TAWC EXHIBIT 1.1

FINANCIAL SERVICES AGREEMENT

THIS AGREEMENT, dated as of May ___, 2000, by and between
Illinois-American Water Company (the “Company”) and American Water Works Financing
Corporation (“AWWFC").

BACKGROUND

The Company currently performs its own financial services.

However, the Company has determined that it can obtain these services more
efficiently through the consolidation of certain necessary management and staff functions with
those performed for other entities that may enter into agreement with AWWFC substantially
similar to this one (“Co-Participants™).

AWWEC is dedicated to performing such consolidated functions.

Accordingly, the parties have determined to enter into this Agreement for the
provision of financial services by AWWTFC to the Company and for the proper determination and
allocation of the costs of providing such services.

Therefore, the parties agree as follows:

AGREEMENT

1. Services. AWWEFC will provide, either directly or through arrangements
with third parties for the benefit of the Company, such financial services as the Company and
AWWEFC may from time to time agree, including but not limited to those more fully described in
Appendix I attached to this Agreement.

2, Costs. In consideration of the provision of the services contemplated by
patagraph 1, the Company agrees to pay AWWFC a portion of the costs and appropriate
overhead incurred by AWWEFC in providing those services, as follows. The costs incurred by
AWWEFC in connection with its bank credit lines and short-term public borrowings will be
divided among the Co-Participants in proportion to the maximum principal amount that each Co-
Participant requests be made available to it during the course of a year. The costs incurred by
AWWEFC in connection with each long-term borrowing by AWWFC will be divided among each
Co-Participant in proportion to the principal amount of that borrowing that is loaned to that Co-
Participant. AWWFC’s overhead will be allocated among the Co-Participants in the same
proportion as each Co-Participant’s long-term and maximum, requested short-term borrowings
and investments in a calendar year bear to all of the long and maximum short-term borrowings
and investments by all Co-Participants during the same year.

3. Statements. AWWEFC will prepare and deliver to the Company monthly
statements of the services provided by AWWFC and amounts payable to AWWFC, giving effect
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to all the provisions of this Agreement. The Company shall pay the net amount shown on its
statement within thirty (30) days after the billing date.

4. Inspection. Upon reasonable notice, AWWFC will make available to the
Company for its inspection AWWFC’s books, records, bills, accounts and any other documents
which describe or support the costs allocated to the Company under this Agreement.

5. Obligations Not Joint. AWWEFC and the Company expressly agree: (a)
that the obligations of the Company and each Co-Participant to AWWFC are several and not
joint; (b) that the Company will not be responsible to any Co-Participant, to AWWFC or to any
assignee or creditor of AWWEFEC for any payment in excess of payments due by the Company to
AWWEFC under this Agreement or a Note in the form attached to this Agreement; and (¢} that no
Co-Participant will be responsibie to the Company, to any other Co-Participant, to AWWFC or
to any assignee or creditor of AWWFC for any payment in excess of payments due by that Co-
Participant to AWWEFC under any agreement substantially similar to this Agreement or under
any Note attached to that other agreement. AWWFC covenants and agrees that it will require, as
a condition to its entering into any such other agreement with a Co-Participant, that such other
agreement containg the same provision as that contained in the immediately preceding sentence.

6. Notes. The Company’s borrowings under this Agreement will be
evidenced by one or more promissory note in the form of Exhibit A or Exhibit B attached to this
Agreement. '

7. Non-Exclusivity. Nothing in this Agreement prohibits or restricts the
Company from borrowing from third parties, or obtaining services described in this Agreement
from third parties, whenever and on whatever terms it deems appropriate.

8. Effectiveness. This Agreement shall be effective as of May 30, 2000,
provided that, if prior approval by the regulatory commission of any jurisdiction is required
before this Agreement may become effective as to the Company, or before AWWFC may
provide a particular service hereunder to the Company, this Agreement shall not be effective as
to the Company or as to that service, as the case may be, unless and until the required approval
has been obtained. Unless and until this Agreement becomes effective as to the Company in
whole or in part, the Company shall not be entitled to the benefits of, nor shall it have any rights
or duties under, this Agreement, This Agreement may be amended or rescinded only by written
instrument signed by the Company and AWWEC,

0. Termination. The Company may terminate its participation in this
Agreement by giving ten (10) days prior written notice of such termination to AWWFC; and (b)
AWWFC may terminate this Agreement by giving ninety (90) days prior written notice of such
termination to the Company. Termination of this Agreement will not affect: (a) the Company’s
obligations under any Promissory Notes; (b) any party’s obligations with respect to any amounts
owing under Sections 2 and 3 of this Agreement (including such amounts attributable to
obligations of any terminating party under any Promissory Notes that remain outstanding after
this Agreement is terminated as to that party); or (¢) AWWFC’s obligations to repay any
investments made by a Company pursuant to Appendix 1.
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10.  Copies. This Agreement may be executed by the parties in one or more
copies and each executed copy shall be considered an original,

In witness of the foregoing, each of the Company and AWWFC has caused its
respective corporate seal to be affixed to this Agreement and has caused this Agreement to be
signed on its behalf by its duly authorized officers.

ATTEST: TLLINOIS-AMERICAN WATER COMPANY
By: By:
Title: Title:
ATTEST: AMERICAN WATER WORKS FINANCING
CORPORATION
By: By:
Title: Title:
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APPENDIX I

DESCRIPTION OF FINANCIAL SERVICES

Set forth below is a list of the services which AWWFC agrees to provide to the
Company upon its request pursuant to the Agreement to which this Appendix is attached,

1. Short-Term Loans. AWWFC will provide Short-Term Loans to the
Company pursuant to the terms set forth in the promissory notes to be issued by the Company to
AWWEC, each substantially in the form attached to this Agreement as Exhibit A.

2. Long-Term Borrowings. AWWFC will provide loans other than Short-
Term Loans to the Company pursuant to the terms set forth in the promissory notes to be issued
by the Company to AWWFC, each substantially in the form attached hereto as Exhibit B.

3. Cash Management. Cash not required by the Company to pay its daily
disbursements or to pay when due the principal of and interest on, the Company’s borrowings
from AWWFC other than Short-Term Loans will be used by AWWEFC first to reduce the
outstanding principal balance of the Company’s Short-Term Loans owing to AWWFC and any
excess will be deemed to be invested with AWWFC and will earn a daily rate of interest that is
equal to the interest income earned by AWWEFC on those funds. Upon the request of that
Company, AWWEC shall execute one or more promissory notes in favor of the Company, in
form and substance substantially similar to the Promissory Note attached as Exhibit A to the
Agreement as evidence of such investment.
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EXHIBIT A
PROMISSORY NOTE
FOR SHORT-TERM LOANS

$ , 2000

FOR VALUE RECEIVED, lllinois-American Water Company, a

corporation (herein “Borrower™) hereby promises to pay ON
DEMAND to the order of American Water Works Financing Corporation, a Delaware
corporation (“Lender™), in same day funds at its offices at Voorhees, New Jersey or such other
place as Lender may from time to time designate, the principal sum of
dollars ($ ) (the “Maximum Principal Sum”), or such lesser amount as shall equal
the aggregate unpaid principal amount of the loans made by Lender to Borrower (other than
loans evidenced by a promissory note under which the principal amount is due and payable in
one or more scheduled installments more than one year after the date of its issue), together with
interest thereon from the date hereof until paid in full. Interest will be charged on the unpaid
outstanding principal balance of this Note at a rate per annum equal to Lender’s actual cost of
funds to make such loan, such rate to change as Lender’s actual cost of funds changes. Interest
on borrowings shall be due and payable on the first business day of each month, commencing
with the first business day of the month after the month in which this Note is executed. In the
absence of manifest error, the records maintained by Lender of the amount and term, if any, of
borrowings hereunder shall be deemed conclusive.

Borrower may borrow, repay and reborrow hereunder in amounts which do not, in
the aggregate outstanding at any time, exceed the Maximum Principal Sum.

The occurrence of one or more of any of the following shall constitute an event of
default hereunder:

(a)  Borrower shall fail to make any payment of principal and/or
interest due hereunder or under any other promissory note between Lender and Borrower within
five business days after the same shall become due and payable, whether at maturity or by
acceleration or otherwise;

(by  Borrower shall apply for or consent to the appointment of a
receiver, trustee or liquidator of itself or any of its property, admit in writing its inability to pay
its debts as they mature, make a general assignment for the benefit of creditors, be adjudicated a
bankrupt or insolvent or file a voluntary petition in bankruptcy or a petition or an answer seeking
reorganization or an arrangement with creditors or to take advantage of any bankruptcy,
reorganization, insolvency, readjustment of debt, dissolution or liquidation of law or statute, or
an answer admitting the material allegations of a petition filed against it in any proceeding under
any such law, or if action shall be taken by Borrower for the purposes of effecting any of the
foregoing; or

(c) Any order, judgment or decree shall be entered by any court of
competent jurisdiction, approving a petition seeking reorganization of Borrower or all or a
substantial part of the assets of Borrower, or appointing a receiver, trustee or liquidator of
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Borrower or any of its property, and such order, judgment or decree shall continue unstayed and
in effect for any period of sixty (60) days.

Upon the occurrence of any event of default, the entire unpaid principal sum
hereunder plus all interest accrued thereon plus all other sums due and payable to Lender
hereunder shall, at the option of Lender, become due and payable immediately. In addition to
the foregoing, upon the occurrence of any event of default, Lender may forthwith exercise
singly, concurrently, successively or otherwise any and all rights and remedies available to
Lender by law, equity, statute or otherwise.

Borrower hereby waivers presentment, demand, notice of nonpayment, protest,
notice of protest or other notice of dishonor in connection with any default in the payment of, or
any enforcement of the payment of, all amounts due hereunder. To the extent permitted by law,
Borrower waives the right to any stay of execution and the benefit of all exemption laws now or
hereafter in effect.

Following the occurrence of any event of default, Borrower will pay upon
demand all costs and expenses (including all amounts paid to attorneys, accountants, and other
advisors employed by Lender), incurred by Lender in the exercise of any of it rights, remedies or
powers hereunder with respect to such event of default, and any amount thereof not paid
promptly following demand therefor shall be added to the principal sum hereunder and will bear
interest at the contract rate set forth herein from the date of such demand until paid in full. In
connection with and as part of the foregoing, in the event that this Note is placed in the hands of
an attorney for the collection of any sum payable hereunder, Borrower agrees to pay reasonable
attorneys’ fees for the collection of the amount being claimed hereunder, as well as all costs,
disbursements and allowances provided by law.

If for any reason one or more of the provisions of this Note or their application to
any entity or circumstances shall be held to be invalid, illegal or unenforceable in any respect or
to any extent, such provisions shall nevertheless remain valid, legal and enforceable in all such
other respects and to such extent as may be permissible. In addition, any such invalidity,
illegality or unenforceability shall not affect any other provisions of this Note, but this Note shall
be construed as if such invalid, illegal or unenforceable provision had never been contained
herein.

This Note inures to the benefit of Lender and binds Borrower and Lender’s and
Borrower’s respective successors and assigns, and the words “Lender” and “Borrower”
whenever occurring herein shall be deemed and construed to include such respective successors
and assigns. o :

This Promissory Note is one of the promissory notes referred to in the Financial
Services Agreement dated April ___, 2000 between Borrower and Lender to which reference is
made for a statement of additional rights and obligations of the parties hereto.
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IN WITNESS WHEREOF, Borrower has executed this Promissory Note the day
and year first written above.

ILLINOIS-AMERICAN WATER COMPANY

By:

Title:
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EXHIBIT B
PROMISSORY NOTE
FOR LONG-TERM BORROWINGS

$ , 2000

FOR VALUE RECEIVED, Illinois-American Water Company, a

corporation (herein “Borrower™) hereby promises to pay to the order
of American Water Works Financing Corporation, a Delaware corporation (“Lender”), in same
day funds at its offices at or such other place as Lender may from
time to time designate, the principal sum of dollars ($ ),
together with interest thereon from the date hereof until paid in full. Interest shall be charged on
the unpaid outstanding principal balance hereof at a rate per annum equal to the rate paid and to
be paid by Lender with respect to the borrowings it made in order to provide funds to Borrower
hereunder. Interest on borrowings shall be due and payable in immediately available funds on
the same business day on which the Lender must pay interest on the borrowings it made in order
to provide funds to the Borrower hereunder. The principal amount hereof shall be due and
payable hereunder at such times and in such amounts and in such installments hereunder as the
Lender must pay with respect to the borrowings it made in order to provide funds to the
Borrower hereunder. Lender has provided Borrower with a copy of the documentation
evidencing the borrowings made by Lender in order to provide funds to Borrower hereunder. In
the absence of manifest error, such documentation and the records maintained by Lender of the
amount and term, if any, of borrowings hereunder shall be deemed conclusive.

The occurrence of one or more of any of the following shall constitute an event of
default hereunder:

(a) Borrower shall fail to make any payment of principal and/or
interest due hereunder or under any other promissory note between Lender and Borrower within
five business days after the same shall become due and payable, whether at maturity or by
acceleration or otherwise;

(b)  Borrower shall apply for or consent to the appointment of a
receiver, trustee or liquidator of itself or any of its property, admit in writing its inability to pay
its debts as they mature, make a general assignment for the benefit of creditors, be adjudicated a
bankrupt or insolvent or file a voluntary petition in bankruptcy or a petition or an answer seeking
reorganization or an arrangement with creditors or to take advantage of any bankruptcy,
reorganization, insolvency, readjustment of debt, dissolution or liquidation of law or statute, or
an answer admitting the material allegations of a petition filed against it in any proceeding under
any such law, or if action shall be taken by Borrower for the purposes of effecting any of the
foregoing; or

(¢)  Any order, judgment or decree shall be entered by any court of
competent jurisdiction, approving a petition seeking reorganization of Borrower or all or a
substantial part of the assets of Borrower, or appointing a receiver, trustee or liquidator of
Borrower or any of its property, and such order, judgment or decree shall continue unstayed and
in effect for any period of sixty (60) days.
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Upon the occurrence of any event of default, the entire unpaid principal sum
hereunder plus all interest accrued thereon plus all other sums due and payable to Lender
hereunder shall, at the option of Lender, become due and payable immediately. In addition to
the foregoing, upon the occurrence of any event of default, Lender may forthwith exercise
singly, concurrently, successively or otherwise any and all rights and remedies available to
Lender by law, equity, statute or otherwise.

Borrower hereby waivers presentment, demand, notice of nonpayment, protest,
notice of protest or other notice of dishonor in connection with any default in the payment of, or
any enforcement of the payment of, all amounts due hereunder. To the extent permitted by law,
Borrower waives the right to any stay of execution and the benefit of all exemption laws now or
hereafter in effect.

Following the occurrence of any event of default, Borrower will pay upen
demand all costs and expenses (including all amounts paid to attorneys, accountants, and other
advisors employed by Lender), incurred by Lender in the exercise of any of it rights, remedies or
powers hereunder with respect to such event of default, and any amount thereof not paid
promptly following demand therefor shall be added to the principal sum hereunder and will bear
interest at the contract rate set forth herein from the date of such demand until paid in full. In
connection with and as part of the foregoing, in the event that this Note is placed in the hands of
an attorney for the collection of any sum payable hereunder, Borrower agrees to pay reasonable
attorneys’ fees for the collection of the amount being claimed hereunder, as well as all costs,
disbursements and allowances provided by law.

If for any reason one or more of the provisions of this Note or their application to
any entity or circumstances shall be held to be invalid, illegal or unenforceable in any respect or
to any extent, such provisions shall nevertheless remain valid, legal and enforceable in all such
other respects and to such extent as may be permissible. In addition, any such invalidity,
illegality or unenforceability shall not affect any other provisions of this Note, but this Note shall
be construed as if such invalid, illegal or unenforceable provision had never been contained
herein.

This Note inures to the benefit of Lender and binds Borrower and Lender’s and
Borrower’s respective successors and assigns, and the words “Lender” and “Borrower”
whenever occurring herein shall be deemed and construed to include such respective successors
and assigns.

This Promissory Note is one of the promissory notes referred to in the Financial
Services Agreement dated April ___, 2000 between Borrower and Lender to which reference is
made for a statement of additional rights and obligations of Lender and Borrower.
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IN WITNESS WHEREOF, Borrower has executed this Promissory Note the day
and year first written above.

ILLINOIS-AMERICAN WATER COMPANY

By:
Title:
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