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M E M O R A N D U M________________________________________________ 

 

TO: The Commission 
 

FROM: Larry Jones, Administrative Law Judge 
 

DATE: February 22, 2010 
 

SUBJECT: Illinois-American Water Company (“IAWC”)  
 
 Proposed general increase in water and sewer rates. (Tariffs 

filed May 29, 2009) 
  

STATUS: A proposed order is being issued today. 
 

 
IAWC provides water service to numerous communities in Illinois.  “Zone 1,” with 

Champaign, encompasses the Southern district (Alton, Cairo and Interurban including 
East St. Louis), as well as the Pontiac, Streator, Peoria, South Beloit, Sterling and 
Champaign districts. The other rate areas for water service are Lincoln, Pekin and 
Chicago-Metro Water. IAWC also provides public utility wastewater service in the 
Chicago-Metro Sewer district.  In all, IAWC serves over 300,000 customers in Illinois. 

 
In the current rate proceeding, IAWC proposes to use the 12 months ending 

December 31, 2010 as the test year.  Proposed increases are 30.08% for Zone 1, 
35.59% for Lincoln, 30.9% for Pekin, 25.54% for Chicago-Metro Water, and 24.29% for 
Chicago-Metro Sewer. IAWC’s last rate case was in Docket No. 07-0507. 

 
There were numerous Intervenors, and many contested issues, in the current 

proceeding.   
 
Rate base issues are discussed in Section IV of the proposed order. The rate 

base that would be approved for each rate area, after adjustments are reflected, is 
contained in the appendices. 

 
Operating revenues and expenses are addressed in Section V. There were 

several contested issues, including challenges by some Intervenors to the level of fees 
paid to IAWC’s affiliated service company. 

 
Cost of capital and rate of return are addressed in Section VI.  The proposed 

order makes adjustments to the amount of and cost rate for short-term debt at the 
urging of various Intervenors.  Staff’s recommendation for the cost of common equity 
would be adopted, resulting in a cost of capital, and overall rate of return on rate base, 
of 8.05%. 
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Cost of service, including demand factors, and rate design, were once again the 

subject of much disagreement between IAWC, Staff and Intervenors; these issue are 
taken up in Sections VII and VIII. 

 
The proposed order would approve revenue increases of 24.25% for Zone 1, 

27.46% for Lincoln, 25.36% for Pekin, 28.80% for Chicago-Metro Water, and 17.64% 
for Chicago-Metro Sewer.  On a total-company basis, the increase is 24.62%.  These 
percentages appear on the bottom line of the right-hand column on page 1 of each 
appendix, and they reflect the effects of adjustments reducing proposed rate base, 
operating expenses and cost of capital. 

 
The deadline in this matter is April 25. 
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