit 2.0, direct testimony of 
Christopher L. Boggs, Rates Analyst, Financial Analysis Division, Exhibit 3.0, direct 
testimony of Michael McNally, Senior Financial Analyst, Financial Analysis Division, 
Exhibit 4.0, direct testimony of Diane Hathhorn, Accountant, Financial Analysis Division, 
and Exhibits 5.0, 6.0, 7.0 and 8.0, the Affidavits of Mr. Marr, Mr. Boggs, Mr. McNally and 
Ms. Hathhorn, respectively.  At the conclusion of the hearing on January 28, 2014, the 
parties’ exhibits were admitted into evidence and the record was marked “Heard and 
Taken”. 

II. FACTUAL BACKGROUND 

Petitioner provides water and sewer service to certain areas in Illinois and is a 
public utility within the meaning of Section 3-105 of the Act.  (220 ILCS 5/3-105).  
MSWC currently provides water service to approximately 534 customers in the McHenry 
Shores Subdivision, located in the City of McHenry, Nunda Township, McHenry County 
Illinois (the “Area”).  Petitioner proposes to acquire MSWC’s water supply and 
distribution system assets.  Petitioner Ex. 1.1 contains a map and legal description of 
the Area. 

In 1997, the Commission issued a citation against MSWC for a variety of 
regulatory violations and deficiencies, requiring it to make numerous improvements.  
(Docket 97-0607, 11/19/97).  Since MSWC did not make the necessary investments 
and improvements, the Commission found that MSWC had failed to implement the 
investments and improvements previously ordered, and found that MSWC lacked “the 
financial, managerial, and technical ability necessary to provide safe, adequate, reliable 
service.”  (Pet. Ex. 1.6 at 19) 

 
On June 1, 2011, Thomas P. Mathews, owner of 100% of MSWC’s shares, filed 

jointly for bankruptcy with Lois P. Mathews in the United States Bankruptcy Court for the 
Northern District of Illinois.  During that proceeding, Mr. Olsen was appointed, and still 
remains, Trustee of the bankruptcy estate.  Mr. Olsen began the process of liquidating 
MSWC’s assets by soliciting bids.  Petitioner submitted the winning bid.   

On June 27, 2013, Petitioner and the Trustee entered into the APA, wherein 
Petitioner agreed to purchase MSWC’s water assets for $427,000.  The assets included 
in the APA are described in the petition at 3, ¶12.  On October 2, 2013, the Bankruptcy 
Court authorized the Trustee to sell MSWC pursuant to the APA.  Under the terms of 
the APA, Section 8-508 of the Act (220 ILCS 5/8-508), and subject to Commission 
approval, MSWC will relinquish its utility business to Petitioner on the closing date of the 
acquisition.  Pursuant to Section 8-406 of the Act and the terms of the APA, Petitioner 
must seek a Certificate and approval of rates from the Commission. 

 
Pursuant to 83 Ill. Adm. Code 200.150(b), a copy of this petition will be served 

upon each municipality located partly or wholly within the Area, or with a corporate 
boundary that is within 1 and 1-1/2 miles of the Area.  A list of these municipalities is 
contained on Exhibit D attached to the Petition.  After closing of the acquisition, MSWC 
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will relinquish its utility business to Petitioner.  Petitioner and Trustee jointly request, 
pursuant to Section 8-508, that the Commission order MSWC to permanently abandon 
service to the Area, effective at closing.  Petitioner will continue to provide service 
without interruption.  

III. REQUESTED FINDINGS AND APPROVALS 

Consistent with Sections 7-102, 7-204, 7-204A, 8-406 (220 ILCS 5/7-102, 5/7-
204, 5/7-204A, 5/8-406) and Section 8-508 of the Act, Petitioner requests that the 
Commission: (1) issue a Certificate authorizing Petitioner to construct, operate and 
maintain the MSWC System, and in connection therewith, transact a public utility 
business in the Area; (2) approve the APA and the terms therein; (3) approve 
Petitioner’s proposed depreciation rates and accounting entries related to the 
acquisition; (4) approve applicable rates for the water services for the Area; (5) approve 
the filing of new tariff pages which transfer the application of the existing tariffs to 
Petitioner from MSWC; and, (6) approve Petitioner’s and Trustee’s joint request that 
MSWC permanently abandon water service in the Area. 

1. The Record 

(a) Petitioner has the Technical, Financial, and Managerial Ability 
to Operate and Maintain the MSWC System 

Mr. Blanchette testified that Petitioner has the financial, technical, and 
managerial ability to operate the MSWC System.  (Pet. Ex. 1.0 at 5).  Since Petitioner 
obtained Commission approval to operate in Illinois in 1998, it has acquired at least 18 
other water facilities in Illinois, some of which were in financial distress.  (Id. at 6-9).  
Petitioner has many years of experience and a proven track record in the acquisition, 
operation, and management of water and/or wastewater systems of all sizes.  It has 
also had considerable success in rehabilitating troubled systems like the MSWC 
System.  Mr. Blanchette noted that MSWC is not financially stable, consistently 
operates with negative cash flows, and has failed to pay property taxes for several 
years.  (Id. at 9). 

 
Mr. Blanchette testified that Petitioner plans to invest $180,000 in water main 

replacements within the first five years; refurbish the 100,000 gallon elevated storage 
tank at an estimated $250,000, to bring the tank up to Petitioner’s standards within the 
first year; construct facilities to remove iron from the finished water at an estimated 
$300,000; install on-site emergency power generation to ensure reliable service, for 
which it has budgeted $60,000; and replace all meters with new units that have remote 
read capability, for which it has budgeted $95,000. (Id. at 11-12).   

 
Mr. Marr testified that, because Petitioner provides adequate, reliable, efficient, 

and safe water service to its customers, it is reasonable to expect that it can continue to 
provide adequate, reliable, efficient, and safe water service to its current customers, and 
to the additional 534 water customers in the MSWC Area.  He states further that he has 
no reason to believe that the acquisition would diminish Petitioner’s ability to provide 
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adequate, reliable, efficient, and least-cost public utility service as required by Section 
7-204(b)(1) of the Act.  (Staff Ex. 1.0 at 6).  For these reasons, he believes that 
Petitioner is capable of efficiently managing and supervising construction, as required 
by Section 8-406(b)(2) of the Act. 

 
(b) No Other Municipal Corporations or Other Entities are able to 

Provide Service in a More Cost-Effective Manner 

Mr. Blanchette testified that, although the City of McHenry has previously 
expressed interest in providing water services, it failed to make a meaningful offer to 
acquire the MSWC System.  Petitioner was the only one of four Commission-regulated 
utilities operating in the McHenry County region that bid on the System.  No other party 
intervened or submitted evidence indicating that any adjacent communities were willing 
to serve the Area.   

(c) Petitioner has Demonstrated that the Proposed Acquisition is 
the Least-Cost Means of Providing Water Service to the 
Customers in the MSWC Area 

Petitioner and Staff agree that the proposed acquisition is the least-cost means 
of providing water service to the customers in the Area.  No municipality has intervened 
in this proceeding and the bid from Petitioner was the highest offer received by the 
Trustee in the ongoing bankruptcy proceeding.  Accordingly, both Staff and Petitioner 
believe that Petitioner’s proposal represents the least-cost means of providing water 
service to customers in the Area. 

(d) Aqua Illinois has Shown that the Acquisition is Not Likely to 
Have a Significant Adverse Effect on Competition in those 
Markets Over Which the Commission has Jurisdiction 

Petitioner states that it does not foresee any adverse impact on competition in 
those markets over which the Commission has jurisdiction, in compliance with Section 
7-204(b)(6) of the Act.  Mr. Marr testified that, because the Area is located in a region 
already served by Petitioner, and Petitioner was the only one of four Commission-
regulated utilities to bid, the acquisition is unlikely to have a significant adverse effect on 
competition in those markets over which the Commission has jurisdiction.  (Staff Ex. 1 
at 7-8). 

(e) Rates and Charges 

Petitioner requests that the Commission approve the same water service rates 
as those currently in effect for Petitioner’s Consolidated Water Division.  Mr. Blanchette 
states that Aqua Illinois has been successful at consolidating several systems at the 
time of acquisition.  The purchase price, along with the significant capital improvements 
Aqua Illinois has planned for the System, justify consolidation.   

Petitioner proposes applying the same terms and conditions of service applicable 
throughout its service territory.  Petitioner also proposes to adopt its existing, 

4 



13-0595 

Commission-approved miscellaneous charges, return check charges, late payment 
fees, state add-on taxes and other fees, consistent with those charged in Petitioner’s 
other divisions in Illinois.  Because these charges are consistent throughout the state, 
maintaining uniform miscellaneous charges will simplify the transition process for new 
customers and will also result in increased efficiencies, fewer ambiguities, and more 
consistent customer service.   

Mr. Boggs recommends approval of Petitioner’s proposals.  Although Petitioner’s 
proposal would increase customers’ average monthly bills from $14.70 to $44.30, he 
notes that MSWC’s current rates do not reflect the significant additional investment 
necessary for Petitioner to adequately, safely, and reliably operate the System.  (Staff 
Ex. 2.0 at 6).  Citing a “dire and immediate need” for the MSWC System to be acquired 
by a capable utility, Mr. Boggs urges the Commission to exercise its discretion and 
approve Petitioner’s proposed rates.  (Id.)    

(f) Rate Base 

Petitioner questions the credibility and accuracy of available records.  Thus, it 
was unable to obtain sufficient documentation to justify a rate base consistent with the 
assets to be purchased.  However, Mr. Blanchette asserts that Petitioner arrived at a 
purchase price of $427,000 through the bankruptcy proceeding, which he believes to be 
fair and reasonable.  (Pet. Ex. 1.0 at 10, 14).  To further support his position, Mr. 
Blanchette explains that, for utility ratemaking purposes, the Commission previously 
determined in Docket 01-0488/01-0490 (Cons.) that it is appropriate to rely on a 
purchase price approved by the Commission or a court proceeding.    In the underlying 
bankruptcy proceeding involving MSWC, evidence was presented supporting the 
$427,000 purchase price, including testimony from the Manager of Water Utilities for the 
Commission.  (Id. at 14).  Moreover, if $427,000 is used as the rate base, the rate base 
per MSWC customer ($2,740, which includes Petitioner’s proposed $1 million year one 
investments) is very favorable when compared to the statewide average for other Aqua 
Illinois water customers ($2,440).  (Id. at 15).  Mr. Hanley states that, since the 
additional rate base amounts to only 0.1% of the existing rate base for Petitioner’s 
existing water customers, it would not place an additional burden on them.  (Pet. Ex. 2.0 
at 5). 

 
Mr. Marr states that the purchase price was the result of an arm’s length 

transaction and notes that Petitioner’s proposed capital projects are necessary and will 
enhance the adequacy, reliability, efficiency, and safety of water service provided to 
customers of MSWC.  Using the purchase price as the original cost rate base also 
follows the same basic concepts of Section 9-210.5 of the Act.  In Mr. Marr’s opinion, 
the purchase price is reasonable and should be used as the original cost rate base of 
MSWC.  (Staff Ex. 1.0 at 16-17).   
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(g) Qualifying Infrastructure Plant Surcharge Rider 

In light of the significant capital improvements that will be necessary over the first 
five years, Petitioner proposes to apply its Qualifying Infrastructure Plant Surcharge 
(“QIPS”) Rider to all water service customers in the Area.  Staff does not object. 

(h) Rules, Regulations, and Conditions of Service Tariff Sheets 

Petitioner proposes tariff revisions to incorporate MSWC into Petitioner’s most 
current Rules, Regulations, and Conditions of Service tariffs for water service on file 
with the Commission.  Mr. Blanchette states that the Company will remain subject to all 
applicable laws, regulations, rules, decisions, and policies governing the regulation of 
Illinois public utilities.  By adopting the proposal, the existing rules and regulations 
applicable to MSWC’s customers will cease to exist.  (Pet. Ex. 1.0 at 17-18). 

Mr. Marr agrees that application of these tariffs to MSWC’s customers is 
appropriate, until such time as the Commission might authorize new tariffs.  However, 
Mr. Marr recommended that the Commission direct Petitioner to change references 
from “McHenry Shores Water Company within the City of McHenry, in McHenry County, 
Illinois” to “McHenry Shores Subdivision within the City of McHenry in Nunda Township, 
McHenry County, Illinois,” on: ILL. C.C. No. 49, Title Sheet; ILL. C.C. No. 49, Section 
No. 1, Sheet No. 1; ILL. C.C. No. 49, Section No. 2, Sheet No. 1; and ILL. C.C. No. 49, 
Section No. 2, Information Sheet.  Mr. Marr also recommended that the Commission 
direct Petitioner to cancel ILL. C.C. No. 1 for MSWC in its entirety.  (Staff Ex. 1.0 at 14-
15).    

Petitioner did not object to these proposals. 

(i) Accounting Entries and Schedules 

Mr. Hanley submitted five schedules (attached to his testimony) for which 
Petitioner seeks approval: (1) Pro Forma, (2) Projected Capital Spending, (3) Average 
Residential Bill, (4) Accounting Entries, and (5) Depreciation Rates.  (Pet. Ex. 2.0 at 2-3) 

 
Mr. Hanley testified that, consistent with Commission Policy and the Uniform 

System of Accounts (“USOA”), adopted by 83 Ill. Adm. Code 605, Petitioner proposes to 
record the original cost of the acquired plant as a credit to Account 104.  He states that 
the proposed journal entries are consistent with the requirements of the USOA.  
Petitioner will record the acquisition adjustment to Account 114 – Acquisition 
Adjustment, and amortize the Acquisition Adjustment above-the-line to Account 406 – 
Amortization of Utility Plan Acquisition Adjustment, over a period of 20 years.  This 
approach is consistent with the Commission’s Order in Docket 01-0488/01-0490 
(Cons.).  (Pet. Ex. 2 at 7-8). 

 
Petitioner anticipates the transaction costs of the acquisition will include 

approximately $50,000.00 in costs and fees, which may include but are not limited to: 
inspection fees, engineering expenses, legal costs and fees, and other transaction-
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related expenses.  Aqua Illinois proposes to record the anticipated transaction costs to 
Account 114 – Acquisition Adjustment.  (Id. at 8) 

Ms. Hathhorn agrees that the proposed journal entries comply with the 
Commission’s prior order in Docket 01-0488/01-0490 (Cons.).  (Staff Ex. 4 at 3).  Ms. 
Hathhorn testified that Petitioner explicitly addressed its compliance with Section 7-
204(b)(2) and (3) of the Act.  The proposed transaction will not result in unjustified 
subsidization of non-utility activities under Section 7-204(b)(2) of the Act and will not 
cause the costs and facilities to be unfairly or unreasonably allocated.  Because 
Petitioner projects no savings as a result of the transaction, no allocations of savings 
are necessary under Section 7-204(c)(i) of the Act.  (Id. at 4). 

 
For the purpose of monitoring Petitioner’s compliance with the Commission’s 

directives, Ms. Hathhorn recommends that the Commission order Petitioner to file the 
final accounting entries for the transaction, showing the actual dollar values of all 
involved accounts, as a filing on the Commission’s e-Docket System, and provide a 
copy of the filing to the Commission’s Accounting Department Manager, within 60 days 
of the transaction date.  Further, if the transaction has not occurred within six months of 
the Commission’s final Order in this proceeding, Ms. Hathhorn recommends that 
Petitioner be required to file a status report at six-month intervals until the journal entries 
are filed.  (Staff Ex. 4.0 at 6). 

Petitioner did not object to this recommendation. 
 

(j) Depreciation Rates 

Petitioner proposes to use the depreciation rates currently in effect for 
Petitioner’s Consolidated Water Division, as approved by the Commission in Docket 11-
0436.  Staff does not object to Petitioner’s proposed depreciation rates.   

 
(k) The Acquisition Will Not Significantly Impair Petitioner’s 

Ability to Raise Necessary Capital on Reasonable Terms or 
Maintain a Reasonable Capital Structure 

Mr. Hanley asserts that Petitioner’s goal is to attain a capital structure of 53% 
equity and 47% debt.  He states that the Company’s acquisition of MSWC will not 
adversely impact Aqua Illinois’ capital plan and capital structure.  Nor does he believe it 
will impair Aqua Illinois’ ability to raise necessary capital on reasonable terms.  (Pet. Ex. 
2.0 at 9).     

Mr. McNally stated that even if the entire purchase were funded entirely with 
debt, Petitioner’s common equity ratio would still be 52.8%, which “indicates a sound 
financial standing that should afford Petitioner access to capital on reasonable terms.”  
(Staff Ex. 3.0 at 2-3).  
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IV. COMMISSION ANALYSIS AND CONCLUSION 

Section 8-406 of the Act requires a utility that applies for a Certificate of Public 
Convenience and Necessity to demonstrate that (1) the proposed construction is 
necessary to provide adequate, reliable and efficient service to customers and is the 
least-cost means of satisfying the service needs of customers; (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.   

 
Petitioner states that MSWC, as a provider of water service to approximately 534 

customers, is financially unstable, operates consistently with negative cash flows, and 
has failed to pay property taxes for several years.  There is also a history of non-
compliance with regulations governing private utilities, and it has routinely failed to 
comply with Commission Orders.  (Pet. Ex. 1.0 at 9; Staff Ex. 1.0 at 10).  Moreover, 
Petitioner’s owner filed for bankruptcy and the assets are being liquidated to generate 
funds to pay creditors.  (Staff Ex. 1.0 at 10; Ver. Pet. at 2, ¶¶9-10).  Staff stated that it 
found no reason to dispute Petitioner’s assertion that the proposed acquisition would 
diminish the ability of Petitioner to serve its customers.  (Staff Ex. 1.0 at 6-7).  The 
Commission finds that Petitioner has fully demonstrated the need under Section 8-
406(1) to provide adequate, reliable and efficient service to customers at the least-cost 
means. 

 
  The Commission also finds that Petitioner is capable of efficiently managing and 

supervising the construction process, in compliance with Section 8-406(2).  Petitioner 
listed an extensive number of transactions in which it acquired utilities that were 
financially deficient and/or in non-compliance with applicable regulations.  (Pet. Ex. 1.0 
at 6-9).  Staff stated that Petitioner has thereby shown that it can efficiently manage and 
supervise the construction of any needed capital improvements.  Petitioner also 
provides water service to approximately 56,000 Illinois customers and has years of 
experience managing the construction of water system improvements.  (Staff Ex. 1.0 at 
12). 

 
 The Commission finds that that the higher rates proposed by Petitioner are 
necessitated by the additional investment necessary to continue to operate the system 
properly.  This does not mean that such operation will cause Petitioner to violate the 
“adverse financial consequences” clause of Section 8-406(3).  Both Staff and Petitioner 
explained that, with the needed additional investment, the rates for MSWC’s customers 
will be lower when they are consolidated with Petitioner’s larger base.  As a stand-alone 
company, Petitioner projected a 35% rate increase which would result in a $60 increase 
per month in the average residential bill.  Neither Petitioner nor Staff projected a rate 
increase anywhere near 35% with a consolidated customer base.  (Staff Ex. 2.0 at 7; 
Pet. Ex. 2.0 at 4-7). 

8 



13-0595 

 
The Commission agrees with Petitioner and Staff that a change in rates for 

customers of a regulated utility is typically implemented pursuant to a rate case.  The 
record in this Docket, however, clearly reflects that this is a unique situation where 
Commission discretion is warranted.  The record shows that while these rates are 
higher than MSWC customers’ current rates, the significant investment proposed by 
Petitioner is necessary in order to adequately, safely and reliably operate the System.  
With this necessary investment, MSWC’s rates will be lower for its customers than if it 
remained as a stand-alone System.    

 
Pursuant to Section 7-102 of the Act, Petitioner is required to obtain the consent 

and approval of the Commission to enter into a contract with another utility (7-102(a)), 
and to acquire another utility (7-102(b)).  The record clearly shows that Petitioner is in 
compliance with these provisions.   

 
Since Petitioner currently provides water service to approximately 56,000 

customers, it already provides adequate, reliable, efficient, safe and least-cost public 
utility service, in compliance with Section 7-204(b)(1).  (Pet. Ex. 1.0 at 5; Staff Ex. 1.0 at 
6-7).  The Commission agrees with Staff that there is no reason to find that the 
proposed acquisition would diminish the ability of Petitioner to serve its customers. 

 
The Commission also accepts Staff’s conclusion that nothing in the record 

indicates that the proposed transaction would result in the unjustified subsidization of 
non-utility activities by Petitioner or its customers, thereby violating Section 7-204(b)(2). 
The Commission further agrees with Staff that the record shows that costs and facilities 
will be fairly allocated between utility and non-utility purposes, as required by Section 7-
204(b)(3).  (Staff Ex. 4.0 at 4). 

 
The Commission agrees with Staff’s conclusion that the proposed reorganization 

will not violate Section 7-204(b)(4).  Staff’s analysis revealed that, even with the total 
cost of the proposed purchase funded entirely with debt, Petitioner will remain on a 
sound financial basis that should afford it access to capital on reasonable terms.  (Staff 
Ex. 3.0 at 2-3).  

 
The Commission also agrees with Staff that Petitioner will remain subject to all 

applicable laws, rules, regulations, decisions and policies governing regulation of public 
utilities, as required by Section 7-204(b)(5), and that the proposed acquisition is not 
likely to have a significant adverse effect on competition in markets over which the 
Commission has jurisdiction, in accordance with Section 7-204(b)(6).  (Id. at 7-8). 

 
The Commission found above that Petitioner will not violate Section 8-406(3) by 

proposing higher rates, and it finds no violation of Section 7-204(b)(7) for the same 
reasons.    

 
The Commission also finds that Petitioner has satisfied the reorganization 

requirements of Section 7-204A.  The Commission finds that the Verified Petition and 
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Petitioner Exhibits 1.0 and 2.0 describe the reorganization in sufficient detail and that all 
of the necessary filings have been made.  The Verified Petition also lists all of the 
assets involved in the transaction.  (Ver. Pet. at 3, ¶12).  Petitioner Exs. 1.3 and 2.0 
explain the costs and fees involved and a copy of the APA is attached to the Verified 
Petition as Exhibit C.  Staff provided an analysis of Petitioner’s capital requirements 
(Staff Ex. 3.0 at 2-3) and Staff further stated that it had no concerns regarding allocation 
of costs and facilities.  (Staff Ex. 4.0 at 4).  

 
As an experienced water utility in Illinois, Petitioner has demonstrated that it has 

the technical, financial, and managerial ability to operate and maintain the MSWC 
System.  Petitioner has also shown that its ownership, operation, and maintenance of 
the MSWC System is the least-cost means of providing water service to MSWC 
customers.   (Staff Ex. 1.0 at 6-7).   

 
Furthermore, Petitioner has demonstrated that it is capable of efficiently 

managing and supervising the activities necessary to provide water service to the Area.  
It has demonstrated that customers within the Area are likely to benefit from having an 
experienced water system operator manage and operate the System.  The Commission 
finds that Petitioner is in compliance with Section 8-406 of the Act. 

In the context of these findings, and consistent with Petitioner’s and the Trustee’s 
joint request, which are supported by Staff, the Commission finds that, effective as of 
the closing date of the acquisition, MSWC shall permanently abandon, and be deemed 
to have permanently abandoned, all water service.  The Commission finds that 
abandonment of service by MSWC does not violate Section 8-508 of the Act.   

 
With regard to Petitioner’s request for approval of proposed rates and tariffs, the 

Commission agrees with Staff and Petitioner’s recommendation to consolidate the 
MSWC System into Petitioner’s Consolidated Water Division.  (Pet. Ex. 1.0 at 17). 

 
The Commission approves Petitioner’s proposal to adopt its existing 

miscellaneous charges, return check charges, late payment fees, state add-on taxes, 
and other fees for the MSWC Area.  The Commission further finds it to be reasonable 
that Petitioner apply its Qualifying Infrastructure Plant Surcharge Rider to all water 
service in the Area, and to also apply its current depreciation rates in effect for 
Petitioner’s Consolidated Water Division.  The Commission also approves the proposed 
accounting entries applicable to the Area. 

 
The Commission finds that Petitioner has presented substantial and compelling 

evidence to support its request for a Certificate of Public Convenience and Necessity 
pursuant to Section 8-406 of the Act.  The record shows that there is an imminent need 
to provide adequate, reliable, and efficient service to the customers within the Area 
served by MSWC, that Petitioner is capable of fulfilling that need, and that issuing the 
certificate will promote the public convenience and necessity.  The Commission 
concludes that Petitioner has met all of the provisions of Sections 7-102, 7-204, 7-204A, 
8-406 and 8-508 of the Act, and the Verified Petition should be granted. 
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V. FINDINGS AND ORDERINGS PARAGRAPH 

 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 public utility water service in certain areas of 
Kankakee, Vermilion, Champaign, Cook, Will, Boone, Knox, Kane, Ogle, 
Winnebago, and Lake Counties in the State of Illinois, and is a public utility 
within the meaning of the Section 3-105 of the 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) Petitioner has met the requirements of Sections 7-102, 7-204, 7-204A, 8-
406, and 8-508 of the Public Utilities Act;  

(5) the proposed certificated service areas, as depicted and legally described 
on Ex. A attached to the Verified Petition and in Petitioner Ex. 1.1, should 
be approved; 

 
(6) the Asset Purchase Agreement contained in Petitioner Exhibit 1.4 should 

be approved; 
 
(7) Petitioner’s current Rules, Regulations, and Conditions of Service tariffs 

for water service, and the rates most recently approved by the 
Commission now in effect for Petitioner’s Consolidated Water Division, are 
applicable to customers in the McHenry Shores Water Company Area; 

 
(8) the $427,000 purchase price, approved by the bankruptcy court, is 

reasonable and the result of an arm’s length transaction, and should be 
approved as the original cost rate base; 

(9) Petitioner should file its revised Rates, Rules, Regulations, and Conditions 
of Service tariffs for water service that incorporate the Area within fifteen 
(15) days prior to the closing of the acquisition, with an effective date of 
not less than five (5) working days after the date of such filing, for service 
rendered on and after the closing date, with individual tariff sheets to be 
corrected within that time period, if necessary, and at that time, the 
McHenry Shores Water Company’s tariffs should be cancelled; 

(10) in its revised tariff filing, Petitioner should change references from 
“McHenry Shores Water Company within the City of McHenry in McHenry 
County, Illinois” to “McHenry Shores Subdivision within the City of 
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McHenry in Nunda Township, McHenry County, Illinois,” on: ILL.C.C. No. 
49, Title Sheet; ILL. C. C. No. 49, Section No. 1, Sheet No. 1; ILL. C. C. 
No. 49, Section No. 2, Sheet No. 1; and ILL. C. C. No. 49, Section No. 2, 
Information Sheet.  Petitioner should cancel ILL. C. C. No. 1 for MSWC in 
its entirety.   

 
(11) Petitioner should file a report with the Chief Clerk of the Commission, 

bearing Docket 13-0595, within seven (7) days after the closing of the 
proposed acquisition, indicating the date on which the closing of the 
transaction occurred; Petitioner should also provide a copy of this filing to 
the Manager of the Commission’s Water Engineering Program; 

 
(12) Petitioner’s accounting entries to record the purchase of the water system 

as reflected in Aqua Ex. 2.1, Schedule 4, should be approved and the 
positive acquisition adjustment resulting from the purchase of McHenry 
Shores Water System should be included in Petitioner’s rate base and the 
amortization of the acquisition adjustment should be amortized above-the-
line in account 406 Amortization of Utility Plant Acquisition Adjustments;  

 
(13) The water depreciation rates of Petitioner’s Consolidated Water Division, 

as identified in Aqua Ex. 2.1, Schedule 5, should be approved; 
 
(14) Petitioner should file with the Commission, within 60 days of the closing 

date, the final accounting entries for the transaction showing 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; if the transaction has not occurred within six months of the final 
Order in this proceeding, Petitioner should 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;  

 
(15) Consistent with Section 8-508 of the Act, upon entry of the final Order in 

this proceeding, and effective as of the date of closing of the acquisition, 
McHenry Shores Water Company should permanently abandon and be 
deemed to have  
 

IT IS THEREFORE ORDERED by the Illinois Commerce Commission that Aqua 
Illinois, Inc.’s Petition for a Certificate of Public Convenience and Necessity to construct, 
operate and maintain a water supply and distribution system is granted 
. 
 IT IS FURTHER ORDERED by the Commission that the Certificate of Public 
Convenience and Necessity granted to Aqua Illinois, Inc. pursuant to Section 8-406 of 
the Act shall be as follows: 
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CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
 
IT IS HEREBY CERTIFIED that the public convenience and 

necessity requires the construction, operation, and maintenance of a 
water supply and distribution system for the provision of public utility water 
service by Aqua Illinois, Inc. in the McHenry Shores Water Company Area, 
as depicted and legally described on Exhibit A attached to the Petition and 
on Aqua Illinois, Inc. Exhibit 1.1. 

 
IT IS FURTHER ORDERED that the proposed certificated service areas, as 

depicted and legally described on Exhibit A attached to the Petition and on Aqua 
Illinois, Inc. Ex 1.1, are approved; 

 
IT IS FURTHER ORDERED that the Asset Purchase Agreement contained in 

Petitioner Exhibit 1.4 is approved; 
 
IT IS FURTHER ORDERED that the $427,000 purchase price, as approved by 

the bankruptcy court, is reasonable and the result of an arm’s length transaction, and  is 
therefore approved as the original cost rate base; 

 
IT IS FURTHER ORDERED that Petitioner shall file its revised Rates, Rules, 

Regulations, and Conditions of Service tariffs for water service that incorporate the Area 
within fifteen (15) days prior to the closing of the acquisition, with an effective date of not 
less than five (5) working days after the date of such filing, for service rendered on and 
after the closing date, with individual tariff sheets to be corrected within that time period, 
if necessary, and at that time, the McHenry Shores Water Company’s tariffs shall be 
cancelled; 

 
IT IS FURTHER ORDERED that in its revised tariff filing, Petitioner shall change 

references from “McHenry Shores Water Company within the City of McHenry in 
McHenry County, Illinois” to “McHenry Shores Subdivision within the City of McHenry in 
Nunda Township, McHenry County, Illinois,” on: ILL.C.C. No. 49, Title Sheet; ILL. C. C. 
No. 49, Section No. 1, Sheet No. 1; ILL. C. C. No. 49, Section No. 2, Sheet No. 1; and 
ILL. C. C. No. 49, Section No. 2, Information Sheet.  Petitioner shall cancel ILL. C. C. 
No. 1 for MSWC in its entirety.   

IT IS FURTHER ORDERED that Petitioner shall file a report with the Chief Clerk 
of the Commission, bearing Docket 13-0595, within seven (7) days after the closing of 
the proposed acquisition, indicating the date on which the closing of the transaction 
occurred; Petitioner shall also provide a copy of this filing to the Manager of the 
Commission’s Water Engineering Program; 

IT IS FURTHER ORDERED that Petitioner’s accounting entries to record the 
purchase of the water system as reflected in Aqua Ex. 2.1, Schedule 4, are approved 
and the positive acquisition adjustment resulting from the purchase of McHenry Shores 
Water System shall be included in Petitioner’s rate base and the amortization of the 
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acquisition adjustment will be amortized above-the-line in account 406 Amortization of 
Utility Plant Acquisition Adjustments; 

IT IS FURTHER ORDERED that the water depreciation rates of Petitioner’s 
Consolidated Water Division, as identified in Aqua Ex. 2.1, Schedule 5, are approved; 

IT IS FURTHER ORDERED that Petitioner shall file with the Commission, within 
60 days of the closing date, the final accounting entries for the transaction showing 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; if the 
transaction has not occurred within six months of the final Order in this proceeding, 
Petitioner 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; and 

IT IS FURTHER ORDERED that, consistent with Section 8-508 of the Act, upon 
entry of the final Order in this proceeding, and effective as of the date of closing of the 
acquisition, McHenry Shores Water Company shall permanently abandon and be 
deemed to have permanently abandoned all water service, and its Certificates shall be 
cancelled.  

 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 2nd day of April, 2014. 
 
 
 
 
       (SIGNED) DOUGLAS P. SCOTT 

         Chairman 
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