Aqua Hlinois, Inc.
1000 S. Schuyler Avenue
Kankakee, illinois 60901

@E@i?@@

July 5, 2016

JUL a7 2016
Elizabeth A. Rolando ILLINOIS COMMERCE COMMISSION
Chief Clerk CHIEF CLERICS OFFICE

Itlinois Commerce Commission
527 East Capitol Avenue
Springfield, Illinois 62701

Re: Docket No. 15-0596 -~ Crystal Clear Water System Accounting Entry

Dear Ms. Rolando:

Per the Findings and Ordering Paragraphs VI, (23) of the Order in Docket No.
15-0596, Aqua Hlinois, Inc. has recorded the acquisition of the Crystal Clear
Water System. | have attached a copy of the entry to record the acquisition. If

you have any further questions, | can be reached at 815.614.2033.

Sincerely,

- Paul Hanley

Controller
Aqua lllinois, Inc.

8779872782 -+« AquaAmerica.com



GL240 Date (06/2B/1s Company 24 - AQUA ILLINOIS INC. usD Page 1
Time 0%:15 Journal Edir Listing
For Fiscal Year 2016 - Periods 08 - D8

Journal GL N 11-00 Record CrystalClear Aquisition Fiscal Year 2018 Pericd [
Status Releaged Hold Code Hold Removal Operator Operator bakerh
Posting Pate 06/30/16 Transaction Date 06 F2RF1E Reverse No Reverse Pd
Reforoance Dacument Journal Book
Line Acoount Activity Ref 8C Rvs Dabitf Credit
1 339 300000-0000 JE FT9%5,000.00
PFRE-~Urility Plant in Servic Record CrystalClear Aquisit
2 ign ISGGEA-0000 JE %¢.558.69
PPE-Urility Plant in Bervic Record CrystalClear Aguisit
3 358G 3044000-0000 JE 3,248,797
FPPE-Drility Plant in Servic Record CrystalClear Aguisit
k) iz 408130 ~0000 JE 3,351.87
Property Taxes Record CrystalClear hguisit
& agg 2431001~0000 JE 9,715.486
Accrued Liab-OTHER Record CrystalClear Aguisit
g s00 104000-0600 M93023 foos JE TIE, 0060, 00

Utilivy Plant Purchased/Sol Record CrystalClear Aguisit

7 200 104000-0000 MB302D 605 JE 90,550,659
Utiltity Plant Purchased/Sol Record CrystalClear Aquisic

8 aGue 164000-0000 MB302% 0ns JE %,818.356
Urilivy Plant Purchased/Sol Hecord CryscalClear Aguisic

%% Torals For Journal entry N- 11-00 , Source ode JE Debits redits pifference
Bage . . . . . . . B9B,61lE. 02 B9B,618.02 2.00
Reverse . . . . . a. a0 9.00 .00
Entered . . . . . BBEB,618.02 BE9B,618.02 Q.08
Upit . . . . . . . 0.00 .00 G.00
*w*x Torals For Journal entry H- 11-00 Debits Credits Difference
Base . . . . . . . 498,618.02 498,618.02 5.00
Reverse . ., . . . G.00 0.ag G6.a0
Entered . ., . . . BRA,618.02 898, 618.02 .00
gnit . . . . L L. g.4aa 0.00 8.00

%! do/gg’//@

XV 630 g



Aqua lliinois, Inc.
Standard Journa! Entry Form

Dol

Approved By: Paul Hanley

Accounting Period: 6/30/2016 Date: 6/7/2016
JE Purpose; Record closing for Crystal Clear Water System //
Accounting Unit Account Activity Debit § [ , / Credit $
390 300 Utility Property 795,000.00 ] 7
390 303 Land - . ,
390 301 Organization Costs 90,550.69 5
380 301 Closing Costs 3,248.77 ¢ -
390 408110 RE Taxes 3,351.87 1
390 241001 IDOR Settlement Est, 9,715.46 /
900 104000 M83029 795,000.00
900 104000 MS3029 90,550.69 1, ¢
900 104000 M93029 9,818.56 3
900 675600 Rounding R
/)
f\
i Vil
[l
LQ\Q_L‘) \ |3 Y4)
Totals 898,618.02 898,618.02




EXHIBITNO, 1
Crystal Clear Water Company
Water System

Reproduction Costs New Less Depreciation Study

Repreduction Cost
Average Percent New Less
General Description Quantity Unit Unlt Frice Year Installed Reproduction Cost New Age Service Lie Bepreciation “Yatal Depreciation Bepreclation Affocation of Rate Base
PHASE1 705000
Distributlon System
4" Water Main 13722 LF S 75.00 1954 5 1,029,150.00 a1 ] T6% 5 TBLIITES 244473 | 5 267,058
6" Water Main 1590 1F 5 80.00 1954 ) 127,200.00 £1 80 T6% 5 86,950 ¢ 5 10,2101 % 3,007
10" Water Main ] iF s 105.00 1954 s 37,800.00 3] 80 6% s 28,823 | % BEIE S 9,809
4" Vablves 20 £A & BOO.GO I054 S 16,000.00 61 50 B5% 5 13600 5 N 2400 1 5 2627
4° Hydrants with auxillary valves 5 £A 5 4,000,060 1554 s 20,000.00 63 58 85% H 17000 § 3.000 1 S 3,278
4" Hydrants with agxillary valves 1 EA $ 4,000,000 2006 5 4,000.00 9 58 18% S TS 3.260 1 % 3584
5/8" Water Service {Main to B-Box} 264 5 1,000.00 1554 s 264,000.00 51 50 85% ) 224,400 1 § 396001 5 431267
5/8" Meters 264 EA 5 300.00 1354 8 79,200.00 61 50 BS5 5 67,320 | § 11888 | & 12,980
subtatal Phase $ L577.350:00 ] 1,233,579.36 | 5 343,770.63 | § 375,605.00
PHASE

Distribution System
47 Water Main 1428 iF S 7500 10589 s 107,100.00 56 B0 Fi) 5 7497006 § 32,13080 1 5 3510500
4" Valvas 1 EA 5 BOG.00 105% 4 BEOOO 56 58 B5% 5 GRE.DG | 5 100018 130,00
4* Hydrants with auxillary valves 3 EA 4 4,000.00 1859 S 13 000.00 56 50 R5% S 1020000 | $ 1.B00.00 1 5 $.967.04
5/8" Water Service (Main 10 8-Box} 29 EA s 1.000.60 1859 5 24.600.00 5B 50 85% 5 2465000 1 5 435300 15 4,753.04
5/R" Meters 23 EA g 300.00 1953 s B,700.60 56 50 BS% 5 7395001 5 1.305.00 3 142660
Subtotal Phase |t 5 157,600.00 5 117,895.00 ; & 39,705.00 ¢ § 43,382.08
supply |
Purmiip House Buidding 3 EA S 100,008.00 20602 s 100, 800.00 ] il 3 3 00000 ; § 0200000 | 5 100.519.00
16" Dia. Weli- 512" Deep b1 £R 5 50,000.00 1954 5 50.800.00 [ 50 853 5 42500081 5 7500001 S #.194.00
8" Dia, Well- 275" Deep 1 EA S 25,000.00 1361 $ 25,060.00 54 50 85% 5 21,25080 | § 37500018 4,097 00
£0,004 gals Sterage Tanks 1 EA S 250.000.00 G s 250,000.00 5 75 8% $ W000.50 8 5 23060000 ¢ 5 253 29800
220 gal pneamatic tank, 1 EA 5 5,:00.00 20059 § 5 050,00 ] 75 % S 400,00 ¢ & 460000 S 3.026.08




EXHIBITNO.1

Crystal Clear Water Company

Water System

Reproduction Costs New Less Deprecliation Study

256,324.00 /
o

Reproduction Cost
Average Percent New Less

{ieneral Descripticn Guantity Unit init Price Year installed flepreduction Cost New Age Service Life Bapreciation Total Depreciation Depreciation Allocation of Rate Base
Piping il ks $ 2,600.00 G 5 2000.00 & 80 2% s 15000 ¢ 6 1850005 § 2,011.00 |
Fiaw Meter 2 EA 5 1,500.00 210 s 3,000.00 Lt 8l 8% % 22508 ¢ 5 2,775.00 ¢ § 3,037 0%
{hiorinaters and Tank 1 EA 3 1,200.09 2009 4 1,200.00 § 25 4% 5 8300 (S 21200 ¢ § Bus G
jockey Pump 2 EA 5 500.00 Pt % 100000 & 5 4% 3 240.00 ¢ § TEO00 1 S B836.00
Subtotal 5 437,200.00 H 93,053.00 ; § 344,147.00 ¢ % 376,013.00
TOTAL COST $ 2,172,150.00 67% H] 1,444,527.38 1 % 72762263 ; § 785,000.00
Cpinion of Projected Total Cost of improvements through December 31, 2015
SUMMARY
Qrganization Costs 301 s FOO06 00
Maing 331 17100 EA ] 1,318.050.00 6% 5 95575938 3 § 31826063 § & 34773200
Hydrants 315 5 £A 5 35,000.00 TR & 2792080 & % ROSn00 1S B519.00
Services 313 2193 EA S 293,000.00 85% 5 24505000 § 439500015 48,020.00
tdeters 334 293 EA 5 A7,900.00 A5% 5 757150055 313185001 5 14,406 00
Structizres - Supply I F) 107,200.00 B% & H303.00 ¢ 5 GRAT L[ 5 147,398.00
Wells 311 5 75,00.00 B5% s 63,750.00 | § 1125000 3 12,291 .00
Tanks 330 % 255,000.00 B% 5 20400081 5 23460000 [ S
TOTAL COST ] 2,172,150 00 5% s 144451138 1 6 762263 1 5 755 000 00

[TOTAL COST with GRGARIZATION COTS

B65,000.00) |

e



AQUA ILLINQIS, INC.

AQUA ILLINCIS - CRYSTAL CLEAR WATER SYSTEMS

ESTIMATED CLOSING COSTS

M83029

ACTUAL
Date Vendor Description Amount
7/31/2015 ESI CONSULTANTS, LTD. Appraisals 5 1,549.69
9/30/2015 ESI CONSULTANTS, LTD. Appraisals 6,727.72
11/30/2015 HARTMAN CONSULTANTS, Appraisals 3,959.23
12/31/2015 ROONEY RIPPLE & RATNA L.egal 10,870.80
12/31/2015 JAY M. HEAP & ASSCCIA Appraisals 15,000.00
12/31/2015 VALUEKNOWLEDGE LLC Appraisals 5,342.00
12/31/2015 GOODMAN APPRAISAL CON Appraisals 5,250.00
12/31/2015 HARTMAN CONSULTANTS, Appraisals 1,190.00
21292016 ROONEY RIPPLE & RATNA Legal 8,714.50
3/31/2016 ESI CONSULTANTS, LTD. Appraisals 554.47
3/31/2016 ARNSTEIN & LEHR LLP Legal 1,838.50
3/31/2016 ROONEY RIPPLE & RATNA Legal 6,744.00
4/30/2016 ROONEY RIPPLE & RATNA Legal 9,441.00
4/30/2016 ARNSTEIN & LEHR LLP Legal 3,917.78
5/31/2016 ROONEY RIPPLE & RATNA Legal 8,451.00

OTHER

$

|

90,550.69 4




Mth AU Account SY SC TP JE Amount Date Description Activity Cat Units
CLOSING COSTS:
Mont A/U Acct. SystA B Entry Amount Date Description Activty C D
7 900 104000 AP AD N 20 1,549.68 7/31/2015 35292ESI CONSULTANTS, LTD. M93029 5 0
9 800 104000 AP AD | 1 6,727.72 9/30/2015 35292ES] CONSULTANTS, LTD. Ma3029 5 o
11 800 104000 AP AD N 4 3,852.23 11/30/2015 44412HARTMAN CONSULTANTS, M83028 5 0
12 900 104000 GL JE N 22 10,870.80 12/31/2015 Reclassify Crystal Clear Legal M93029 5 G
12 900 104000 AP AD | 1 15,000.00 12/31/2015 43934JAY M. HEAP & ASSOCIA Ma3029 5 o
12 900 104000 AP AD I 1 8,162.00 12/31/2015 45743ARNSTEIN & LEHR LLP M83028 5 o
12 800 104000 AP AD | 1 5342.00 12/31/2015 45663VALUEKNOWLEDGE LLC Me3029 5 0
12 900 104000 AP AD | 1 5,250.00 12/31/2015 43916GOODMAN APPRAISAL CON MS93029 & 0
12 900 104000 AP AD | 1 1,190.00 12/31/2015 44412HARTMAN CONSULTANTS, M83029 5 0
1900 104000 GL JE N 4 (8,152.00) 1/31/2016 Reclassify Amnstein&lLehr MS3029 5 o]
2 900 104000 AP AD N 7 8714.50 2/28/2016 38465RO0ONEY RIPPLE & RATNA  M83029 5 0
3 900 104000 AP AD N 12 554.47 3/31/2016 35292ES| CONSULTANTS, LTD. Mg3029 5 o
3 800 104000 AP AD | 1 1,838.50 3/31/2016 45743ARNSTEIN & LEHR LLP M83028 5 o
3 800 104000 AP AD N 4 6,744.00 3/31/2016 38465ROONEY RIPPLE & RATNA  M93028 5 0
4 800 104000 CM TW | 100013 (9,818.56) 4/30/2016 IL Acquisition Ma3028 5 0
4 900 104000 CM TW | 100013 795,000.00 4/30/2016 1L Acquisition M93029 5 0
4 900 104000 AP AD | 1 9,441.00 4/30/2016 38465ROONEY RIPPLE & RATNA  MB83028 5 o
4 900 104000 AP AD | 1 3,917.78  4/30/2016 45743ARNSTEIN & LEHR LLP Ms302g 5 0
5 800 104000 AP AD N 5 B,451.00 5/31/2016 38465ROONEY RIPPLE & RATNA  M93029 5 0
875,732.13




Date: 04/19/16
Close of escrow: 04/20/115

Near North National Title LLC
222 North LaSaile Street, Suite 100
Chicago, IL 60601
Phone: (3123)418-3900 Fax: (312)418-0778

Time:11:21:41AM

Buyer: Aqua lliincis, Inc., an lHinois corporation

Seller: Crystal Clear Waler Corporation

" Property location: 123 Rose Street

Crystat Lake, IL

Escrow no.; NO1160302
Escrow offlcer: Kristen Cristia

25187

2,492.703 ﬂE T4 K&%

Pagetaf 2

Seller Buyar
Debit Credit Debit Credit
Financial Conslderation ”
i 79500000 Contract sales price 795,000.00 ' g
Prorations/Adjustments
2,492.70 2015 RE Taxes (Based on full year 2014)
85817 2016 RE Taxes (1/1/16-4/19/16) 855.17
9.715.46 0GR Selffement Estimala™y 9,715.45 =
Title Charges
Title insurance to Near North Naticnal Tile LLC 2,285.00
GAP - Buyer to Near North National Titte LLC 125.00
12500 GAP - Selier io Near North National Title LLC
3.00 IL State Policy Fee to Chicago Tille Insurance
Company .
150.00 Later Date Examination to Near North National
Title LLC
250.00 Extended Coverage Endorsement tc Near North
National Title LL.C
Record: Deed to Near North National Title L1,C 50.00
50.00 Insured Closing Letter Fee-Seller to Chicago Tille
Insurance Company
Insured Closing l.etter Fee-Buyer to Chicago Tille 25.00
Insurance Company
50.00 Record: Release of Lien to Near North Nationat
Title |LLC
175.00 ALTA Endarsement 17.1-08 {Indirect Access and
Eniry} to Near North Naticnal Title LLC
50.00 Tax Payment Service to Near North National Titie
LLC
175.00 ALTA Endorsement 19.2-05 (Contiguity -
Specified Parcels) to Near North National Titie
LLC
700,00 Deed and Money Escrow to Near North National
Title LLC
Deed and Money Escrow to Near North National 700.00
Title LLC
Palicies issued:
Owners Follcy
Coverage: 795,000.00 2,285.00
Version: ALTA 2006 Qwners Policy
Recording Charges
17,83 City/County tax/stamps to Near North National 17.92
Title
35,86 State tax/stamps to Near North National Title 35.85 /’,T .
Other Debits/Credits . 2
3,302.25 2014 Tax Redemption to McHenry County Clerks . - \
Office NG
3,770.58 2013 Tax Redemption to McHenry County Clerks
Office
45,833.05 Attorneys Fees to Maluszewich & Kelly LLP
67,755.00 705,600,00 Subtotals 798,248.77 13,067.33
Balance Due FROM Buyer 785,181,44
727,245.00 Balance Due TO Seller
795,000.00 785,000.00 TOTALS 798,248.77 798,248.77
Printed on D4/18/16 at 11:21:40AM by keristia ND1160202 / 95



_‘Master Settlement Statement
, ’ . - Buyer
Debit Credit _ Debit

Cradit

Buyer

Aqua llingls,. |nc.,, an liinols coépuxaﬁon

¢ &Y

Near North National Tifle LLC
Sefilement Agent _—

Printed an 04HG1E al 19:21 404U by kerisia
: Page20f2

NO1160302 /85

LH bl




Master Settlement Statement

Soller Buyer
Dablt Cradit ‘ ‘ Debit Crodit
Selier : Buyer
Crystal Clear Water Gorporalion & . Aqumi;jc an Hinols corporaluon L/
L
Bv; o BY: lpntecn it 1P

(Z)W\ : M.éu@a wa b i o fe
L

eay North Ndtignal Title LLC ’ ) :

Settlernent Agent

Printed on 04/15/16 at 11:21:40AM by keristla NO150302 195
Page 2t 2



CLOSING STATEMENT

SELLERS: CRYSTAL CLEAR WATER CO.
PURCHASER: AQUA ILLINOIS, INC.
PROPERTY: WATER SYSTEMS N UNINCORPORATED MCHENRY COUNTY, IL

CLOSING DATE: APRIL 19, 2016

Seller's Credits

Purchase Price $ 795,000.00
TOTAL $795,000.00

Purchasers' Credits

Real Estate Taxes

Full year 2015 (based on full year 2014 taxes of $2,482.70) $ 2,482.70
Prorated 2016 {1/1/16-4/19/16 - $2,492.70/366 X110 days) 3 858,17

TOTAL ) 3 3,351.87
BALANCE FROM PURCHASER FOR ACQUISITION $ 791,648.13




Seller's Reconciliation

Balance from Purchaser : 4 $ 791,64813
"LESS: Escrowed portion of purchase prica with Purchaser for IDOR payment

1Y 1DOR Seftlement estimale 5 8.716.48"
TOTAL ESCROW W{TH PURCHASER: g 8,715.46
BALANGE DUE AT CLOSING Fi‘\;om PURCHASERTO SELLER $ 781,932.87
Seller’s Disbursements -
Paymant to McHenry County Clerk for2014 taxes estof redsmption 3 3,302.25
Payment to McHenry County Clerk for 2013 taxes est.of redemption 5 3,770.58
Extended Coverage for Owner's Policy 3 250.00
Indirect Access and Enb:@orsement $ 175.00
Contiguity endorsement - -2 T & ... 175800
IL state policy fee 3 3.00
Tax payment servica fee L] 50.00
Later Date Examination..__ $ 150,00
One-half state transfer tax 3 35.85
One-half county transfer tax $ 17.93
Closing Protection Letter for Seller 3 50.00
Recording Fees for Relazsa 6 L8n | $ 50.00
One-half deed and monsy escrow fee ingluding one~half gap coverage fee $ 182500
Attorneys Fees to Matuszewich & Kelly LLP 3 4583305
TOTAL $ 54,687.65
NET BALANCE DUE TO SELLER $ 72724501

AQUA ILLINGIS, INC.

By:
fts:




Seller's Reconciliation

Balance from Purchaser -

LESS: Escrowed portion of purchase price with Purchaser for IDOR payment

1) IDOR Settliement estimate
TOTAL ESCROW WITH PURCHASER

BALANCE DUE AT CL.OSING FROM PURCHASER TO SELLER

Seller's Dishursements

Payment to McHenry County Clerk for 2014 taxes est.of redemption
Payment to McHenry County Clerk for 2013 taxes est.of redemption
Extended Coverage for Owner's Palicy

Indirect Access and Entry endorsement

Contigulty endersement

IL state poiicy fee

Tax payment service fee

Later Date Examination

One-half state transfsr tax

One-half county transfer tax

Closing Protection Lefter for Sefler

Recording Fees for Release of Lien

One-half deed and money escrow fee including one-haif gap coverage fee

Attomeys Fees to Matuszewich & Kelly LLP
TOTAL

NET BALANCE DUE TO SELLER

$ 79164813
3 8,715.48
3 §,715.46

$ 781,932,867

3 3,302.25
£ 3,770.58
$ 250.00
$ 175.00
3 175.00
3 3.00
B 50.00
B 150.00
$ 35.85
$ 17.93
$ 50.00
¥ 50.00
3 825.00
§  45833.05

—— T
$ 5468768

$ 727,245.01

AQU , INC, CRYSTAL CLEAR WATER CO.
By:i gh&m LUM,L&M?}M*' y&vlm By _
Its ¥ tine fasepr .

Iis:

ILLINOIS
: (ol Zﬁu«




Notice of Stop Order Demand for Payment
Bulk Sales

STATE OF

OlS

ARTMENT OF REVENLE
tax.lilinois.gov

May 23, 2016

il AR AR

1000 5. SCHUYLER AVENUE
KANKAKEE Il 60901 Seller name: CRYSTAL CLEAR WATER

co
Taxpayer [D; XX-XXX0349
BSS0: 16-0623

Dear Buyer(s) AQUA ILLiNOiS INC

We lssued a Bulk Saies Stop Order on April 01, 2016 that requured you to withhold $9,715.46 from the purchase amount
of the business identified above. This amount was to be held in escrow until all of the seller's taxes were paid through the
date of sale. The lliinois Compiled Statutes (35 ILCS 120/5j and 35 IL.CS 5/902) explain our authority to issue this stop
order and the right o demand payment from you.

The seller did not pay the liabilities and file the returns listed on the enclosed statement. Before the stop order can be
released, you or the seller must file these required returns and pay any amount owed for the seller’s liability periods.

We wiii review the selier's account when we receive your payment. We will notify you if any additional amounts are due. if
all lizbilities are paid, we will issue a Release of Bulk Sales Stop Order. When you receive the release, any remaining
funds that you have withheld may be paid to the seller. If the seller's account is currently under audit or in a hearing that
can result with additional liahilities, the Stop Order will not be released until a final determination is made and all liabilities

are paid,

If you do not respond to this letter promptly, we will begin enforcement action against you. This could result in the
revocation of your Certificate of Registration, which allows you to make sales of tangible personal property at retail in
{linois. If you operate without a valid Certificate of Registration, you will be guilty of a Class A misdemeanor. Each day
that you make sales without a valid Certificate of Registration is a separate offense. (35 ILCS 120/13).

Note: if you or the seller are currently operating under the protection of the Federal Bankruptcy Court, please contact us
and provide the bankruptcy number and the bankruptcy court. The bankruptcy “automatic stay” does not relieve your
obligation to file tax returns.

If you have any questions, please write br-call our-Chicago office weekdays between 8:30 a.m,“and 4:30 p-m. Our
address and telephone number are below.,
Megan Clasen, Revenue Tax Specialist

BULK SALES SECTION

ILLINOIS DEPARTMENT OF REVENUE
100 WEST RANDOLPH ST 7-400
CHICAGO IL 60601-3274

312 814-3063
312 783-3841 fax

IDOR-8-88BY (N-02/11)



Bulk Sales Stop Order Number: 16-0623

Directions: Pay each liability and file all returns listed on this statement. If you have more than
one liability, please write separate remittances and use the pre-addressed envelope we have
enclosed. If your payment is not made with a guaranteed remittance (i.e. certified check,
cashier's check, or money order), you must send us copies of your cancelled checks before
the stop order will be released. Please include the identification number and Bulk Sales Stop
Order number (BSS0) listed above on your payment. Send us your completed returns and
payments in the enclosed envelope (or to us at the address on the first page of this letter).

The following liabilities must be paid within 10 days:
IL Withholding Income Tax 1,458.35

IDOR-9-BSBY (N-D2/11)



STATE OF ILLINOIS
ILLINOIS COMMERCE COMMISSION

Aqua lllinois, Inc.

Petition for Approval of an Asset

Purchase Agreement, Issuance of a

Certificate of Public Convenience and : 15-0596
Necessity to Operate a Water System,

and for the issuance of an Order

Approving Rates, Accounting Entries and

Tariff Language.

ORDER
By the Commission:

L PROCEDURAL HISTORY

On November 9, 2015, Aqua lllinois, Inc. ("Aqua lllinais” or the “Company”) filed
with the lllinois Commerce Commission (“Commission”) a Verified Petition (“Petition”)
requesting that, pursuant to Sections 8-406 and 9-210.5 of the Public Utilities Act (“Act”),
220 ILCS 5/1-101 et seq., the Commission enter an Order: (1) approving Aqua lllinois’
Asset Purchase Agreement ("APA”) entered into between Aqua lllinois and Crystal Clear
Water Company (‘Crystal Clear”); (2) granting Aqua lllinois a Certificate of Public
Convenience and Necessity (“Certificate”), authorizing Aqua lllinois to construct, operate,
and maintain the assets of Crystal Clear in portions of unincorporated McHenry County,
liinois (the “Area”), pursuant to the terms of Aqua lilinois’ current Rules, Regulations, and
Conditions of Service as most recently approved by the Commission; (3) establishing the
ratemaking rate base for the Crystal Clear water assets purchased pursuant to the APA,;
and (4) approving applicable rates for the provision of water service in the Area,
accounting entries, and applicable tariffs. The Company further requested that the
Commission approve the proposed reorganization pursuant to Section 7-204 of the Act,
220 ILCS 5/7-204.

Pursuant to notice given in accordance with the law and the rules and regulations
of the Commission, a status hearing was scheduled in this matter before a duly-
authorized Administrative Law Judge ("ALJ") of the Commission at its offices in Chicago,
Hlinois on December 15, 2015. An evidentiary hearing was held in this matter on February
22, 2016. At the evidentiary hearing, Aqua lllinois presented the testimony and affidavits
of Craig L. Blanchette, President of Aqua lllinois, and of Paul J. Hanley, Controller of Aqua
llinois. Staff presented the testimony of Jonathan M. Sperry, a water engineer in the
Water Engineering Program of the Safety and Reliability Division of the Commission;



15-0596

Theresa Ebrey, an accountant in the Accounting Departiment of the Financial Analysis
Division of the Commission; Janis Freetly, a Senior Financial Analyst in the Finance
Department of the Financial Analysis Division of the Commission; and Christopher L.
Boggs, a rate analyst in the Rates Department of the Financial Analysis Division of the
Commission. At the conclusion of this hearing, the record was marked "Heard and
Taken”. No intervening petitions were filed in this matter. On March 11, 2018, Agua
lllinois filed a Draft Order that was reviewed and agreed to by Staff.

i BACKGROUND

Aqua lllinois is a wholly-owned subsidiary of Aqua America, Inc. (“Agua America”).
Aqua lllinois consists of ten tariff areas, serving approximately 72,200 customers in
thirteen counties. Aqua lllinois maintains regional offices in Kankakee, Danville, and
Wauconda, lllinois.

Crystal Clear currently owns, maintains, and operates a water system (the
“System”) that serves approximately 293 residences within mostly unincorporated
McHenry County, lllinois near and adjacent to the City of Crystal Lake.

On October 1, 2015, Aqua lllinois and Crystal Clear entered into the APA, wherein
Aqua lllinois agreed to purchase certain assets, properties, and rights of Crystal Clear for
a purchase price that is the greater of $750,000 or the Commission approved rate base
amount associated with the assets, excluding any allowed transaction and closing costs,
not to exceed $800,000, to be paid on the date that the transaction described in the APA
is closed.

Aqua lllinois’ Petition requested that the Commission use the procedures set forth
under Section 9-210.5 of the Act, 220 ILCS 5/9-210.5, to establish the ratemaking rate
base of Crystal Clear. On November 12, 2015, Aqua lllinois provided Eric Lounsberry,
the Commission's Acting Director of its Safety and Reliability Division, with an official
notice letter proposing three appraisers to be used to establish the fair market value of
the System as required by Section 9-210.5 of the Act. On November 16, 2015, Mr.
Lounsberry provided Aqua lllinois with a letter stating that “to the best of [his] knowledge
and belief, each appraiser meets the requirements of Section 9-210.5(c) of the Act as a
disinterested person licensed as a State certified general real estate appraiser[.]” On
November 18, 2015, Aqua lliinois provided to Staff copies of the contracts between Aqua
lllinois and those three appraisers. On December 1, 2015, Commission Staff filed a
Motion for entry into the record of the Affidavit of Jonathan M. Sperry and its
accompanying exhibits; Staff's motion also requested entry of an Interim Order finding
that the three appraiser engagement agreements proposed by Agqua lifinois were
reasonable and approved. Attached to the Affidavit were the three signed appraiser
engagement agreements entered into by the Company. Mr. Sperry recommended that
the Commission issue an Interim Order approving the terms of the appraiser engagement
agreements.

On December 16, 2015, the Commission entered an Interim Order finding
reasonable and approving the terms of the three appraisal engagement agreements that
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were submiitted to the Commission by Aqua lllinois. The three approved appraisers
subsequently performed independent appraisals pursuant to Section 9-210.5 of the Act,
the average of which represented the fair market value of the System.

Aqua lllinois proposes to certificate the current boundaries of Crystal Clear, with
certain modifications to expand the boundaries to align with existing section lines. Aqua
llinois duly served notice of this proceeding on all other municipalities located partly or
wholly within the Area, or within a corporate boundary that is within one and one-half miles
of the Area.

.  ASSET PURCHASE AGREEMENT

Pursuant to the terms of the APA, Aqua lllinois has agreed to purchase all of
Crystal Clear’s assets, properties, and rights which are held, used, or useful in connection
with the System and all related assets, properties, and rights. As further detailed by the
APA, these assets include: (a) all of the land, buildings, pipes, pipelines, wells, pumping
stations, lift stations, storage tanks, standpipes, fire hydrants, plants, structures,
improvements, fixtures, rights-of-way, rights, uses, licenses and easements owned by
Crystal Clear or in which Crystal Clear has an interest, and all hereditaments, tenements
and appurtenances belonging or appertaining thereto; (b) all machinery, equipment, tools,
vehicles, furniture, furnishings, leasehold improvements, goods and other tangible
personal property; (c} all supplies and inventories relating to the System; (d) all rights of
Crystal Clear under any written or oral contract, easement, license, agreement, lease,
plan, instrument, registration, permit, certificate, certificate of convenience and necessity,
or other authorization or approval of any nature, or other document, commitment,
arrangement, undertaking, practice or authorization; (e) all rights and choses in action of
Crystal Clear arising out of occurrences before or after the closing date of the instant
purchase; (f) all information, files, records, data, plans, contracts, and recorded
knowiedge, including customer and supplier lists and property records, related to the
foregoing. The APA further delineated specific assets that were excluded from the
purchase agreement.

IV. AQUA ILLINOIS POSITION

Aqua lllinois asserts that Crystal Clear is in need of a number of improvements,
and explains that the Company plans to invest approximately $350,000 in Crystal Clear
within the first year of operation and $492,000 over the first five years of owning the
System. Aqua lllinois explains that the lllinois Environmental Protection Agency (“IEPA")
has issued a number of violations on the System in the past, and of primary concern is
the lack of a backup generator and adequate storage facilities. Aqua lllinois’ investment
plan addresses both of these issues in the first year of ownership. Aqua lllinois further
explains that the wells and related structures need to be updated and that it has budgeted
$40,000 to get the wells and related structures in proper working condition. Further, Aqua
Ilinois explains that Crystal Clear's meters need to be replaced with meters that can be
read remotely, because there are a significant number of unmetered properties within the
development. Agqua lllinois has budgeted $90,000 to update the System’s meters. In
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light of these planned improvements, the Company seeks approval of expenditures for
capital improvements over the first five years of owning the System.

Agua lllinois asserts that the proposed acquisition and its subsequent investment
plans wili promote the public convenience and necessity, and is necessary to provide
adequate, reliable, and efficient service to the current customers of Crystal Clear. Aqua
Hllinois states that, if the Acquisition is approved, the current owners will no longer own
water system assets within the Area, and Agua illinois will be the sole provider of water
service to those customers. Agua lllinois further asserts that it is not aware of any other
entity that has expressed interest in providing service to Crystal Clear.

A. Rate Base

Aqua lllinois proposed to establish the rate base for the Crystal Clear system
pursuant to Section 9-210.5 of the Act, which establishes an alternative procedure
whereby a large public water and wastewater utility such as Aqua lilinois may choose to
establish the ratemaking rate base for an acquired water or wastewater utility. Section 9-
210.5 states that three appraisers selected by the Commission’s Water Department
Manager shall perform three independent appraisals of the System. The average of the
three appraisals will represent the fair market value of the acquired water and/or
wastewater assets. Thereafter, the lesser of the purchase price of the System or the
appraisal-determined fair market value of the System plus transaction costs will constitute
the rate base, subject to any Commission adjustments necessary to ensure that the rate
base reflects prudent and useful investments in the provision of public utility service.

In accordance with the Act, on November 12, 2015, Aqua lllinois provided Staff
with an official notice letter proposing three appraisers to be used to establish the fair
market value of the System. The three appraisers Aqua lilinois selected were: (1) Ms.
Elizabeth K. Goodman of Goodman Appraisal Consultants LLC, located at 6260 Lake
Drive, Suite 718, Cudahy, Wi 53110; (2) Ms. Patricia A. Bellack of ValueKnowledge LLC,
located at 233 South Wacker Drive, Suite 9450, Chicago, IL 60606; and (3) Mr. Jay M.
Heap of Jay M. Heap & Associates, Ltd,, located at 310 W. Jefferson Street, Morris, IL
60450. On November 16, 2015, Mr. Lounsberry notified Aqua lilinois, in writing, that he
approved the three appraisers proposed by the Company.

The three appraisals were completed in December of 2015. The appraised values
for Crystal Clear were as follows: (1) Ms. Goodman, $837,000; (2) ValueKnowledge,
$748,000; and (3) Mr. Heap, $800,000. The average of the three appraisals determined
that the fair market value of Crystal Clear is $795,000.

Based on the average of the three appraisals, Agua lllinois asserts that the
purchase price will be $795,000 for the System. Given that the purchase price is the
same as the combined appraised values of the System, the Company proposes the rate
base of the System to be the purchase price plus the transaction costs. The average
appraisal of Crystal Clear is calculated to be $795,000; therefore the proposed rate base
(including estimated transaction costs of $70,000) for Crystal Clear is $865,000. Mr.
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Blanchette testified that Aqua lliinois proposes to include the Crystal Clear system in its
Consolidated Water Division.

B. Aqua lllincis has the Technical, Financial, and Managerial Ability to
Operate and Maintain the System

Mr. Blanchette, President of Aqua lllinois, testified that Agua lilinois has the
financial, technical, and managerial ability to operate and maintain the Crystal Clear
system assets.

According to Mr. Blancheite, Aqua lllinois currently provides service to
approximately 62,400 water customers and 9,100 sewer customers throughout lllinois.
Mr. Blanchette asserted that aliowing Aqua lliinois to provide water service in these
unincorporated areas of McHenry County will not impose a significant financial or other
burden on Aqua lllinois or its existing customers. Mr. Blanchette also testified regarding
Aqua lllinois’ extensive and proven track record in the acquisition, operation, and
management of water and/or wastewater systems of all sizes and financial conditions
throughout the state. Notably, Aqua lilinois has had considerable success rehabilitating
troubled systems, which is directly relevant in the case of Crystal Clear, and Aqua lllinois
has the managerial, financial and technical ability to bring financial and operational
stability to Crystal Clear.

C. There are No Other Municipal Corporations or Other Entities that are
Able to Provide Service in a More Cost-Effective Manner

Mr. Blanchette testified that no other municipal corporations or other entities are
willing or able to provide water service to customers of Crystal Clear. Aqua lllinois also
notes that it served notice of this proceeding on all other municipalities located partly or
wholly within the Area or with a corporate boundary within 1% miles of the Area.

D. Aqua lllinois has Demonstrated that it has Proposed the Least-Cost
Means for Providing Service in the Proposed Certificated Area

Mr. Blanchette testified that the Company will provide the least-cost public utilities
services in the Proposed Certificated Area and that the Company’s proposed acquisition
will not impose a significant financial burden on Aqua lllincis or its existing customers.

E. Rates

Mr. Blanchette testified that Aqua lllinois proposes to include the Crystal Clear
system in its Consolidated Water Division.

As for the depreciation rates for the System, Aqua lllinois proposes to use the
depreciation rates currently in effect for the Company’'s Consolidated Water Division, as
approved by the Commission in Docket No. 11-0436.
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V. STAFF POSITION

Staff witness Mr. Sperry noted that Aqua llinois testified as to its extensive
experience and capability in acquiring, managing, supervising and efficiently operating
water systems, and noted that Aqua lllinois has successfully undertaken numerous similar
transactions in the last two decades. Mr. Sperry testified he had no reason to dispute
Aqua lilinois’ assertion that the proposed reorganization will not diminish the ability of
Agua lllinois to provide adequate, reliable, efficient, safe, and least-cost public utility
service, as required by Section 7-204(b)(1) of the Act. Mr. Sperry also testified that, in
his opinion, the proposed reorganization is unlikely to have a significant adverse effect on
competition in those markets over which the Commission has jurisdiction, as required by
Section 7 204(b)(6) of the Act. Mr. Sperry stated he did not object to Aqua lilinois’
proposed depreciation rates.

Mr. Sperry recommended that, pursuant to Section 89-210.5(h) of the Act, in Aqua
Hlinois' next rate case the costs of service of Aqua lllinois’ Consolidated Water Division
and the Crystal Clear water system should be combined under the same rate tariff. Also,
pursuant to Section 9-210.5(m) of the Act, the Company shall require that any contractor
or subcontractor that performs work on the Crystal Clear water system shall be a
responsible bidder as described in Section 30-22 of the lllinois Procurement Code.

Staff witness Ms. Freetly testified that Aqua lllinois is capable of financing the
proposed system upgrades without significant adverse financial consequences for the
Company or its customers. Ms. Freetly also testified that the proposed acquisition will
not impair Aqua lllinois’ ability to raise necessary capital on reasonable terms, as required
by Section 7-204(b)(4) of the Act.

Staff witness Ms. Ebrey testified that the proposed reorganization will not result in
the unjustified subsidization of non-utility activities by the utility or its customers and that
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
that are properly included by the utility for ratemaking purposes. Ms. Ebrey
recommended that only the actual transactional costs that are reasonabie be recorded in
Account 301 Organization and that these costs be amortized at the composite
depreciation rate of 3.1%.

Regarding allowable appraisal fees, Ms. Ebrey also noted that the Company
interprets the 5% limitation in Section 9-210.5(d) as a “maximum per appraiser.” Ms.
Ebrey disagreed with this interpretation and opined that the 5% limitation is placed on the
total of the appraiser fees. Since the total of the appraiser fees supported by the
Company is less than the 5% limitation, this is @ moot point.

Ms. Ebrey stated she could not opine to the reasonableness of estimated
transactional costs of $70,000 as the costs beyond the invoiced legal costs and
$39,018.64 for appraisals is not yet known. Since the Commission cannot make a finding
concerning the amount of transaction and closing costs in total that will be recorded in
Account 301 Organization and included in rate base for the acquisition of Crystal Clear,
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Ms. Ebrey testified that these costs will be reviewed for reasonableness in the Company’s
next rate case.

Staff recommended that the Company file the final accounting entries for the
transaction, showing the actual dollar values of all involved accounts, as a filing on the
Commission's e-Docket system in this Docket and also in email to
AccountingMgr@icc.illinois.gov within sixty (60) days of the transaction date and, if the
transaction has not occurred within six months of the Final Order in this proceeding, then
the Company shall file a status report at six month intervals until the journal entries are
filed on the Commission’'s e-Docket system and also in email to
AccountingMgr@icc.illinois.gov.

Staff witness Mr. Boggs testified that the effects of the proposed reorganization as
a whole must be considered to determine whether the rate impact is likely to be adverse.
Mr. Boggs stated that, although the new rates will result in an approximate 100% rate
increase for current, average-use Crystal Clear residential customers, Aqua lllinois’ rate
proposal is well below the rate cap set forth in Section 9-210.5(g). Additionally, Mr. Boggs
opined that Crystal Clear’s current customers can expect to see a significant improvement
in service quality in conjunction with the rate increase. Mr. Boggs recommended that the
Commission should find that granting the Certificate is not likely to result in any adverse
rate impact on customers as required under Section 7-204(b)(7) of the Act.

Staff does not oppose the Commission granting this request, subject to the
inclusion of specific findings, including:

. that Aqua lllinois shall file revised Rules, Regulations, and Conditions of
Service tariffs for water service that include the proposed certificated
service area, consistent with Aqua Ex. 1.2;

. that Aqua lllinois shall notify the Commission when the acquisition is
complete;
. that Agqua lllincis shall combine the costs of service of Aqua lllinois’

Consolidated Water Division and the Crystal Clear water system under the
same rate tariff in the Company’s next rate case;

. that Aqua [llinois shall comply with Section 30-22 of the lllinois Procurement
Code regarding contractors or subcontractors performing work on the
Crystal Clear water system;

) that Aqua lllinois shall file the final accounting entries for the transaction,
showing the actual dollar values of all involved accounts, as a filing on the
Commission's e-Docket system in this Docket with a copy fo the
Commission’s Accounting Department at AccountingMgr@icc.illinois.gov
within sixty (60) days of the transaction date and, if the transaction has not
occurred within six months of the Final Order in this proceeding, then the
Company shall file a status report at six month intervals until the accounting
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entries are filed on the Commission's e-Docket system with a copy to the
Commission’s Accounting Department at AccountingMgr@icc.illinois.gov;

. that the Company shall recommend specific language for inclusion in the
final Order regarding accrual of costs for financing and depreciation of post-
acquisition improvements; and

. that the Commission shall include in its Final Order the specific findings and
orderings language recommended by Ms. Ebrey in Staff Ex. 2.0.

VI. COMMISSION ANALYSIS AND CONCLUSION

As indicated above, Aqua lllinois seeks authorization to purchase substantially all
of the water system assets of Crystal Clear pursuant to an Asset Purchase Agreement.
Aqua Hiinois also seeks a Certificate of Public Convenience and Necessity to construct,
operate, and maintain the assets of Crystal Clear in portions of unincorporated McHenry
County, lllinois, pursuant to the terms of Aqua lllinois’ current Rules, Regulations, and
Conditions of Service as most recently approved by the Commission. Aqua lllinois also
requests that the Commission use the procedures set forth in Section 9-210.5 of the Act
to establish the ratemaking rate base for the Crystal Clear water assets purchased
pursuant to the APA. Aqua llinois also seeks approval of applicable rates for the
provision of water service in the Area, accounting entries, and applicable tariffs and asks
the Commissicn to approve the proposed reorganization pursuant to Section 7-204 of the
Act, 220 ILCS 5/7-204. Aqua lllinois asks the Commission to grant any and all other
appropriate relief.

The Commission has reviewed the record of this proceeding and finds that Aqua
lllinois has presented sufficient evidence to support its requested relief pursuant to
Sections 7-204, 8-406, and 9-210.5 of the Act.

The record shows that there is a need to provide adequate, reliable and efficient
service to the customers within portions of unincorporated McHenry County, lllinois. As
an experienced water and wastewater utility in the State of lllinois, Aqua lllinois has
demonstrated that it has the technical, financial and managerial ability to construct,
operate and maintain the water distribution system of Crystal Clear. Agua lllinois has
also shown that the ownership, operation, and maintenance of the System by Aqua lllinois
is the least-cost means of providing service to the customers of the System. Furthermore,
Aqua lllinois has demonstrated that it is capable of efficiently managing and supervising
the activities necessary to provide water service to the System.

In light of these findings, and consistent with Aqua lllinois’ request, which Staff
supports, the Commission grants the requested Certificate and applicable tariffs for the
System as presented by Aqua lllinois and agreed to by Staff. The Commission further
concludes that, effective as of the date of closing of the acquisition, Crystal Clear shall
permanently abandon and be deemed to have permanently abandoned all water service.

The Commission agrees with the recommendation of Staff and Aqua lllinois to
consolidate Crystal Clear with Aqua lllinois’ Consolidated Water Division. The
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Commission approves Aqua llinois’ proposal to adopt the Company's existing
misceilaneous charges, return check charges, late payment fees, state add-on taxes, and
other fees for Crystal Clear. The Commission finds it reasonable that Aqua illinois apply
the current depreciation rates in effect for Aqua lllinois’ Consolidated Water Divisions, as
identified in Aqua Ex. 2.1, Schedule 7.

The Commission approves Aqua lllinois’ proposed accounting entries applicable
to the Crystal Clear system, subject to Staff's modifications and as set forth in Appendix
A attached hereto. As discussed above, Staff recommends that Aqua lilinois 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, Agua lllinois is directed to file a report in this Docket with the Commission’s
Chief Clerk, indicating the date on which the closing of the transaction occurred. Agua
llinois shall also provide a copy of this filing to the Director of the Commission’s Safety
and Reliability Program.

The ratemaking rate base for the Crystal Clear water system that has been
supported in this case is $844,889. This amount is derived from the average appraisal
value of $795,000, the actual appraiser fees of $39,019 and the transaction costs of
$10,870 that have been supported by the evidence presented in this case. Since the
Company has provided evidentiary support for only $10,870 of the estimated $30,981 for
other transaction costs, only that amount is approved in this case to be included in rate
base. Any additional costs incurred by the Company to consummate the acquisition may
be reviewed for reasonableness in the Company's next rate case.

Regarding the proposed reorganization, the Commission finds that: (1) the
reorganization will not diminish Aqua lllinois’ ability to provide adequate, reliable, efficient,
safe and least-cost public utility service; (2) the reorganization will not result in the
unjustified subsidization of non-utility activities by Aqua lllinois or its customers; (3) costs
and facilities will be fairly and reasonably allocated between utility and non-utility activities
in such a manner that the Commission may identify those costs and facilities that are
properly included by the utility for ratemaking purposes; (4) the proposed reorganization
will not significantly impair Aqua lilinois’ ability to raise necessary capital on reasonable
terms or to maintain a reasonable capital structure; (5) Aqua lllinois will remain subject to
all applicable laws, regulations, rules, decisions and policies governing the regulation of
{llinois 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 Commission also finds that the evidence in this proceeding indicates that the
capitalization of Aqua lllinois will not change. Further, there are no anticipated savings
that will result from the proposed reorganization. Consistent with previous cases, the
Commission finds that any reorganization savings that do occur which reduce Agqua
lllinois’ cost of service shall be subject to being passed on to ratepayers through the
normal rate proceeding process. The Commission also finds that Aqua Hlinois shouid not
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be allowed to recover any costs incurred in accomplishing the proposed reorganization
from its regulated services customers.

in the Commission’s view, the accounting treatment agreed to by Staff and Aqua
is appropriate and should be approved. Therefore, Aqua is directed to file with the
Commission's Chief Clerk, within 60 days of the completion of the transaction, the actual
journal entries reflecting plant and accumulated depreciation totals as of the date
ownership was transferred. A copy of these documents shall aiso 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 Aqua lllinois’ Consolidated Water Division should be applicable in
the area certified in this proceeding. Additionally, the Commission concludes that the
rates and tariffs presently applicable in Consolidated Water Division should be applicable
in the area certified in this proceeding.

Agqua should comply with Section 9-210.5(h) of the Act when filing its next rate
case; and ensure that any contractor or subcontractor engaged to perform work on the
Crystal Clear water system is a responsible bidder as described in Section 30-22 of the
Hlinois Procurement Code, pursuant to 8-210.5(m) of the Act.

Subject to these conditions, and other determinations contained herein, the
Commission approves the Asset Purchase Agreement identified as Aqua Exhibit 1.3 in
this proceeding, and authorizes Aqua 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 Aqua
to provide water service to the customers of unincorporated McHenry County.

VIl. FINDINGS AND ORDERING PARAGRAPHS

The Commission, having given due consideration to the entire record herein and
being fully advised in the premises, is of the opinion and finds that:

(1)  Aqua lllinois, inc. provides water and sewer service to the public within the
State of lllinois and, as such, is a public utility as defined in Section 3-105
of the Public Utilities Act;

(2)  the Commission has jurisdiction over the Company and the subject matter
herein;

(3) the recitals of fact and conclusions of law reached in the prefatory portion
of this Order are supported by the evidence of record, and are hereby
adopted as findings of fact and conclusions of law;

(4)  Aqua llfinois has met the requirements of Sections 7-204, 8-406, and 9-
210.5 of the Public Utilities Act;
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the Asset Purchase Agreement listed in Aqua Ex. 1.3 is approved subject
to the conditions set forth herein,;

the proposed certificated service area as depicted and iegally described in
Aqua Ex. 1.1 is approved and is hereto attached as Appendix B;

the proposed water depreciation rates of Aqua Hlinois’ Consolidated Water
Division should be approved for the Crystal Clear system, as identified in
Aqua Ex. 2.1, Schedule 7;

the Company’s current Consolidated Schedule of Rates For Water Service
and Rates, Rules, Regulations, and Conditions of Service tariffs, including
Aqua lllinois' existing miscellaneous charges, return check charges, late
payment fees, state add-on taxes and other fees, are applicable to
customers in the Area;

Aqua lllinois’ proposal to utilize the Consolidated Water Division Rates for
Area customers is in compliance with Section 9-210.5(g) of the Act;

the accounting entries to record the purchase of the water system as
reflected in Appendix A attached hereto, are approved, and the transaction
costs resulting from the purchase of the Crystal Clear Water System will be
included in Aqua lilinois’ rate base as organization costs, and the
organization costs will be amortized above-the-line in Account 407.3
Amortization of Other Utility Plant;

the Company is in compliance with Section 7-204(b}(2) of the Act, as the
proposed reorganization will not result in unjustified subsidization of non-
utility activities by the utility or its customers;

the Company is in compliance with Section 7-204(b)(3) of the Act, as 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 that are properly included by the utility for ratemaking
purposes;

the Company did not identify any savings from this reorganization but
recognized the possibility of future operating expense and/or capital cost
reductions resulting from operating efficiencies achieved through the
proposed reorganization, Pursuant to Section 7-204(c)(i) of the Act, any
such future operating expense and/or capital cost reductions shall be
identified in the Company’s applicable future rate case and the Company
shall flow such reductions through to ratepayers;

11
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pursuant to Section 7-204(c)(ii) of the Act, any costs incurred in
accomplishing the proposed reorganization shall not be recoverable from
ratepayers,

in Aqua lllinois’ next rate case for the Consolidated Water Division, Crystal
Clear and Aqua lllinois’ Consolidated Water Division and their costs of
service shall be combined under the same rate fariff for ratemaking
purposes, pursuant to Section 9-210.5(h) of the Act;

Agua [llinois’ post-acquisition improvements shall accrue a cost for
financing set at Aqua lllinocis’ rate for allowance for funds used during
construction, inclusive of the debt, equity, and income tax gross up
components, after the date on which the expenditure was incurred by Aqua
Hlinois until the investment has been in service for a four year period or, if
sooner, until the time the rates are implemented in Aqua lllinois’ next rate
case, pursuant to 220 ILCS 5/9-201.5(i);

Aqua lllinois’ post-acquisition improvements shall not be depreciated for
ratemaking purposes from the date on which the expenditure was incurred
by Aqua until the investment has been in service for a four year period or, if
sooner, until the time the rates are implemented in Aqua’ s next rate case,
also pursuant to 220 ILCS 5/9-201.5(i);

the accounting entries to record the purchase of the water system as
reflected herein on Appendix A are approved, and the transaction costs
resuiting from the purchase of the Crystal Clear Water System will be
included in Aqua lllinois’ 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;

the ratemaking rate base for the Crystal Clear water system that has been
supported in this case is $844,888. Any additional costs incurred by the
Company to consummate the acquisition may be reviewed for
reasonableness in the Company’s next rate case;

Agua lllinois shall comply with Section 9-210.5(m) of the Act if Aqua Hlinois
hires a contractor or subcontractor to perform work on the Crystal Clear
water system;

Agqua lilinois shall file a report with the Chief Clerk of the Commission in this
Docket within seven days after the closing on the proposed acquisition,
indicating the date on which the closing on the transaction occurred and
shall provide a copy of the same to the Director of the Commission's Safety
and Reliability Division;

Agua lllinois shall file revised tariffs sheets for water service consistent with
Agqua Exhibit 1.2, within fifteen (15) days prior to the closing of the

12
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acquisition, with an effective 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;

(23) the Company shall file the final accounting entries for the recrganization,
showing the actual dollar values of all involved accounts, as a filing on the
Commission’s e-Docket system in this docket and also in email to
AccountingMgr@icc.illinois.gov within sixty (60) days of the reorganization
date. If the reorganization 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 and also in email to AccountingMgr@icec.illinois.gov; and

(24) upon entry of the Final Order in this proceeding, and effective as of the date
of closing of the acquisition, Crystal Clear shall permanently abandon and
be deemed to have permanently abandoned all water service, and its
Certificate shall be cancelled.

IT 1S THEREFORE ORDERED by the lilinois Commerce Commission that Aqua
Hlinois' Petition is granted, subject to the conclusions and findings set forth above.

iT IS FURTHER ORDERED by the Commission that a Certificate of Public
Convenience and Necessity is hereby granted to Aqua lilinois pursuant to Section 8-406
of the Act as follows:

CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY

IT IS HEREBY CERTIFIED that the public convenience and
necessity requires the construction, operation, and maintenance of a water
supply and distribution system and, in connection therewith, the provision
of public utility water service by Aqua lllinois, Inc. in portions of McHenry
County, lllinois, as shown on a map and legally described in Aqua Ex. 1.1,
and in attached Appendix B.

IT IS FURTHER ORDERED that the proposed rates set forth herein, and the terms
and conditions of service set forth in the Asset Purchase Agreement are approved.

IT IS FURTHER ORDERED that the proposed water depreciation rates of Aqua
lllinois’ Consolidated Water and Sewer Divisions are approved for the Crystal Clear
system, as identified Aqua Ex. 2.1, Schedule 7.

IT IS FURTHER ORDERED that Aqua lllinois is authorized to make the accounting
journal entries to record the proposed transaction as are found appropriate in the
determinations made above.

13
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IT IS FURTHER ORDERED that Aqua lllinois is directed to file with the Chief Clerk
of the Commission, within 60 days of the completion of the transaction, the actual journal
entries made to record the acquisition of Crystal Clear's water system assets pursuant to
the Asset Purchase Agreement a copy of this filing 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, Aqua lllinois is directed to file a report in this Docket with the Chief
Clerk of the Commission, indicating the date on which the closing on the transaction
occurred; Aqua lllinois shall also provide a copy of this filing to the Director of the
Commissicn’s Safety and Reliability Division.

iT 1S FUTHER ORDERED that Aqua lllinois 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 Aqua lllinois hires a contractor or subcontractor to perform work on
the Crystal Clear Water System.

IT IS FURTHER ORDERED that any motions, petitions, objections, and other
matters in this proceeding which remain outstanding are hereby denied.

IT 1S FURTHER ORDERED that, subject to the provisions of Section 10-113 of the
Public Utilities Act and 83 lll. Adm. Code 200.880, this Order is final; it is not subject to
the Administrative Review Law.

By Order of the Commission this 29th day of March, 2016.

(SIGNED) BRIEN SHEAHAN

CHAIRMAN
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Appendix A

Agqua lilinois tnc
Acquisition of Crystal Clear Water Company
Docket No. 15-0596
Accounting Entries to Record Purchase

Account Description Debit Credit

tournal Entry #1 - To record the initial purchase price to Arcount 104

104  Utility Piant Purchased or Sold $834,019
131 Cash $834,019

Note: Includes purchase price of $795,000 plus appraisal costs of $39,019

Journal Entry #2 - To transfer at closing the initial purchase price from Account 104 to the appropriate utility plant accounts

301 Qrganization 35,019
303 Land 50,500
304  Structures and Improvements - Prod. 162,480
365 Collecting and Impounding 102,450
307  Waeils and Springs 12,530
331 Mains 354,430
333 Services 48,5940
334 Meters 14,680
335 Hydrants 8,930
104 Utility Plant Purchased or Sald 834,019

Note: Per Company response to Staff data request TEE 1.05 Attachment 1

Iournal Entry #3 - To record the annual depreciation of the utility plant in service
403  Depreciation Expense 18,117
108 Accurnulated Depreciation 18,117

Note: Depreciation expense is accourts 304 through 335,Company response to Staff data request TEE 2.01 Attachment 1

Journal Entry #4 - To record the anpual amortization of organizational costs
4C7.3  Amaortization of Other Utility Plant 1,210
301  Organizaticnal Costs 1,210

Note: Amortizotion of appraisol costs {orgonization costs in 301} * 3.1%




Appendix B

SECTION: 10, TOWNSHIP: 43N, RANGE: BE (NW 1/4)
SECTION: 10 , TOWNSHIP: 43N, RANGE: BE (NW 1/4 OF THE SW 1/4)

AQUA ILLINOIS - CRYSTAL CLEAR WATER SYSTEM
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LEGAL DESCRIPTION

Aqua Hfinois Crystal Clear Water System defined as follows;

Northwest 1/4, Section 10, Township 43N, Range 8E, (of the 3rd Principal Meridian};

and the Northwest 1/4 of the Southwest 1/4, Section 10, Township 43N, Range 8E {of the 3rd Principal Meridian}; ,I':Ia:aﬁz;m
Encompassing an Area of 198.4 Acres. SCALE 1800




Beginning Investment (Purchase Price)
Additionat Capital
Total Invesiment

Customers f Growth

Residential Rate (Annual)

AQUA ILLINOIS - CRYSTAL CLEAR WATER

WATER
2014 2416 2017
Current Year 1 Year 2
$ Be5,000 3 865,000
$ 350000 $ 18000 3 368000 %
§ 1,215,000 $ 1,233,000
283 0 293 [+ 283

AnnualiCust  Increase  Annual/lCus{  Increase  Annual/Cust

$201 84% 5534 0.0%

{Monthty) $24 544 544

Revenues:
Residential B5,180 156,406 156,406
Other - manual adjustmest to agree with 2014 annual report {12,033 - -
Other - - -
Net Revenues % 73,156 % 156,406 $ 156,406
Expenses.
Operation and Mainlenance 3 137,754 S 59,417 $ 60,863
Other Taxes - 0.8% of rate base 8,132 7.843 7,797
Depreciation 2.3% 11,510 270,702 28,112

Subtotal 157,386 94,982 96,772
Income Before interest and lacome Taxes {84,240) 61,444 50,634
Interest {(47% rate base) 4.25% - 16,102 15,800
Income YTaxes (Fed and Siate 41.175%) (stale 7.75%) 40% (33,700 15,200 17,500
Net Gain /(Loss) $ (50,540 3 27142 5 26,234
Rate Base § 806,128 § 796015
Operating Income $ 43,244 $ 42,134
Returmn on Rate Base 5.36% 5.29%
Return on Equity { Based on 53% of Rate Base} 6.35% 6.22%
OPERATIONS AND MAINTENANCE: Increase Increase
Labor 5946 5 54,133 3 17.422 25% & 17.B57
Employee Benefils 19.48 - 5,708 2.5% 5,850
Power 2347 11,837 6,877 2.5% 7.049
Chemicals 20.28 - 5942 2.5% 6.084
Management Fees - Corporate 28.85 - - 2.5% -
Management Fees - States 344 - B 2.5% “
Cust Operations-ACO Allocation 9.85 - - 2.5% -
Cust Operations - Direct 6.33 - - 2.5% -
Qutside Serv - Accounting 1.64 . . 2.5% -
Qutside Serv - Lab test 1.13 - 331 2.5% 339
Outside Serv - Operation 15.86 - 4,647 2.5% 4,763
Outside Services - Maintenance 12,14 2,235 3,557 2.5% 3.6486
Oulside Serv - Other 016 - 47 2.5% 48
Leases 0.43 4,274 126 2.5% 129
Supplies 6.75 - 1,978 25% 2,027
Transportation 7.15 - 2,095 2.5% 2,147
Insurance 113 2,250 3,314 2.5% 3,397
Bad [ebt Expenze 1.0% - 1,564 1.0% 1,564
Other Expense 19.83 63,275 5810 2.5% 5,955
Total Q&M 5 137754 $ 59,417 24% % 60,863
0&M Per Customer ] 470 $ 203 24% 5 208

3
18000 3
5

0

2018
Year 3

865,000
386,000

1,251,000

233

Increase  Annual/Cust

26.2% §$674 2.5% 2.5%
$56 558

197,384
$ 187384
$ 77441
7.745
28523
113,712
83673
15,680
27,200
5 406,783
$ 785492
3 56,473
7.19%
8.80%

Increase
258% § 18,304
2.5% 5,957
2.5% 7,225
2.5% 6,243
2.5% 8,453
2.5% 1,008
2.5% 2,888
2.5% 1.855
2.5% 481
2.5% 348
2.5% 4,882
2.5% 3,737
2.5% 49
2.5% 132
2.5% 2,078
2.5% 2,201
2.5% 3,482
0% 1,974
2.5% 6,104
272% § 77.441
272% % 264

§

88,000

0

Increase

2019
Year 4

$ 865,000

$ 474,000

$ 1,339,000

293

Annual/Cust

202,219

$ 202319

Increase
2.5%
2.5%
2.5%
2.5%
2.5%
2.5%
2.5%
2.5%
2.5%
2.5%
2.5%
2.5%
2.5%
2.5%
2.5%
2.5%
2.5%
1.0%
2.5%

25%

2.5%

3 79.377
8,245

.. 30529
148,150G

84,169
16,838
27,000
5 842,963
§ 57,180

8.78%
9.03%

§ 18761
6,147
7,408
5,395
8,664
1,033
2,961
1,801

493
57
5,004
3,831
50
136
2,130
2,256
3,569
2,023
8,257

5 79,377

3 271

$

$
18,000 §
$

0

2020
Yoar &

865,000
492,000
1,357.000

293

Increase  AnnualiCust

$50
207,377
3 207.377
$ 81,38t
B,17%
30,940
120,479
86,898
18,580
28,200
§ 42118
$ 830,024
$ 55508
7.07%
9.57%

increase

25% % 19,230
2.5% 6,300
2.5% 7.501
2.5% 6,559
2.5% 8,881
2.5% 1,059
2.5% 3,035
2.5% 1,640
2.5% 565
2.5% 365
2.5% 5128
2.5% 3,026
2.5% 52
2.5% 13g
2.5% 2,183
2.5% 2,312
2.5% 3,658
1.0% 2,074
2.5% 6,412
25% 3 81,361
25% 3 278



AQUA ILLINOIS - CRYSTAL CLEAR WATER
WATER

Average Residential Bill

Gallons Customer Rates Usage QIPS Gross Revenue Tax {ICC} TOTAL
AlU Billing Units Gallons Equals Billing Units Charge 1000 Gallons 1000 Gallons Subtotal Rate%  Charge Rate % Charge BILL
Crystat Clear 4200 4.20 $12.00 $2.8059 $12.20 $24.20 6.00% $0.00 0.10% £0.02 $24.23
5/8" Meters
Gallons Customer Rates Usage QiPs Gross Revenue Tax (ICC) TOTAL
A/)  Billing Units Galons Equals Billing Units Charge 1000 Gallons 1000 Gallons Subtotal Rate%  Charge Rate % Charge BILL
Consolidated Division 1000 Galions 4200 4.20 $14.86 56.5394 $27.47 $42.33 5.00% $2.12 0.10% $0.04 $44.48

Rate Increase: 84%

*Cansumption data does not exist in the 2014 annual report. Therefore,
we utifized the McHenry Shores average residentiat usage of 4200
gailons.



ITEM

urchase Price

Closing Costs

Meters and Pils

Vaive&Hydrants

Building & Grounds

SCADA/OMN!

Breaks/Main Replace

Service Line Renewals

Security

Landscaping

Generator

5000 Gallon Hydro Tank

Crystal Lake Connection

25000 Gallon Ground Tank w/ Foundation
Capital Improvements - Estimated QIPS

TOTAL CAPITAL OUTLAY

TOTAL CAPITAL SPENDING

AQUA ILLINOIS - CRYSTAL CLEAR WATER

WATER
2016 2016 2017 2018 2019 2020 TOTAL
795,000 795,600
70,000 70,000
90,000 80,000
20,000 5,000 5,000 5,000 5,000 40,000
40,000 5,000 5,000 5,000 5,000 60,000
20,000 20,000
20,000 3,000 3,000 3,000 3,000 32,000
25,000 5,000 5,000 5,000 5,000 45,000
15,000 15,600
10,000 10,000
50,000 50,000
35,000 35,000
25,000 25,000
0
70,000 70,000
865,000 350,000 18,000 18,000 88,000 18,000 1,357,000
350,000 368,000 386,000 474,000 492,000



AQUA ILLINOIS, INC.
AQUA ILLINOIS - CRYSTAL CLEAR WATER
RATE BASE PROJECTION

WATER

Rate Base Projection as of 12/31/2015;
Utility Plant $ 795000
Woaorking Capilal 11,128
Other -

RATE BASE (ESTIMATED) $ 806,128



AQUA ILLINOIS, INC
AQUA ILLINOIS - CRYSTAL CLEAR WATER

ACCOUNTING ENTRIES
Journal Entry # 1 To record funding.
Account Description : Dehit Credit
104  Utility Plant Purchased or Sold 795,000
104 Closing Costs 70,000
131 Cash {865,000)

Journal Entry # 2 To record purchase at closing.

Account Description Debit Credit
104 Utility Plant Purchased or Sold {795,000)
104 Closing Costs (70,000)
300 Utility Plant In Service 785,000

795,000 (865,000)




AQUA ILLINOIS, INC.
AQUA ILLINOIS - CRYSTAL CLEAR WATER
DETAIL OF UTILITY PLANT IN SERVICE

Assets

intangible Plant

Organization

Franchises & Consents
Source of Supply Plant

Land and Land Rights
Structures and Improvements
Collecting & Impounding Res.
Lake, River and Other Infakes
W ells and Springs

Supply Mains

Pumping Plant

Land and Land Rights
Structures and Improvements
Power Generaling Equipment
Source of Supply & Pumping Eguip.
Source of Supply & Pumping Equip. -
Transmission & Distribution Pumping
W ater Treatment Plant

Land and Land Rights
Structures and improvements
W ater Treatment Equipment
Transmission & Dist. Plant
Land and Land Righis
Structures and Improvements
Dist. Reservoirs & Standpipes
T & D Mains

Services

Meters

Meter Installations

Hydrants

Other Plant & Misc. Equipment

Acet. Purchase Price Rate
301 $ - 0.00%
302 - 0.00%
303 90,500 0.00%
304 162 480 4.17%
305 102,450 1.50%
306 - 1.47%
307 12,530 1.67%
309 - 1.89%
303 - 0.00%
304 - 2.27%
310 - 3.33%
311 - 3.13%

311.26 - 313%

3114 - 3.13%
303 - 0.00%
304 - 2.78%
320 - 3.57%
303 - 0.00%
304 - 4.17%
330 - 1.67%
331 354,430 1.89%
333 48,940 3.33%
334 14,680 6.21%
334 - 4.44%
335 8,830 3.95%
339 - 5.56%



AQUA ILLINOIS, INC.

AQUA ILLINOIS - CRYSTAL CLEAR WATER
DETAIL OF UTILITY PLANT IN SERVICE

Assets

General Plant

Land and Land Rights
Structures and Improvements
Laboratory Equipment

Office Furniture

Personal Camputers

PC Software

MainFrame Computers
MainFrame Sofiware

Other Machinery & Equipment
Stores Equipment

Power Equipment
Communication Equipment
Miscellaneous Equipment
Transportation Equipment
Tools, Shop and Garage Equip.
Other Tangible Plant

Fiscal Year Ending 12/31/2012

Acct. Purchase Price Rate
303 - 0.00%
304 - 4.00%
344 - 5.00%
340 - 4.74%
340 - 12.50%
340 - 20.00%
340 - 12.50%
340 - 12.50%
340 - 5.00%
342 - 3.28%
345 - 5.00%
346 - 12.50%
347 - 5.56%
341 - 10.77%
343 - 7.31%
348 - 3.33%

3

$ 795000




AQUA ILLINOCIS, INC.
AQUA ILLINOIS - CRYSTAL CLEAR WATER
PROPOSED DEPRECIATION RATES

Water Rates
Intangible Plant
301 Organization 0.00%
302 Franchises & Consents 0.00%
Source of Supply Plant
303 Land and Land Rights 0.00%
304 Structures and Improvements 4.17%
3056 Collecting & Impounding Res. 1.60%
306 Lake, River and Other Intakes 1.47%
307 W ells and Springs 1.67%
309 Supply Mains 1.89%
Pumping Plant
303 Land and Land Rights 0.00%
304 Structures and Improvements 2.27%
310 Power Generating Equipment 3.33%
n Source of Supply & Pumping Equip. 3.13%
311 Source of Supply & Pumping Equip. - Hydraulic 3.13%
31 Transmission & Distribution Pumping Equip. 3.13%
W ater Treatment Plant
303 Land and Land Rights 0.00%
304 Structures and tmprovements 2.78%
320 W ater Treatment Equipment 3.57%
Transmission & Dist. Plant
303 Land and Land Rights 0.00%
304 Structures and Improvements 4.17%
330 Dist. Reservoirs & Standpipes 1.67%
331 T & D Mains 1.89%
333 Services 3.33%
334 Meters 6.21%
334 Meter Installations 4.44%
335 Hydrants 3.95%

339 Other Plant & Misc. Equipment 5.56%



General Plant
303
304
344
340
340
340
340
340
340
342
345
346
347
N
343
348

AQUA ILLINOIS, INC.
AQUA ILLINOIS - CRYSTAL CLEAR WATER
PROPOSED DEPRECIATION RATES

tand and Land Rights
Structures and Improvements
{aboratory Equipment

Office Furniture

Personal Computers

FPC Software

MainFrame Computers
MainFrame Software

Other Machinery & Equipment
Stores Equipment

Power Equipment
Commaunication Equipment
Miscellaneous Equipment
Transportation Equipment

Tools, Shop and Garage Equip.

Other Tangible Plant

Water Rates

0.00%
4.00%
5.00%
4.74%
12.50%
20.00%
12.50%
12.50%
5.00%
3.28%
5.00%
12.50%
5.56%
10.77%
7.31%
3.33%



