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Illinois-American Water Company Specific Risks 
 

Regulatory Impacts 
 
Our water and wastewater operations are subject to federal, state and local laws 
and regulations which control environmental protection, health and safety, water 
quality, water allocation rights, and collection, treatment and discharge of 
wastewater through monitoring and reporting requirements.  Given the fact that 
our operations are geographically dispersed throughout the state and vary in 
operational parameters, we must comply with a wide range of regulatory 
requirements in multiple locations.  Regulatory variations include groundwater 
and surface water sources, expansive water main distribution systems and 
multiple discharge points.  
 
Many requirements related to the operation of our water and wastewater 
businesses are included in the United States Clean Water Act of 1972 and the 
United States Safe Drinking Water Act of 1974.  The Safe Drinking Water Act is 
considered a “moving target” because the requirement for monitoring and control 
of additional contaminants increases over time.  In addition, numerous regulatory 
agencies require permits for various aspects of the business and the Illinois 
Commerce Commission sets standards for our operations.  
 
Given the nature of our business which in part, involves supplying water for 
human consumption, any potential non-compliance with environmental laws or 
regulations (whether or not within the control of IAWC) represents a relatively 
greater risk for IAWC as compared to entities not similarly involved in the water  
industry.   The security of our operations, including treatment plants, storage 
facilities and distribution systems is critical to ensure protection of our customers.  
Any failure of our security systems could result in a significant vulnerability.   
 
In Illinois, specific regulations impose more stringent requirements than other 
states, such as the issuance of boil orders based on minor fluctuations in system 
pressure, regardless of how long the pressure variance exists. Such changes in 
system pressure can occur as a result of momentary power outages that may 
only last a few seconds and pose no significant health risk.  As a result boil 
orders can occur with much more frequency in Illinois than in Missouri or Indiana 
where such requirements do not exist.    While the more stringent regulations are 
imposed to provide additional protection for our customers, the cost of meeting 
these requirements and avoiding, to the extent possible, the need to issue boil 
orders is higher and the relatively higher number of boil orders may result in 
inaccurate perceptions that our service is inadequate.  
 
Source of Supply – Availability and Quality 
 
The availability and quality of our source water impacts our ability to serve the 
current and future needs of our customers.  As a general rule, we typically do not 
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own the water that we use in our operations, and the availability of our water 
supply is established through allocation rights, requirements set by governmental 
entities and other provisions of law.  Allocation rights are imposed to ensure 
sustainability of major water sources.  These requirements can change from time 
to time and adversely impact our water supply.  Drought, overuse of sources of 
water, the protection of the threatened species or habitats or other factors may 
limit the availability of ground and surface water.  Allocation rights and 
groundwater availability are concerns in the areas served by Lake Michigan and 
the Mahomet aquifer which include our Chicago Metro and Champaign districts.   
 
Surface water supplies from major commercial waterways such as the 
Mississippi River, Ohio River, and Illinois River are exposed to increased 
treatment costs and potential interruption of water supplies from river 
transportation related accidents. River traffic transporting non-hazardous 
materials often carry thousands of gallons of diesel fuel. Hazardous cargoes 
transported may be in the quantity of hundreds of thousands of gallons per tow.  
 
Surface water supplies from the Mississippi, Ohio and Illinois Rivers include the 
Alton, Granite City, East St. Louis, Cairo, and Peoria Main Station WTPs. These 
facilities make up over 50% of IAWC’s water supply capacity.  
 
Flooding 
 
Unlike groundwater supplies or surface water supplies from impoundments, 
surface water supplies from rivers are often susceptible to flood damage from 
those rivers. Several of Illinois American Water Company’s pumping and 
treatment facilities are located within the floodplains of the Mississippi River, 
Illinois River, and Vermillion River. Although physically protected to 100 year 
flood elevations, these facilities are exposed to potential flooding impacts ranging 
from interruption of service to structural and electrical damage from severe flood 
events. In 1993, the Alton WTP (since replaced) was inundated by the 
Mississippi River and unable to produce water for several days.  It was more than 
a week before the plant was capable of providing potable water to our customers.  
Considering the condition of the treatment facility, the length of the outage was 
minimal due to the extraordinary efforts of IAWC which included a complete 
rework of the plant for temporary service.  During the same flooding event, the 
Chouteau Island facility was also seriously impacted.  Efforts to provide 
continued service to customers included relocation of equipment to a barge and 
reinforcement of the building to prevent collapse. The efforts at both facilities 
came at a tremendous cost to IAWC.    
 
IAWC facilities located within floodplains include: 
Chouteau Island Raw Water pump station (supplies raw water to the Granite City 
and East St. Louis WTPs) 
East St. Louis Raw Water pump station (supplies raw water to the East St. Louis 
WTP) 
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Alton Raw Water Pump Station  
Streator WTP 
Pontiac WTP 
Peoria Main Station WTP 
 
These facilities represent over 125 MGD or more than 50% of IAWC’s combined 
supply and treatment capacity. 
 
Wastewater collection, treatment and disposal 
 
The wastewater collection, treatment and disposal operations of our subsidiaries 
are subject to substantial regulation and involve significant environmental risks.  
If collection or sewage treatment systems fail, overflow or do not operate 
properly, untreated wastewater or other contaminants could spill onto nearby 
properties or into nearby streams and rivers, causing damage to persons or 
property, injury to aquatic life and economic damages, which may not be 
recoverable in rates.  This risk is most acute during periods of substantial rainfall 
or flooding, which are the main causes of sewer overflow and system failure.  
Liabilities resulting from such damage could adversely and materially affect our 
business, results of operations and financial condition.  Outcomes may include 
increased regulatory pressure resulting from more stringent permit requirements 
related to system maintenance and discharge limits.  Moreover, in the event that 
we are deemed liable for any damage caused by an overflow, our losses might 
not be covered by insurance policies, and such losses may make it difficult for us 
to secure insurance in the future at acceptable rates.   
 
Sale for Resale Customers 
 
IAWC’s sale for resale customers in our Champaign and Interurban Districts 
utilize approximately 55 million gallons per day of potable water and make up 
over 20% of our average day demand for the entire state. These customers have 
the option and several have often discussed discontinuing service at the end of 
their contracts.  
 
The loss of these customers could have a substantial impact on the demand and 
revenues for the state.  
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