
 

 

STATE OF ILLINOIS 
 

ILLINOIS COMMISSION COMMERCE 
 
 
Utilities, Inc.      : 
Wildwood Water Service Company  : 
Wildwood Utility Company   : 
       : 
Application for: (1) authorization to carry  : 
out the terms of a Purchase Agreement  : 
between Utilities, Inc. and Wildwood   : 
Utility Co. providing for the acquisition  : 
by the former of all of the assets of the  : 
latter; (2) cancellation of the Certificate  : 
of Public Convenience and Necessity   : 
currently held by Wildwood Utility Co. and  : 
authorization for it to abandon its public  : 
utility business; (3) issuance to Wildwood  : 
Water Service Company of a Certificate of  : 01-0178 
Public Convenience and Necessity for the  : 
properties and assets to be transferred to  : 
it under the Purchase Agreement and   : 
the service area currently served by   : 
Wildwood Utility Co.; (4) authorization for  : 
Wildwood Water Service Company to adopt : 
for the service area presently served by  : 
Wildwood Utility Co., the rates, rules and  : 
regulations presently applicable in that  : 
area; (5) authorization for Wildwood Water  : 
Service Company to enter into a service  : 
contract with Water Service Corp., a   : 
subsidiary of Utilities, Inc., for the furnishing : 
of certain administrative, engineering,   : 
operating, accounting, legal, construction,  : 
billing, and customer relations services by  : 
Water Service Corp.    : 
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ORDER 

 
 
By the Commission: 
 
I. Procedural History 
 
 On February 20, 2001, Utilities, Inc. (“UI”), Wildwood Utility Company (“WUC”) and 
Wildwood Water Service Company (“WWSC”) (“Petitioners”) filed a Joint Petition with the 
Illinois Commerce Commission (“Commission”) pursuant to Section 8-406 of the Public 
Utilities Act (the “Act”) (220 ILCS 5/8-406) for: (1) approval of an Asset Purchase 
Agreement (the “Agreement”) pursuant to Section 7-102 of the Act (220 ILCS 5/7-102),  
by which WWSC is to acquire the assets of WUC; (2) cancellation of the Certificate of 
Public Convenience and Necessity (“Certificate”) pursuant to Section 8-508 (220 ILCS 5/8-
508) issued to WUC in Docket 45734, March 18, 1959; (3) issuance of a Certificate to 
WWSC to provide public utility water and sewer service in the WUC service area; (4) 
authorization for WWSC to continue the public utility business of WUC in a substantially 
unchanged manner; (5) authorization for entry by WWSC into a service contract with Water 
Service Corp. (“WSC”), pursuant to Section 7-101 of the Act (220 ILCS 5/7-101). 
  
 Pursuant to notice as required by law and the rules and regulations of the 
Commission, this matter was set for hearing before a duly authorized Hearing Examiner of 
the Commission at its offices in Chicago, Illinois on May 17, 2001.  The Petitioners 
appeared through counsel and presented the testimony of Erin L. Nicholas, UI’s Regulatory 
Analyst, in support of the Joint Petition.  Commission Staff (“Staff”) appeared through 
counsel and presented the testimony of Thomas Griffin, William R. Johnson and Sheena 
Kight, all of its Financial Analysis Division.  At the conclusion of the hearing on May 17, 
2001, the record was marked “Heard and Taken”. 
 
 This matter was reopened at the Commission’s direction on September 19, 2001, to 
obtain additional testimony and other evidence to clarify references to cost savings and 
additional prudent expenses.  Petitioner presented the testimony of Stephen Lubertozzi, 
Director of Regulatory Accounting.  Staff presented the additional testimony of Thomas 
Griffin.  This matter was marked “Heard and Taken” again on December 13, 2001.  
 
II. Background 
 
 WWSC is an Illinois corporation.  UI is an Illinois corporation and as the parent 
company of WWSC, owns all of its issued and outstanding stock.  WUC is also an Illinois 
corporation and is a “public utility” within the meaning of Section 3-105 of the Act (220 ILCS 
5/1-101 et seq.).  WUC currently provides public utility water and sewer service to 
approximately 200 customers in Winnebago County, adjacent to UI’s Great Northern 
Utilities service area from a water and sewer system that is approximately 42 years old. 
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 No officer or director of UI or WWSC owns any stock of WUC or has any interest in 
the proposed transaction within the meaning of Section 7-101.  WWSC and WUC do not 
have any officers or directors in common. 
 
III. Description of the Proposed Reorganization 
 
 Under the terms of the Agreement, WUC will deliver to WWSC all of its right, title 
and interest in and to all of its properties and assets for the purchase price of $123,000, 
increased by the amount of any cash or current accounts receivable transferred by WUC to 
WWSC and decreased by any liabilities assumed by WWSC.  WUC will relinquish its 
public utilities business to WWSC, the surviving corporation, which will continue all 
services provided by WUC, without interruption.  All of the rights, duties and obligations of 
WUC will be vested in and assumed by WWSC.  WWSC therefore requests that the 
Commission approve issuance to it of a Certificate for the area previously served by WUC, 
effective on the date of the acquisition.  The legal description of this area is contained in 
Exhibit A. 
 
 From and after the Closing Date and until such time as changes are approved by 
the Commission, WWSC, as the surviving corporation, will maintain in effect the present 
rates established by the Commission and will abide by the rules, regulations, terms and 
conditions of service to the public provided in the proposed tariffs reviewed and agreed to 
by Staff in this proceeding.  The tariffs will be filed with the Commission within 30 days of 
the Closing Date. 
 
IV. Position of the Parties 
 
 A. Petitioner’s Position 
 
 The execution of the terms of the Purchase Agreement would constitute a 
reorganization as defined under Section 7-204(a).  Section 7-204(b) provides that in 
approving a reorganization, the Commission must find that: 
 

(1) the proposed reorganization will not diminish the utility’s ability to provide 
adequate, reliable, efficient, safe and least-cost public utility service; 

 
(2) the proposed reorganization will not result in the unjustified subsidization of 

non-utility activities by  the utility or its customers; 
 
(3) costs and facilities are fairly and reasonably allocated between utility and 

non-utility activities in such a manner that the Commission may identify those 
costs and facilities which are properly included by the utility for rate-making 
purposes; 
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(4) the proposed reorganization will not significantly impair the utility’s ability to 
raise necessary capital on reasonable terms or to maintain a reasonable 
capital structure; 

 
(5) the utility will remain subject to all applicable laws, regulations, rules, 

decisions and policies governing the regulation of Illinois public utilities; 
 
(6) the proposed reorganization is not likely to have a significant adverse effect 

on competition in those markets over which the Commission has jurisdiction; 
and 

 
(7) the proposed reorganization is not likely to result in any adverse rate impacts 

on retail customers. 
 
 The Petitioners contend that the proposed reorganization meets these seven 
criteria.  Ms. Nicholas testified that WWSC requests that the Commission grant it a 
Certificate to provide water and sewer service to approximately 200 customers in the 
Mulford Wildwood in Winnebago County, and that WUC’s Certificate be canceled.  She 
testified that WWSC will operate the WUC system with the long-term goal of providing high 
quality water and sewer service.  She elaborated that UI currently provides safe, adequate 
and reliable water and sewer service to approximately 235,000 customers in 16 states, 
resulting in significant operational economies of scale.  She asserted that WWSC’s 
customers will benefit from such economies of scale and from the expertise gained from 
WWSC’s affiliation with UI and that the proposed reorganization is, therefore, in the public 
interest. 
 
 Ms. Nicholas further testified that cost savings are projected because of WWSC’s 
affiliation with UI.  UI’s group of companies has national purchasing power for such things 
as insurance, vehicles and meters and UI has access to capital at reasonable rates for 
improvements and expansion.  She testified that cost savings or additional prudent 
expenses would be passed on to ratepayers.  Total projected costs to complete the closing 
and approval process for the Purchase Agreement are estimated at $6,000, which includes 
the costs of incorporating WWSC and the costs of preparing and filing the petition, 
testimony and data requests.  The $6,000 would be coded to organization expenses and 
would be included in rate base.  She added that WWSC does not propose a rate change 
presently. 
 
 Ms. Nicholas testified that WSC is a wholly-owned subsidiary of UI which provides 
certain centralized administrative and operating services to UI’s other subsidiaries, and that 
WSC does not charge a management fee or otherwise profit from these services. She 
added, however, that costs of essential services are typically assigned directly to the 
company that benefits from the service.  Costs which cannot be identified as such are 
allocated among companies based primarily on the number of customers served.  She said 
the addition of WWSC to the UI group of companies served by WSC would result in a 
0.113% allocation to WWSC, and less than a one percent decrease of customer allocation 
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percentages to all other utilities.  She further testified that the service contract would also 
enable WWSC to benefit from WSC’s pool of human resources. 
 
 Ms. Nicholas testified that there would be an estimated acquisition adjustment of 
$76,362, which is the difference between the purchase price, $123,000, and the net book 
value of the plant assets, $46,638.  The adjustment would be recorded as a debit entry as 
follows: 
 
Water Plant      $171,394 
Accumulated Depreciation    $124,756 
Plant Acquisition Adjustment     $76,362 
Cash       $123,000 
 
 Ms. Nicholas testified that amortization of the acquisition adjustment would be 
booked below-the-line at 2% per year as a debit to Amortization of Utility Plant Acquisition 
Adjustment and as a credit to Accumulated Provision for Amortization of Utility Plant 
Acquisition Adjustment.  She further testified that WWSC proposes to provide service 
pursuant to the rates currently in effect in the WUC service area, subject to any changes 
subsequently approved by the Commission.  
 
 B. Staff’s Position 
 
 Mr. Johnson testified that the service agreement with WSC, as required by Section 
7-101(3), is in the public interest for customers in the WUC service area because it would 
provide centralized administrative and operating services, as well as access to a large pool 
of human resources.  He added that it is also in the public interest because smaller utilities 
have water quality problems, inadequate service and/or financial instability, stemming from 
owners’ inability to raise funds needed for capital improvements or large repairs.  Mr. 
Johnson explained that the reorganization provides several advantages: it will provide 
customers in the service area with a higher level of technical expertise and resources to 
meet the changing environmental regulations of the water industry; it will provide long-term 
savings; and it will allow the resulting larger utility easier access to the capital needed to 
make improvements at a lower cost of debt.   
 
 Mr. Johnson agreed with the language of the petition that “the proposed 
reorganization will not diminish the utility’s ability to provide adequate, reliable, efficient, 
safe and least cost public utility service” to its customers, as required by Section 7-
204(b)(1).  He opined that WWSC’s affiliation with WSC and UI would enable it to meet the 
daily challenges of adequacy, reliability, efficiency, and safety. 
 
 Mr. Johnson further opined that WWSC would, after the proposed reorganization, 
achieve the least-cost means of providing service, as required by Section 7-204(b)(1).  He 
cited Ms. Nicholas’ testimony that UI, WWSC’s parent, provides such extensive service that 
it would result in significant economies of scale, from which customers will benefit.  He 
added that UI has national purchasing power for insurance, vehicles and meters, and can 
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access capital at reasonable rates for improvements and expansion.  Mr. Johnson asserted 
that the most cost-efficient method for providing water and sewer service to customers is 
through a large utility.  Mr. Johnson also cited Ms. Nicholas’ testimony, wherein WWSC’s 
agreement with WSC would give it access to a large pool of human resources for 
administration and operating services.  He concluded that WWSC’s affiliation with WSC 
and UI would enable it to provide the least-cost means of water and sewer service. 
 
 Mr. Johnson testified that after the reorganization, WWSC would remain subject to 
the jurisdiction of the Commission and to all applicable laws, regulations, rules, decisions 
and policies governing regulated public utilities, as required by Section 7-204(b)(5).  He 
further testified that, since WWSC plans to operate under the current water rates, rules, 
regulations and conditions of service approved by the Commission, there is not likely to be 
an adverse rate impact on the customers, which conforms to Section 7-204(b)(7).  Mr. 
Johnson believed, however, that customers would experience some future rate increases 
as improvements are made to the water distribution system and that rate increases would 
occur even if ownership had remained with WSC. 
 
 Mr. Johnson testified that cancellation of WUC’s Certificate under Section 8-508 
would create a need for water and sewer service in its service area, thereby necessitating 
issuance of a Certificate for WWSC under Section 8-406.  Mr. Johnson did not oppose the 
reorganization.      
 
 Mr. Griffin testified that the proposed reorganization appears to be in compliance 
with Section 7-204(b)(2), since none of WWSC’s assets are utilized in non-utility activity 
and the proposed reorganization would not result in the unjustified subsidization of non-
utility activities by the utility or its customers.  He recommended that the Commission find 
that Petitioners are in compliance with Section 7-204(b)(3), since costs and facilities are 
fairly and reasonably allocated between utility and non-utility activities in such a manner 
that the Commission may identify those costs and facilities which are properly included for 
ratemaking purposes.  He added that WWSC has allocation procedures that would serve 
as a reasonable means to guard against unjustified subsidization   
 
 Mr. Griffin testified that, in conformity with Section 7-204(b)(7), the proposed 
reorganization would not likely result in an adverse rate impact on retail customers.  He 
explained that cost reductions that would be realized by ratepayers in future rate 
proceedings due to economies of scale would exceed any additional costs to be realized. 
 
 Mr. Griffin stated that Section 7-204(c) prohibits the Commission from approving a 
reorganization before ruling on the allocation of any resulting savings and on whether the 
companies would be allowed to recover costs incurred, the amount of costs eligible, and 
how they are to be allocated.  He agreed that savings projected to result from the present 
reorganization should be passed on to ratepayers in future cases.  However, he disagreed 
with Petitioners’ proposal to charge $6,000 in estimated merger costs to Account 301, 
“Organization Expense”, and include them in rate base.  He explained that the Commission 
has identified merger costs as “transaction costs” in prior dockets and has disallowed 
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recovery.  He said that Accounting Instruction 21 of the Uniform System of Accounts for 
Water Utilities (“USOA”), 83 Ill. Adm. Code 605, requires transaction costs to be charged to 
Account 104, “Utility Plant Purchased or Sold”.  Account 104 is credited and the net book 
value of the plant purchased is recorded in the appropriate plant and depreciation 
accounts.  Any remaining amount is to be debited or credited to Account 114, “Utility Plant 
Acquisition Adjustment”.   
 
 Mr. Griffin explained that in the present case, the $6,000 should be charged to 
Account 104 as part of the purchase price and Account 114 should be debited the same 
amount, with none of the merger costs recoverable from ratepayers in future proceedings.  
He testified that Petitioners expect a debit acquisition adjustment of $76,362, which they 
intend to record in Account 114 and amortize below-the-line to Account 426, 
“Miscellaneous Non-Utility Expenses” over 50 years, and not include any unamortized 
portion in rate base.  Mr. Griffin said he supported this treatment; however under 
Accounting Instruction 21, the $6,000 should be added to the $76,362.  In accordance with 
Paragraph B of the instruction to Account 104, Petitioner should file with the Commission 
and with the Director of the Accounting Department within six months of the date of 
acquisition, the required journal entries. 
 
 Mr. Griffin testified that all of UI’s subsidiaries have a service contract with WSC and 
that various administrative costs are allocated to utilities for WSC services, subject to Staff 
review during rate cases.  He recommended that the Commission approve the proposed 
service contract between WWSC and WSC.      
 
 Ms. Kight testified that Section 7-204(b)(4) requires the Commission to find that the 
proposed reorganization will not significantly impair the utility’s ability to raise necessary 
capital on reasonable terms or to maintain a reasonable capital structure.  She elaborated 
that, as the indirect owner of the capital stock of WWSC and the conduit through which 
WWSC will access capital markets, UI must maintain a level of financial strength sufficient 
to raise capital on reasonable terms.  From UI’s financial statements she computed 1999 
and 2000 ratios of pre-tax interest coverage, funds from operations interest coverage, total 
debt to total capital, and funds from operations to total debt ratios for 1998 and 1999.  Each 
shows that UI is at or above the benchmarks set by Standard & Poor’s (“S&P”) for utilities 
with a BBB credit rating and a business position rating of three.  She concluded that UI’s 
ratios are consistent with an S&P rating of A/BBB and that she had no concerns regarding 
UI’s financial strength pertaining to WWSC’s ability to raise capital on reasonable terms.  
Ms. Kight testified that under her analysis, the proposed reorganization appeared to meet 
the requirements of Section 7-204(b)(4). 
 
 Ms. Kight testified that Staff did not object to WWSC acquiring WUC through 
intercompany financing and recording it on WWSC’s books as common equity.  She further 
testified that Staff did not object to WWSC using UI’s capital structure to set rates, provided 
that UI is the sole conduit through which WWSC will access capital markets and UI’s 
capital structure is reasonable from a cost standpoint. 
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V. Reopening 
 
 A. Petitoner’s Position 
 
 Steven Lubertozzi testified in order to identify and quantify cost savings and to 
clarify the meaning of “additional prudent expenses”, both mentioned in the direct testimony 
of Ms. Nicholas.  He explained that on the chart marked SL Exhibit 1 attached to his 
testimony, Petitioner identified chemical, rent, and insurance as cost items on WUC’s 
books that could possibly be reduced as a result of the operation of the utility system by 
WWSC.  Petitioner estimates the cost savings to total $5,250.  Mr. Lubertozzi explained 
that Petitioner compared the year 2000 statement of income for WUC to the year 2000 
statement of income for the UI water system that most closely approximated WUC’s, and 
compared expense items to determine if the potential for cost savings existed.  He 
elaborated that rents for WWSC could decrease by $2,500 as a result of UI’s group of 
companies allowing WWSC to allocate certain expenses to multiple companies, thus 
reducing costs to ratepayers.  He further stated that the chemical expense could decrease 
by $1,500 and the insurance expense could decrease by $1,250, as a result of WWSC’s 
affiliation with UI’s group of companies that maintain economies of scale and have national 
purchasing power.    
 
 Mr. Lubertozzi cautioned, however, that costs may increase due to repairs and 
upgrades to bring the acquired system up to the level of UI’s other systems.  In such a 
case, there may be no net cost savings as a result of the transaction. 
 
 Mr. Lubertozzi also testified that additional prudent expenses are those expenses for 
such items as maintenance, repair and upgrade of facilities that may have to be incurred to 
provide WWSC customers with the same high quality water service received by customers 
of other UI subsidiaries.  He stated that UI is not currently operating the system, so the 
need and amount of these expenses cannot be quantified.  Such expenses will not be 
incurred in effecting the acquisition, but they are operating expenses that may be incurred 
in the future.  These expenses are of the nature that, if incurred, they would be necessary 
even without the acquisition.  Mr. Lubertozzi further testified that Commission precedent 
indicates that necessary operational expenses are properly included in rate base, however 
a determination of whether such expenses would be passed on to ratepayers would occur 
in a future rate case.                   
 
 B. Staff’s Position 
 
 Mr. Griffin testified that Staff had reviewed the testimony of Mr. Lubertozzi and the 
attached documents submitted by Petitioners to the record upon reopening, and based 
upon that review had no objection to the Petition.   
 
VI. Commission Analysis and Conclusions  
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 UI requests approval to assign to WWSC its rights under the Purchase Agreement 
to acquire all of WUC’s assets.  WWSC requests that the Commission enter an Order 
issuing a Certificate under Section 8-406, authorizing it to operate and maintain the water 
and sewer system currently operated by WUC, and to engage in the business of furnishing 
public utility water and sewer service within the area currently served by WUC.  WUC will 
deliver all of its right, title, and interest in and to all of its property and assets.  It proposes to 
abandon its public utility business and petitions that it Certificate to provide water and 
sewer service be abandoned.  WWCS proposes to provide water and sewer service 
pursuant to the rates, rules and regulation presently in effect in the area served by WUC.  
WWSC also requests approval to enter into a service contract with WSC. 
 
 Section 7-102 (c) requires Commission approval for a public utility to sell all or any 
portion of its right, title and interest to its property and assets.  We regard the record in this 
matter as fully supporting the acquisition of WUC’s property and assets by WWSC, in that it 
clearly shows that there is a need for water and sewer service in the area presently served 
by WUC.  Under Section 7-204(b)(1), Commission approval is required for a reorganization 
that will not diminish a public utility’s ability to provide adequate, reliable, efficient, safe and 
least-cost public utility service.   The parties have amply demonstrated that with the 
acquisition of WUC’s property and assets, WWSC will have the resources to provide the 
same quality of water and sewer service required by Section 7-204(b)(1) to the area served 
by WUC.  Similarly, to facilitate the provision of water and sewer service, the Commission 
considers it necessary for UI to assign to WWSC its rights under the Agreement with WUC.  
Since this will enable WWSC to continue the services provided by WUC, cancellation of 
WUC’s Certificate will not adversely affect the provision of water and sewer service to the 
area in question.  The Commission concludes that Petitioner’s proposed reorganization 
satisfies the requirements of Section 7-204(b)(1). 
 
 The Commission also considers Petitioners to be in compliance with Sections 7-
204(b)(2) and (b)(3).  We concur with Staff’s position that the proposed reorganization will 
not result in the subsidization of non-utility activities, and that WUI has allocation 
procedures in place to guard against such conduct.  We also accept Staff’s testimony that 
UI, through which WWSC will access capital markets, will be able to raise capital 
unimpeded by the proposed reorganization.  Staff elaborated on UI’s financial condition 
and we find the proposed reorganization to be within the strictures of Section 7-204(b)(4).  
The Commission further concludes that the proposed reorganization meets the 
requirements of Section 7-204(b)(5), insofar as under the proposed reorganization, WWSC 
will remain subject to all applicable laws, regulations, rules, decisions and policies 
governing public utilities.  The record herein establishes that the proposed reorganization 
complies with Section 7-204(b)(7), insofar it will not result in an adverse rate impact on 
retail customers. 
 
 Section 7-204(c) provides that the Commission “shall not approve a reorganization, 
without ruling on (i) the allocation of any savings resulting from the proposed 
reorganization; and (ii) whether the companies should be allowed to recover any costs 
incurred in accomplishing the reorganization and, if so, the amount of costs eligible for 
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recovery and how the costs will be allocated.”  Petitioners and Staff initially disagreed about 
the appropriate treatment of $6,000 in estimated merger costs.  Petitioners asserted that 
the $6,000 was recoverable from ratepayers.  Staff countered that these costs were not so 
recoverable and should be charged to Account 104, while Account 114 be debited the 
same amount.  Petitioners subsequently stipulated to Staff’s recommended treatment of the 
reorganization costs. 
 
 The Commission finds that Staff’s proposed treatment of the reorganization 
expenses is accurate and that Petitioner’s attendant stipulation is an appropriate resolution 
of this issue.  We concur with Staff that the acquisition adjustment of $52,810, resulting 
from deletion of $6,000 from Account 114, should be amortized below the line to Account 
426 over 50 years and the $6,000 should not be included in rate base.  Furthermore, we 
adopt Staff’s suggestion that Petitioners should file with the Commission and the Director of 
the Accounting Department within six months of the date of acquisition, the appropriate 
journal entries reflecting the amounts to be recorded in Account 104 and cleared from 
Account 114. 
 
 Under Section 7-101(3), the Commission may approve transactions with affiliated 
interests if it deems such approval necessary to safeguard the public interest.  Staff and 
Petitioner concurred that under the service contract, the centralization of services and 
access to a pool of human resources will facilitate WWSC’s service to customers, which in 
the Commission’s view clearly promotes the public interest.  Furthermore, the allocation of 
only a miniscule percentage of costs to WWSC will not obviate the benefits of the contract.  
Accordingly, we find that WWSC’s request for approval of the service contract with WSC to 
be in the public interest and, therefore, in conformity with Section 7-101(3) and should be 
granted. 
 
 The Commission notes that Petitioner testified that WWSC proposes to provide 
service pursuant to the rates, rules, regulations, and terms and conditions previously 
approved by the Commission, and that are currently in effect in the WUC service area.  
Staff witnesses cited this testimony as a basis for its opinion that there did not appear to 
any likelihood of a rate increase as a result of the proposed reorganization.  We accept the 
parties’ testimony and regard it as a sufficient basis to conclude that WWSC will provide 
service according to the description given by Petitioner’s witness.         
 
  Under Section 8-508, a public utility shall not abandon or discontinue service unless 
it secures Commission approval.  The record established by the parties in this docket 
clearly indicates that WWSC will be able to serve the area in question in the same safe, 
adequate and reliable manner as WUC.  The Commission, therefore, approves 
cancellation of WUC’s Certificate.            
 
 Section 8-406(a) mandates that no public utility shall transact any business in Illinois 
until it obtains from the Commission a Certificate that public convenience and necessity 
require the transaction of such business.  The record in this matter establishes that WUC 
presently serves 200 customers in a safe, reliable and efficient manner.  With the 
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cancellation of WUC’s Certificate, there will be a need to operate and maintain a water and 
sewer system in WUC’s service area.  WWSC produced evidence that it has the financial 
and managerial capability of providing the same level of service as WUC and that it is the 
least-cost means of providing that service.  We conclude that there is an immediate need 
for water and sewer service in the WUC service area and that completion of the proposed 
reorganization is necessary to satisfy the requirements of Section 8-406(a).   
 
 Reopening 
 
 The Commission finds that Petitioner adequately addressed the issues for which this 
matter was reopened.  We recognize that quantifying potential cost savings is, at best, 
conjecture.  Petitioner’s estimates in this matter appear to be reasonably based, particularly 
when accompanied by qualifying testimony that states repairs and upgrades to the 
acquired system may negate cost savings partially or entirely.  We conclude that any 
savings resulting from the proposed reorganization shall be allocated to ratepayers and 
reflected in WWSC’s cost of service for recognition in future rate proceedings.   
 
 The Commission also considers Petitioner’s explanation of “additional prudent 
expenses” to be sufficient.  The testimony distinguishes that such expenses, if incurred, will 
be a necessary part of operating the system and will not result from the acquisition.             
 
 Based upon the foregoing, the Commission concludes that the proposed 
reorganization is in compliance with all applicable provisions of the Act.  The Commission 
further finds that Petitioner has sufficiently demonstrated that its proposal satisfies all of the 
requirements of Section 8-406 of the Act.  For these reasons, the Commission is of the 
opinion that WWSC should be granted a Certificate of Public Convenience and Necessity 
to provide water and sewer utility service to the area currently served by WUC. 
 
VII. Findings and Ordering Paragraphs 
 
 The Commission, having considered the entire record herein and being fully advised 
in the premises, is of the opinion and finds that: 
 

(1) Wildwood Water Service Company is an Illinois corporation engaged in the 
business of providing public utility water and sewer service to the public in 
Illinois and as such, is a public utility as defined by the Act; 

 
(2) Wildwood Utility Company is incorporated under the laws of Illinois and has 

been established to engage in the business of providing public utility water 
and sewer service to the public in Illinois and, as such, will be a public utility 
as defined by the Act; 

 
(3) the Commission has jurisdiction over the parties and over the subject matter 

herein; 
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(4) the recitals of fact set forth in the prefatory portion of this Order are supported 
by the record and are hereby adopted as findings of fact and conclusions of 
law; 

 
(5) the proposed reorganization satisfies the provisions of Sections 7-102 and 7-

204 of the Act; 
 

(6) the terms of the Purchase Agreement are reasonable and WWSC should be 
authorized to purchase all of WUC’s right, title and interest in and to all of 
WUC’s properties and assets; 

 
(7) UI’s transfer of its rights in the Purchase Agreement to its subsidiary, WWSC, 

should be approved; 
 
(8) the Certificate of Public Convenience and Necessity issued to WUC in 

Docket 45734, March 18, 1959, for the provision of public utility service 
should be canceled and annulled upon filing of a notice with the Clerk of the 
Illinois Commerce Commission of the completion of the reorganization, as 
well as the filing by WWSC of compliant tariff sheets; 

 
(9) there is a public need for water and sewer service in the area presently 

served by WUC; the ownership, operation, and maintenance of a public 
water sewer and supply system to serve the area presently served by WUC  
and the transaction of a public water and sewer utility business by WWSC  in 
that area will promote the public convenience and necessity; and a Certificate 
of Public Convenience and Necessity should be granted to WWSC for the 
ownership, operation, and maintenance public water sewer and supply and 
distribution business in the area presently served by WUC; 

  
(10) WWSC should be authorized to adopt the present rates established by the 

Commission in the area presently served by WUC and to file the proposed 
tariffs, reviewed and agreed to by Staff in this proceeding, containing the 
rules, regulations, and terms and conditions of service; 

 
(11) WWSC should be authorized to make accounting entries on its books to 

reflect the purchase of the assets of WUC, including the recording of the 
credit acquisition adjustment; 

 
(12) in accordance with Section 7-101 of the Act, the Commission approves the 

service contract between WWSC and WSC for the provision of data 
processing, accounting, tax reporting, regulatory reporting, purchasing and 
engineering functions and other services necessary in the conduct of 
business as a public utility; 
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(13) WWSC’s $6,000 in reorganization costs should be initially charged to 
Account 104 “Utility Plant Purchased or Sold,” and Account 114 “Utility Plant 
Acquisition Adjustments” should be debited by that amount; such costs 
should not be recovered from ratepayers; 

(14) any savings resulting from the proposed reorganization should be allocated 
to ratepayers and reflected in WWSC’s cost of service for recognition in 
future rate proceedings; 

 
(15) Petitioners are hereby authorized to perform any and all other acts which 

may be necessary or desirable to carry out the provisions of the Purchase 
Agreement; 

 
(16) in compliance with Paragraph B of the instruction to Account 104, “Utility 

Plant Purchased or Sold” of the Uniform System of Accounts for Water 
Utilities (83 Ill. Adm. Code 605), WWSC will file with the Commission, and a 
copy to the Director of the Accounting Department, the journal entries to clear 
from this account the amounts recorded therein within six months from the 
date of the acquisition. 

 
(17) the Petitioners’ proposed reorganization is hereby approved. 

 
 IT IS THEREFORE ORDERED that pursuant to the Section 8-406 of the Act, a 
Certificate of Public Convenience and Necessity is hereby granted to Wildwood Water 
Service Company to own, operate, and maintain a public water and sewer supply 
distribution system in the area presently served by WUC, and the transaction of a public 
water and sewer supply distribution business by Wildwood Water Service Company.  
 
 IT IS FURTHER ORDERED that a Certificate of Public Convenience and Necessity 
be, and hereby is, issued to Wildwood Water Service Company and that said Certificate be 
the following: 
 

CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
 

 IT IS HEREBY CERTIFIED that the public convenience 
and necessity require Wildwood Water Service Company to 
operate and maintain a public water distribution system and a 
sewage collection and treatment system in the area described 
in Exhibit A attached to the Asset Purchase Agreement and the 
transaction thereby of water and sewer utility business. 

 
 IT IS FURTHER ORDERED that pursuant to Section 7-102, the Asset Purchase 
Agreement between WWSC and WUSC be approved. 
 
 IT IS FURTHER ORDERED that the Certificate of Public Convenience and 
Necessity issued to WUC in Docket 45734, March 18, 1959, for the provision of public 
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utility service be, and is hereby, canceled and annulled upon the filing of a notice with the 
Clerk of the Illinois Commerce Commission of the completion of the reorganization and the 
filing by WWSC of compliant tariff sheets. 

 
 IT IS FURTHER ORDERED that WWSC adopt the present rates established by the 
Commission in the area presently served by WUC, and to file the proposed tariffs reviewed 
and agreed to by Staff in this proceeding, containing the rules, regulations, and terms and 
conditions of service, as may be hereafter approved by the Commission. 
 
 IT IS FURTHER ORDERED that WWSC file the proposed tariff sheets under its 
name within 30 days after the closing. 
 
 IT IS FURTHER ORDERED that WWSC is authorized to make the necessary 
accounting entries, including an acquisition adjustment to reflect the purchase of the assets 
of WUC. 
 
 IT IS FURTHER ORDERED that pursuant to Section 7-101 of the Act, the Illinois 
Commerce Commission hereby approves the service agreement between WWSC and 
WSC for the provision of services necessary in the conduct of business as a public utility. 
 
 IT IS FURTHER ORDERED that pursuant to Section 7-204 of the Act, the Illinois 
Commerce Commission hereby approves the proposed reorganization of the Petitioners. 
 
 IT IS FURTHER ORDERED that WWSC shall not recover any costs incurred in 
accomplishing the reorganization, and that the $6,000 in merger costs shall be initially 
charged to Account 104 “Utility Plant Purchased or Sold,” and debited to Account 114 
“Utility Plant Acquisition Adjustments”. 
 
 IT IS FURTHER ORDERED that any savings resulting from the proposed 
reorganization shall be allocated to ratepayers and reflected in WWSC’s cost of service for 
recognition in future rate proceedings.  
 
 IT IS FURTHER ORDERED that Petitioners are authorized to perform any and all 
other acts which may be necessary or desirable to carry out the provisions of the Purchase 
Agreement. 
 
 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 19th Day of December, 2001. 
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         Chairman 


