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STATE OF ILLINOIS 
ILLINOIS COMMERCE COMMISSION 

 
In the Matter of the Application of   ) 
Illinois-American Water Company   ) 
for the Issuance of a Certificate of Public  )  
Convenience and Necessity to Provide  ) 
Water Service to Areas in the Illinois   )  Case No. 14-0105 
Counties of Hardin, Gallatin, Pope, and  ) 
Saline and for the Approval of the Purchase ) 
of Certain Assets of Hardin County Water ) 
Company, in Accordance with Section  ) 
8-406 of the Illinois Public Utilities Act.  )  
 
 

DRAFT ORDER 
 

By the Commission: 
Procedural History 

 
On February 3, 2014, Illinois-American Water Company ("Illinois-American," 

“IAWC” or the "Company") filed an Application for Certificate of Public Convenience and 
Necessity and Approval of Asset Purchase Agreement of Certain Assets of Hardin 
County Water Company, with the Illinois Commerce Commission ("Commission"). IAWC 
seeks a certificate of public convenience and necessity (“Certificate”) to provide water 
service to certain areas of Hardin, Gallatin, Pope and Saline Counties, Illinois (“Hardin 
Service Area”) pursuant to Section 8-406 of the Illinois Public Utilities Act (220 ILCS 5/1-
101 et seq.) (the “Act”). In addition, IAWC seeks approval of accounting entries to record 
the transaction, approval of rates and regulations for providing water service in the 
Hardin Service Area, and approval of an Asset Purchase Agreement (“APA”) for the 
purchase of substantially all of the water system assets of Hardin County Water 
Company (“Hardin”).  

 
Pursuant to due notice, a prehearing conference was held before a duly 

authorized Administrative Law Judge of the Commission at its offices in Springfield, 
Illinois on March 4, 2014. On May 7, 2014, the Commission entered an Interim Order 
approving the three engagement agreements with the appraisers for the purposes 
contemplated in Section 9-210.5 of the Act. Thereafter, hearings were held on June 
25, 2014 and August 12, 2014. IAWC was represented by counsel and presented 
the testimony of Brian W. LaGrand, Treasury Analyst IV for American Water Works 
Service Company, Inc., and Jeffrey T. Kaiser, Director of Engineering for Illinois-
American. Staff was represented by counsel and presented the testimony of Dianna 
Hathhorn of the Accounting Department and Janis Freetly of the Finance Department, 
both of whom are of the Commission’s Financial Analysis Division, and Jonathan M. 
Sperry of the Water Engineering Program of the Commission’s Safety and Reliability 
Division. No petitions to intervene were filed. Following the hearing on August 12, 

 



  14-0105 

2 

2014, the Administrative Law Judge granted Staff’s Motion to Admit into the Evidentiary 
Record and the Company’s Motion for Admission of Late-Filed Exhibit. By Order dated 
August 12, 2014, the record was marked "Heard and Taken." On August 29, 2014, the 
Company filed a draft order. 
 
 

Applicable Statutory Authority 
 

Illinois-American states that it seeks authority to purchase substantially all of the 
water distribution assets from Hardin and to provide water service to the customers 
of Hardin under Section 8-406(b) of the Act, which reads as follows: 
 

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; (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. 

 
 Furthermore, Illinois-American states that it requests the Commission to use the 
procedures set forth under Section 9-210.5 of the Act to establish the ratemaking rate 
base of Hardin in connection with the acquisition of Hardin.  
 

Background 
 

Illinois-American is a corporation organized under the laws of the State of Illinois 
with its principal office in the City of Belleville, Illinois. The Company is engaged in the 
business of furnishing water and wastewater service to the public in numerous 
communities in various areas of Illinois, and is a public utility within the meaning of 
Section 3-105 of the Act. 

 
Hardin is a not-for-profit Illinois corporation whose business address is in Hardin 

County, Illinois. Hardin currently owns and operates a potable water distribution system 
(“Water System”) used to provide water service to approximately 513 customers in 
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Hardin, Gallatin, Pope and Saline Counties. (IAWC Ex. 1.00 at 7) IAWC states that 
Hardin is not an "affiliated interest" of Illinois-American, as defined in Section 7-101 of 
the Public Utilities Act. 

 
Terms of and Reasons for Proposed Transaction 

 
Illinois-American and Hardin have entered into an Asset Purchase Agreement 

(hereafter the "Asset Purchase Agreement"), dated January 17, 2014 and attached to 
the application as Exhibit A, Parts 1 through 7, pursuant to which Illinois-American 
would acquire Hardin's Water System. The purchase price would be the fair market 
value of the Water System as determined pursuant to the appraisal process set forth 
in Section 9-210.5 of the Act. A list of water system assets being acquired, by account, 
is contained in IAWC Exhibit 2.03. 

 
Illinois-American states that the proposed asset purchase is necessary to 

provide adequate, reliable, and efficient service to the customers in the area. 
Specifically, Illinois-American asserts that the asset purchase is needed because, 
based upon operational and other issues, Hardin wants to cease owning and 
operating its water system. 

 
Illinois-American indicates that Hardin is approximately two hours from IAWC’s 

Interurban District. Hardin is currently a wholesale water customer of Saline Valley 
Conservancy District (“Saline”). (IAWC Exhibit 1.00 at 4). 
 

Illinois-American also claims the Asset Purchase Agreement is the least-cost 
means of satisfying the service needs of Hardin's customers, and that IAWC has 
significant experience in efficiently operating water systems and is the nearest water 
provider ready, willing and able to purchase the assets from Hardin. 

 
Proposed Operation of Hardin System 

 
In his testimony, IAWC witness Mr. Kaiser stated that Hardin would continue to 

be a wholesale customer of Saline, and therefore Hardin’s source of supply will not 
change after the acquisition. (IAWC Exhibit 1.00 at 4)  

 
The total acreage requested to be certificated to the Company in this 

proceeding is approximately 60,160 acres, consisting primarily of the current water 
distribution service territory of Hardin. (IAWC Exhibit 1.00 at 7) According to Mr. 
Sperry, the legal description provided by the Company includes approximately 63 
square miles in Hardin County, approximately 20 square miles in the southwest 
portion of Gallatin County, 10 square miles in the northeast portion of Pope County, 
and one square mile in the southeast portion of Saline County. (ICC Staff Testimony 
Exhibit 1.0 at 9) Mr. Sperry stated that the proposed certificated service area includes 
certain areas outside Hardin’s existing water distribution system in order to simplify the 
legal descriptions and reduce the need for future Certificate filings as additional 
customers may request service. (Id.) This area for which certification is sought is 
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described in the third ordering paragraph below. According to Mr. Kaiser, no new 
construction of facilities is planned after the acquisition. (IAWC Exhibit 1.00 at 7) 

 
Mr. Kaiser stated that the Hardin system is approximately two hours from the 

IAWC Interurban District. (IAWC Exhibit 1.00 at 8) From this district, IAWC will monitor 
and manage the Hardin system. (Id.). Hardin system tanks and pump stations will be 
monitored by the full-time staff at IAWC’s East St. Louis water treatment plant 
operations center. Meter reading will be completed by staff from the Interurban District 
on a monthly basis, and periodic maintenance and repairs will be addressed through a 
combination of local contractors and IAWC staff traveling from the Interurban District. 
(Id. at 4, 8) According to Mr. Kaiser, the operators of the Hardin system have 
determined that they are no longer willing or able to operate and manage the water 
system. Hardin currently provides water service to a relatively small number of 
customers in a very sparsely populated area. The operators perform all of the duties, 
including repairs, maintenance, meter reading, and billing. These individuals are 
seeking to retire – the primary operator is 79 years old – and their ability to provide 
emergency repairs, timely connections for new customers, and turn-on/turn-off calls is 
limited due to their age and lack of full-time water staff. As a result, they have 
determined that a sale of the assets to IAWC would provide the best long-term service 
to their customers. IAWC is a water provider with significant experience and capability 
and IAWC is willing to purchase the assets and begin operating the service upon 
approval from the Commission. (Id. at 9) The Hardin operators have indicated that 
they have spoken to Saline about purchasing the system, but Saline was unwilling to 
negotiate an agreement, and that no other providers in the area are willing or able to 
purchase the system. (Id.) After the asset purchase, IAWC will be able to expeditiously 
respond to any water system emergency, provide regular-hour and off-hour turn-
on/turn-off services for the convenience of customers, and professionally monitor the 
water system 24 hours a day, 7 days a week from its East St. Louis water treatment 
plant operations center. (IAWC Exhibit 1.00 at 8) 

 
Staff witness Mr. Sperry testified that the proposed acquisition is necessary to 

provide adequate, reliable, efficient and safe water service to customers in the 
proposed certificated area. (ICC Staff Exhibit 1.0 at 7). He said that by entering into 
the Asset Purchase Agreement, Hardin has demonstrated that it no longer has the 
interest to provide water service, and IAWC has demonstrated a willingness to provide 
that service. (Id.) 

 
In Mr. Sperry’s opinion, Illinois-American has the necessary technical ability, 

managerial ability and operating expertise to efficiently manage, supervise, operate 
and maintain the Hardin water system that serves the proposed certificated service 
area, and to provide a public water supply to Hardin. (ICC Staff Exhibit 1.0 at 8) He 
stated that the Company is the largest water and wastewater utility in Illinois and 
currently provides service to approximately 308,000 customers, and has extensive 
experience and capability in acquiring, managing, supervising, and efficiently 
operating water systems. (Id.) In addition, IAWC is the only ICC-regulated utility that 
provides service in southern Illinois. (ICC Staff Exhibit 1.0 at 6) Mr. Sperry said that 
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the Company has consistently demonstrated that its water systems in Illinois are well-
operated, efficiently managed and supervised, and that its equipment is well 
maintained, and is capable of efficiently managing and supervising the provision of 
water service. (ICC Staff Exhibit 1.0 at 8) 

 
Mr. Sperry states that Hardin no longer desires to provide water service, and 

that there are no other water suppliers interested in acquiring the Hardin system. (ICC 
Staff Exhibit 1.0 at 7-8) Mr. Sperry testified that Illinois-American’s ownership, 
operation, and maintenance of the water system constitutes the least-cost means of 
providing water service in the proposed certificated area. (Id.) Mr. Sperry testified that 
the certificate for IAWC to provide water service should include the certificated service 
area proposed by IAWC.  

 
Revenues, Rates and Tariff Issues 

 
IAWC, as agreed to by Hardin in the APA, elected to use the procedures of the 

Illinois Small Systems Viability Act, Section 9-210.5 of the Act, in connection with the 
acquisition of Hardin. (IAWC Petition at 2; IAWC Ex. 1.00 at 3, 5; IAWC Ex. 2.00 at 4, 
5) 

 
For establishing rate base, three appraisals of the Hardin water utility were 

performed. The appraised values were as follows: $1.580 million, $1.650 million, and 
$1.815 million. Section 9-210.5(c) of the Act provides that the average of these three 
appraisals shall represent the fair market value of the water utility that is being 
acquired. The average of the three appraisals is $1,681,667. 

 
Section 9-210.5(d) of the Act also provides: “The amount of the appraiser's fees 

to be included in the transaction and closing costs shall not exceed the greater of 
$15,000 or 5% of the appraised value of the water or sewer utility being acquired.” In 
this case, 5% of the appraised value of the Hardin Water System is $84,083 (that is, 
$1,681,667 x .05 = $84,083) Therefore, because the total appraiser costs of $62,900, 
per the contracts approved by the Commission in its Interim Order, were less than 5% 
of the appraised value of the Hardin utility, the $62,900 in appraiser costs are to be 
included in transaction and closing costs. And the “reasonable transaction and closing 
costs incurred by” the Company “shall be treated consistent with the applicable 
accounting standards under this Act.” And the accounting standards under the Act 
include transaction and closing costs in rate base. 

 
According to Section 9-210.5(d) of the Act: 

 
The lesser of (i) the purchase price or (ii) the fair market value determined 
under subsection (c) of this Section shall constitute the rate base associated 
with the water or sewer utility as acquired by and incorporated into the rate 
base of the district designated by the acquiring large public utility under this 
Section, subject to any adjustments that the Commission deems necessary to 
ensure such rate base reflects prudent and useful investments in the provision 
of public utility service.  
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As a result, as proposed by the Company and agreed to by Staff witness Ms. 

Hathhorn (ICC Staff Exhibit 2.0 at 3, 4), the rate base of the Hardin utility will be 
$1,744,567, which comprises the $1,681,667 fair market value and $62,900 appraiser 
costs. 

 
In his direct testimony, IAWC witness Mr. LaGrand also proposed that the 

Hardin Water System be combined into the Company’s Zone 1 District for the 
purposes of rate base. (IAWC Exhibit 2.00 at 5) Section 9-210.5(d) of the Act provides 
that the acquired utility shall be “incorporated into the rate base of the district 
designated by the acquiring large public utility.” Further, Section 9-210.5(f) provides: 

 
The large public utility shall recommend the district or tariff group of which the 
water or sewer utility shall, for ratemaking purposes, become a part after the 
acquisition. The Commission's recommended district or tariff group shall be 
consistent with the large public utility's recommendation, unless such 
recommendation can be shown to be contrary to the public interest.  
 
Staff witness Mr. Sperry testified that he did not object to the Hardin Water 

System being combined into Zone 1 (which includes the Interurban District) for the 
purposes of rate base and revenue requirement. (ICC Staff Exhibit 1.0 at 12) 

 
IAWC witness Mr. LaGrand also proposed that the customers located in the 

Hardin area would continue to pay their current rates after the closing of the 
acquisition. (IAWC Exhibit 2.00 at 3) Hardin customers currently pay a flat fee of $30 
for the first 1,000 gallons of usage per month, and an additional $10 for each 
additional increment of up to 1,000 gallons thereafter. (Id.) The average water bill is 
approximately $70 per month for 5,000 gallons of water use. (Id.; IAWC Exhibit 2.01) If 
IAWC’s Zone 1 rates were applied, the average bill for Hardin customers would be 
about $42.15 per month for 5,000 gallons of water use. (ICC Staff Exhibit 1.0 at 12) 

 
Staff witness Mr. Sperry testified that he objected to IAWC’s proposed water 

rates. (ICC Staff Exhibit 1.0 at 11). He stated that he understood that Section 9-
210.5(g) of the Act specifies that “from the date of acquisition until the date that new 
rates are effective in the acquiring large public utility’s next rate case, the customers of 
the acquired water or sewer utility shall pay the then-existing rates of the district or 
tariff group ordered by the Commission.” Because IAWC proposed that Hardin be 
combined into Zone 1 for the purposes of rate base and revenue requirement, Mr. 
Sperry believes that Zone 1 rates should also apply to IAWC’s new Hardin customers. 
(ICC Staff Exhibit 1.0 at 11-12). 

 
IAWC responded that Section 9-210.5(f) of the Public Utilities Act provides:  

“The large public utility shall recommend the district or tariff group of which the water 
or sewer utility shall, for ratemaking purposes, become a part after the acquisition. The 
Commission's recommended district or tariff group shall be consistent with the large 
public utility's recommendation, unless such recommendation can be shown to be 
contrary to the public interest.” As IAWC witness Mr. LaGrand responded, for the 
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purpose of customer rates, IAWC was recommending that the Hardin customers go 
into their own tariff group, which would be their current rates. (IAWC Exhibit 5.0, 
Response to ICC Staff Data Request JMS 1.05) This would not be against the public 
interest, in that there would be no change in the rates Hardin customers are currently 
paying. (Id.) For the purpose of rate base and revenue requirement, however, IAWC 
was recommending that Hardin be incorporated into IAWC’s Zone 1 district. IAWC 
witness LaGrand believed that the Act permitted IAWC to recommend that Hardin 
customers remain on their current rates in their own tariff group, while moving them 
into Zone 1 for rate base and other purposes. (Id.) 

 
Without waiving the issue, but in order to avoid litigation for the purpose of 

proceeding with the closing of the acquisition, IAWC stated it would not oppose ICC 
Staff’s recommendation in this case that Hardin customers be charged Zone 1 rates. 
ICC Staff agreed that IAWC in a future case may argue its view of the law regarding 
application of rates which is not the same as Staff’s. 

 
 Mr. Sperry recommended that if the Commission approves IAWC’s request for a 
certificate of public convenience and necessity, the Commission should find that the 
Company’s water rates for Hardin should conform to the tariffs for water service in 
IAWC’s Zone 1.  
 

On the issue of unaccounted-for water, ICC Staff witness Mr. Sperry noted that 
the maximum level of unaccounted-for water in all of IAWC’s service areas outside of 
the Chicago-Metro Division is 15%. (ICC Staff Exhibit 1.0 at 14) He recommended that 
IAWC set the maximum level of unaccounted-for water for the Hardin water system at 
15%, to which IAWC did not object. (Id.) 
 
 Regarding service tariffs, IAWC proposed to serve the customers in Hardin 
under IAWC’s current Rules, Regulations, and Conditions of Service tariffs for water 
service applicable to IAWC’s Interurban District (ILL. C. C. No. 23) as now in effect 
and on file with the Commission. (IAWC Ex. 1.00 at 6, IAWC Ex. 2.00 at 3) 
 
 ICC Staff witness Mr. Sperry agreed with IAWC’s recommendation. He stated 
that these tariffs are up-to-date and will not require substantive changes as a result of 
the proposed transaction. (ICC Staff Exhibit 1.0 at 10-11) IAWC agrees to file a 
revised title sheet to reflect the inclusion of Hardin in the Company’s service territory. 
(IAWC Ex. 2.00 at 3)  Mr. Sperry recommended that IAWC file revised tariffs for water 
service that: (1) include the proposed certificated service area for water service on ILL. 
C. C. No. 23, Title Sheet; (2) include the proposed certificated service area for water 
service on ILL. C. C. No. 24, Section No. 1, Title Page; and (3) add an entry to ILL. C. 
C. No. 24, Section No. 1, Sheet No. 16, that includes the maximum level of 
unaccounted-for water for the proposed certificated service area.  (ICC Staff Exhibit 
1.0 at 10-11, 13-14) 
 

In addition, Mr. Sperry testified that IAWC should file the necessary revised tariff 
sheets incorporating the Hardin service territory, within fifteen (15) days prior to the 
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closing of the acquisition, with an effective date of the date of closing which shall not 
be less than five (5) 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.  (ICC Staff Exhibit 1.0 at 17) 

 
Financial Criteria 

 
As indicted above, one of the required findings under Section 8-406, before a 

certificate may be issued, is that “the utility is capable of financing the proposed 
construction without significant adverse financial consequences for the utility or its 
customers.” 220 ILCS 5/8-406(b). Mr. LaGrand testified that Illinois-American has 
access to all of the necessary funds to support its purchase of the assets through its 
parent company, American Water Works Company, Inc. (“American”). He says Illinois-
American will finance the acquisition initially with internally generated funds and/or 
short-term debt. Mr. LaGrand added that to the extent short-term debt is required, 
permanent financing would, ultimately, be provided through a combination of long-
term debt and equity capital. (IAWC Exhibit 2.00 at 4) 

 
Staff witness Ms. Freetly stated that IAWC's 2013 FORM 21 ILCC reports net 

utility plant at December 31, 2013 of $1,006,876,721 and its total utility operating 
revenues for the twelve months ended December 31, 2013 was $255,182,594. She 
stated the total estimated cost of the entire project is 0.17 % of IAWC’s net utility plant 
and 0.68% of the Company’s total operating revenue. (ICC Staff Exhibit 3.0 at 3) 

 
Illinois-American has access to all of the necessary funds to support its 

purchase of these assets though its parent company, American.  In order to meet 
short-term liquidity needs, American issues commercial paper through its financing 
subsidiary, American Water Capital Corp. (“AWCC”), which is supported by a 
revolving credit facility.  As of March 31, 2014, American had $1.2 billion available for 
borrowing under its $1.25 billion unsecured revolving credit facility, which expires in 
October 2018. Additionally, American had of $30 million in cash and cash equivalents 
as of March 31, 2014. (Id. at 3) 

 
Ms. Freetly’s testimony also provided the current credit ratings of American and 

AWCC.  Moody’s Investors Service assigned American and AWCC issuer debt ratings 
of Baa1 and assigned AWCC a commercial paper rating of P2.  Standard & Poor’s 
assigned American and AWCC corporate credit ratings of A- with a Positive outlook 
and a commercial paper rating of A-2.  Further, Standard & Poor’s assigned Illinois-
American a senior secured rating of A with a Stable outlook. These ratings indicate 
that the Companies have the ability to meet their financial commitments. (Id. at 3-4) 

 
As a result, she believed the proposed transaction meets the requirements of 

Section 8-406(b)(3) of the Act in that IAWC is capable of financing the proposed asset 
purchase without significant adverse financial consequences for the utility or its 
customers. (Id. at 2) 

 
Proposed Accounting Treatment and Related Issues 

 



  14-0105 

9 

 
Mr. LaGrand testified regarding proposed accounting entries to record the 

acquisition of the Hardin water system assets in IAWC Exhibit 2.03. As noted above, 
the purchase price being paid by IAWC is $1,681,667, and the transactional costs for 
appraisal fees are $62,900. Mr. LaGrand proposed to initially record the transaction by 
debiting account 104 – Utility Plant Purchased or Sold and crediting cash for 
$1,744,567. (IAWC Exhibit 2.00 at 6) The original cost of the assets would then be 
recorded in Utility Plant in Account 301, 303, 311, 330, 331, 334, 335 and 339, offset 
by Accumulated Reserve in Account 108, and Account 104 would be credited to 
complete the transfer to the Utility Plant accounts. (Id.) 

 
Staff witness Ms. Hathhorn proposed changes to the Company’s journal 

entries. (ICC Staff Exhibit 2.0 at 3) She stated that since the transactional costs to be 
recorded in Account 301 Organization are an intangible asset, she recommended the 
above-the-line Account 407.3 Amortization of Other Utility Plant, rather than Account 
403, Depreciation Expense, be used to record annual amortization expense. (ICC 
Staff Exhibit 2.0 at 3; ICC Staff Exhibit 2.01, lines 15 and 16.) Ms. Hathhorn further 
testified that the Company agreed to this change in response to an ICC Staff data 
request, and recommended that the Commission approve the accounting of the 
purchase as reflected on ICC Staff Exhibit 2.01 and attach the approved journal 
entries to the Final Order as an appendix in this proceeding. (ICC Staff Exhibit 2.0 at 
3)  

 
 
 
Ms. Hathhorn further recommended that the Order in this docket include the 

following language: 
 

IAWC’s accounting entries to record the purchase of the water system as 
reflected herein on Appendix A are approved, and the transaction costs resulting 
from the purchase of the Hardin County Water System will be included in 
IAWC’s rate base as organization costs, and the amortization of the organization 
costs will be amortized above-the-line in Account 407.3 Amortization of Other 
Utility Plant. 
 

Ms. Hathhorn also recommended that IAWC be directed to notify the Commission 
when the transaction is complete, and to file with the Commission 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 within 60 days of the transaction date. In addition, 
she stated that, if the transaction has not occurred within six months of the Final Order 
in this proceeding, 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. (ICC Staff Ex. 2.0 at 4-5) 

 
Other Issues 
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IAWC witness Mr. Kaiser testified that the Company has entered into an 

Agricultural Impact Mitigation Agreement with the Illinois Department of Agriculture. 
Mr. Kaiser stated that the Company would comply with that agreement as part of this 
transaction. (IAWC Exhibit 1.00 at 7) 

 
Commission Conclusions 

 
As indicated above, IAWC seeks authorization to purchase substantially all of 

the water system assets of Hardin pursuant to an Asset Purchase Agreement. IAWC 
also seeks a certificate of public convenience and necessity to provide water service 
to areas in Hardin, Gallatin, Pope and Saline Counties, Illinois, and to charge the rates 
described above. IAWC also requests the Commission to use the procedures set forth 
under Section 9-210.5 of the Act to establish the ratemaking rate base of Hardin in 
connection with the acquisition of Hardin. IAWC also seeks approval of proposed 
accounting treatment to record the transaction. 

 
The Commission has reviewed the record of this proceeding and finds that the 

proposed acquisition fulfills the requirements of Section 8-406(b) of the Act. The 
Commission concludes that that the purchase of the assets and operating rights of  
Hardin by Illinois-American is necessary to provide adequate, reliable, and efficient 
service to Hardin’s approximately 513 customers and constitutes the least cost means 
of satisfying the service needs of the Hardin customers. The Commission also 
approves the use of the procedures set forth under Section 9-210.5 of the Act to 
establish the ratemaking rate base of Hardin in connection with the acquisition of 
Hardin. 

 
The record shows that Illinois-American is capable of efficiently managing and 

supervising the operation of the Hardin water system. Furthermore, the Commission 
concludes that Illinois-American is capable of financing the proposed transaction 
without significant adverse financial consequences for the Company or its existing 
customers. 

 
As discussed above, Staff recommends that Illinois-American be directed to 

notify the Commission when the acquisition is complete. The Commission believes 
that notification is appropriate. Thus, within seven days after the closing on the 
proposed acquisition, Illinois-American is directed to file a report, bearing the Docket 
No. 14-0105, with the Commission’s Chief Clerk, indicating the date on which the 
closing on the transaction occurred. IAWC shall also provide a copy of this filing to the 
Manager of the Commission’s Water Engineering Program. 

 
In the Commission’s view, the accounting treatment proposed by Staff, and 

ultimately agreed to by IAWC, is appropriate and should be approved. Illinois-
American should be required to submit copies of actual journal entries made to record 
its acquisition of Hardin’s assets. Therefore, Illinois-American is directed to file with the 
Commission’s Chief Clerk, within 60 days of the completion of the transaction, the 
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actual journal entries reflecting plant and accumulated depreciation totals as of the 
date ownership was transferred. A copy of these documents shall also be provided to 
the Manager of the Commission’s Accounting Department. 

 
The Commission also finds that the rules, regulations, and conditions of service 

presently applicable in Illinois-American’s Interurban District should be applicable in 
the area certified in this proceeding. Additionally, the Commission concludes that the 
rates and tariffs presently applicable in Illinois-American’s Interurban District should be 
applicable in the area certified in this proceeding.  

 
Illinois-American is directed to file revised tariff sheets to incorporate Hardin into 

its Interurban District within 15 days prior to the closing of the acquisition with an 
effective date that coincides with the closing date for the transfer of assets and allows 
five business days for Staff review. The new tariff sheets are to be applicable for 
service rendered on and after their effective date. 

 
Subject to these conditions, and other determinations contained herein, the 

Commission approves the Asset Purchase Agreement, identified as Exhibit A to the 
Petition in this proceeding, and authorizes Illinois-American to consummate the 
proposed acquisition. Also subject to these conditions, and other determinations 
contained herein, the Commission finds that a Certificate of Public Convenience and 
Necessity should be granted to Illinois-American to provide water service to the 
customers of Hardin. 

 
Findings and Ordering Paragraphs 

 

 
The Commission, having considered the entire record herein, is of the opinion 

and finds that: 
 

(1)  Illinois-American is a public utility engaged in the business of furnishing 
water and wastewater utility service to the public in portions to the State of 
Illinois and is a public utility within the meaning of Section 3-105 of the Act;  

 
(2) the Commission has jurisdiction over the parties hereto and the subject 

matter hereof;  
 

(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) Illinois-American has demonstrated that there is a need to provide 

adequate, reliable, and efficient water service to customers within the 
proposed certificated service area and that its acquisition of the Hardin 
Water System is the least-cost means of providing such service, therefore 
it has met the requirements of Section 8-406(b)(1) of the Public Utilities 
Act;  
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(5)  Illinois-American is capable of efficiently managing and supervising the 
activities necessary to provide water service to the proposed certificated 
service area and therefore has met the requirements of Section 8-
406(b)(2) of the Public Utilities Act;  

 
(6)  Illinois-American is capable of financing the proposed acquisition of the 

Hardin System without significant adverse financial consequences for 
itself or its customers and therefore has met the requirements of Section 
8-406(b)(3) of the Public Utilities Act;  

 
(7) the procedures set forth under Section 9-210.5 of the Act are being used 

to establish the ratemaking rate base of Hardin in connection with the 
acquisition of Hardin;  

 
(8) the Asset Purchase Agreement between IAWC and Hardin should be 

approved, subject to the conditions set forth herein;  
 
(9) Illinois-American’s current Rules, Regulations, and Conditions of Service 

tariffs for water service should be applicable to customers in the proposed 
certificated service area;  

 
(10) Illinois-American’s current Interurban District Rates tariffs for water 

service should be applicable to customers in the proposed certificated 
service area;  

 
(11)  The proposed certificated service area should be approved, as depicted 

in IAWC Exhibit 1.01; and legally described in IAWC Exhibit 1.02;  
 
(12) Illinois-American’s current Zone 1 water depreciation rates should be 

approved for the Hardin Water System; 
 
(13) As conditions of the approvals granted herein, IAWC shall comply with all 

determinations contained above; 
 
(XX) IAWC’s accounting entries to record the purchase of the water system as 

reflected herein on Appendix A are approved, and the transaction costs 
resulting from the purchase of the Hardin County Water System will be 
included in IAWC’s rate base as organization costs, and the amortization 
of the organization costs will be amortized above-the-line in Account 
407.3 Amortization of Other Utility Plant. 

 
(xx) Illinois American Water Company should file, under this docket number with 

the Chief Clerk, the final accounting entries, consistent with Appendix A, 
for the Proposed Transaction, showing the actual journal entries made to 
record the acquisition of the Hardin County Water System of all involved 
accounts, within 60 days after the closing on the Proposed Transaction, 
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Illinois American Water Company shall also provide a copy of this filing to 
the Manager of the Commission’s Accounting Department; and  

 
(13)  If the Proposed Transaction has not occurred within six months of the 

Final Order in this proceeding, Illinois American Water Company should 
file a status report at six month intervals until the Proposed Transaction is 
consummated and journal entries are filed on the Commission’s e-Docket 
system with a copy to the Manager of the Commission’s Accounting 
Department; 

 
 

IT IS THEREFORE ORDERED by the Illinois Commerce Commission that 
Illinois-American’s petition is hereby granted; subject to the conclusions and findings set 
forth above.  

 
IT IS FURTHER ORDERED by the Commission that the Asset Purchase 

Agreement between IAWC and Hardin is hereby approved, subject to the conditions 
set forth herein. 

 
IT IS FUTHER ORDERED by the Commission that $1,744,567 is determined to 

be the ratemaking rate base of Hardin. 
 
IT IS FURTHER ORDERED by the Commission that Hardin shall be combined 

with IAWC’s Interurban District for ratemaking purposes.  The customers of Hardin 
shall pay the existing rates of IAWC’s Interurban District. 

 
IT IS FURTHER ORDERED that pursuant to Section 8-406 of the Act, IAWC is 

hereby granted a Certificate of Public Convenience and Necessity for the 
construction, operation and maintenance of a public utility water system and in 
connection therewith, the provision of public utility water service in Hardin, Gallatin, 
Pope and Saline Counties, Illinois, as described in the record in Docket No. 14-0105, 
for the area shown on IAWC Exhibit 1.01, and legally described on IAWC Exhibit 1.02.  

 
IT IS FURTHER ORDERED that within 15 days prior to the closing of the 

acquisition, IAWC shall file tariffs that make applicable, to the area certificated herein, 
the rates, rules, regulations and conditions of service found appropriate above, said 
tariffs to reflect an effective date at least five working days after the date of filing; this 
effective date shall coincide with the date of closing of the Asset Purchase Agreement 
and transfer of assets contemplated therein, with individual tariff sheets to be 
corrected within that time period, if necessary. 

 
IT IS FURTHER ORDERED that IAWC is authorized to make the accounting 

journal entries to record the proposed transaction as are found appropriate in the 
determinations made above. 

 
IT IS FURTHER ORDERED that Illinois-American is directed to file with the 

Chief Clerk of the Commission, within 60 days of the completion of the transaction, the 
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actual journal entries made to record the acquisition of Hardin’s water system assets 
pursuant to Asset Purchase Agreement; a copy of this filling shall also be provided to 
the Manager of the Commission’s Accounting Department. 

 
IT IS FURTHER ORDERED that within seven days after the closing on the 

proposed acquisition, Illinois-American is directed to file a report, bearing Docket No. 
14-0105, with the Chief Clerk of the Commission, indicating the date on which the 
closing on the transaction occurred; IAWC shall also provide a copy of this filing to the 
Manager of the Commission’s Water Engineering Program. 

 
IT IS FUTHER ORDERED that Illinois-American is directed to comply with 

Section 9-210.5(h) and (i) of the Act when filing its next rate case; and comply with 
Section 9-210.5(m) of the Act if IAWC hires a contractor or subcontractor to perform 
work on the Hardin Water System. 
 

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

 
By order of the Commission this ______ day of __________, 2014. 

 
 

(SIGNED) DOUG SCOTT 

Chairman 

 


