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    ICC Reduces Illinois American Water Company Request by $9 Million


The Illinois Commerce Commission Wednesday approved approximately $26 million in additional annual revenue for Illinois American Water Company (IAWC), $9 million less than the company requested.

Illinois American Water Company filed a request with the ICC August 31, 2007, seeking authorization to increase annual revenue by approximately $35.4 million.  In its order the ICC determined that some estimates of expenses the company proposed to recover through rates were too high and should be cut back while others, such as incentive compensation for management employees and advertising expenses did not benefit customers and should not be recovered through rates. 

In a separate action Wednesday, the ICC directed Illinois American Water Company to provide updated demand information for each area it serves and an updated cost of service study to allow for a thorough investigation of how the company allocates costs to various classes of water customers.


 The investigation will not change the revenue level, but will provide more detailed information on where costs occur and how they should be assigned within the various water divisions and districts served by Illinois American Water Company.  The Commission ordered the investigation when the company failed to provide sufficient cost of service information in the most recent case, even after being ordered to develop it after the last rate case in 2002.


Commissioners indicated it was extremely difficult for staff, intervenors and Commissioners to determine appropriate rate structures without updated cost of service information for each division.

The company revenue request and the Commission decision are as follows:

Southern Division, Peoria, Streator, Pontiac and South Beloit Districts: IAWC proposed 20 percent increase. ICC approved 14.9 percent increase.
Champaign District: IAWC proposed 59.8 percent increase.  ICC approved 47.2 percent increase.

Lincoln District water:  IAWC proposed 0.76 percent reduction in revenue.  ICC approved 0.76 percent reduction.

Pekin District: IAWC proposed 26.7 percent increase in revenue.  ICC approved 21.2 percent increase.

Sterling District:  IAWC proposed 31 percent increase in revenue.  ICC approved 20.7 percent increase.

Chicago-Metro (water):  IAWC proposed 5.8 percent increase. ICC approved 5.28 percent increase.

Chicago-Metro (sewer) IAWC proposed 3.18 percent reduction in revenue.  ICC approved 15.5 percent reduction in revenue.


The company’s Southern Division encompasses much of the Metro East area near St. Louis, Alton, Belleville, Granite City, Madison, Venice Fairmont City, Brooklyn, Sauget, Washington Park, Cahokia, Centreville, Alorton, Swansea and some unincorporated areas.  The company also offers water for resale to Scott Air Force Base, O’Fallon, Caseyville, Columbia and a number of water districts in the area.


The Northern Division includes Peoria, West Peoria, Bartonville, Bellevue, Rome, and nearby unincorporated areas and other water districts, as well as Lincoln and Pekin and surrounding areas.

The Eastern Division of IAWC includes Champaign, Urbana, Savoy, St. Joseph, Bondville, the University of Illinois, Philo, Tolono, Tuscola, Arcola, Sidney and the Seymour Water District.  The division also includes the Sterling, Streator and Pontiac Districts.


In Chicago-Metro Division public utility and wastewater service are provided to Alpine Heights, Arbury, Central States, Chicago Suburban, Country Club, DuPage, Fernway, Moreland, Nettle Creek, Potter Golf/Sunset Manor/Forest Estates, Ridgecrest, River Grange, Rollins/Elgin, Sante Fe, Southwest Suburban, Terra Cotta, Valley Marina, Valley View, Waycinden and West Suburban.


The ICC approved a rate of return on equity for the company of 10.35 percent and an overall rate of return of 7.84 percent.
The company must file new rates for ICC staff to review to ensure compliance with the order.  
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