Retirement and Depreciation Rates Used:

ILLINOIS-AMERICAN WATER COMPANY
QUALIFYING INFRASTRUCTURE PLANT ("QIP") SURCHARGE CALCULATION

FOR THE ALTON DISTRICT

FOR THE YEAR ENDED DECEMBER 31, 2007

Calculated Formulas and Percentages:

Docket No. 08-0219

Exhibit 1.3

Depreciation Rates: Percentage PTR = ((WCCE+WCPE)*GRCF)+WCLTD+WCSTD 10.19%
Mains 1.82%
Services 6.49% Utility Determined Reconciliation Component (R ) $ -
Meters 14.24%
Meter Installations 3.50% Commission Ordered Adjustment Component (O) $ -
Hydrants 3.97%
Commission Ordered O Component Multiplier (Om) 0.00
Historical Retirement Ratio: Percentage Last Rate Order:
Mains 5.75% Weighted Cost of Common Equity (WCCE) 4.65%
Services 7.54% Weighted Cost of Preferred Equity (WCPE) 0.00%
Meters 49.81% Weighted Cost of Long-Term Debt (WCLTD) 2.71%
Meter Installations 4.45% Weighted Cost of Short-Term Debt (WCSTD) 0.03%
Hydrants 8.84%
Personal Property Tax Rate (PPRT) 0.00%
State Income Tax Rate (SIT) 3.969%
Federal Income Tax Rate (FIT) 35.00%
Gross Revenue Conversion Factor (GRCF):
GRCF = 1/ (1-PPRT)(1-SIT)(1-FIT) 1.6020
QIP QIP QIP QIP QIP Accum. 2006 QIP 2005 QIP Net QIP Net Net QIP QIP Depr.  QIP Surcharge
ALTON DISTRICT: Additions Retirements Investment Retirements  Depreciation _Depreciation Depreciation  Accum Depr QIP X PTR Expense Total
MAINS - Account 331:
Recurring Project QIP Revenues: $1,632885 $ (93,891) $1,538994 $ 93,891 $ (28,010) $ 8823 $ (1,514) $ (38,347) $1,594538 $ 162476 $ 28,010 $ 190,486
Investment Project QIP Revenues: - - - - - - - - - -
Total QIP Revenues - Mains: _$ 1,632,885 $ (93,891) $1538994 $ 93891 $ (28,010) $ (8.823) % (1514) $ (38347) $1594538 $ 162476 $ 28010 $ 190,486
SERVICES - Account 333:
Recurring Project QIP Revenues: $ 448736 $ (33,835) $ 414901 $ 33835 $ (26927) $ 8731 $ (2,325) $ (37,983) $ 410,753 $ 41854 $ 26927 $ 68,781
Investment Project QIP Revenues: - - - - - - - - - -
Total QIP Revenues - Services: _$ 448,736 $ (33835 $ 414901 $ 33835 $ (26927) $ (8,731) % (2325) $ (37,983) $ 410,753 $ 41854 $ 26927 $ 68,781
METERS - Account 334110:
Recurring Project QIP Revenues: $ 427,740 $ (213,057) $ 214,683 $ 213057 $ (30,571) $  (17,016) $ (3,148) $ (50,735) $ 377,006 $ 38415 $ 30571 $ 68,986
Investment Project QIP Revenues: - - - - - - - - - -
Total QIP Revenues - Meters: _$ 427,740 $ (213,057) $ 214683 $ 213057 $ (30,571) _$ (17,016) _$ (3148) $ (50,735) $ 377,005 $ 38415 $ 30571 $ 68,986
METER INSTALLATIONS - Account 334200:
Recurring Project QIP Revenues: $ 164339 $ (7,313) $ 157,026 $ 7313 $  (549) $ (3317) $ (569) $ (9,382) $ 154,957 $ 15789 $ 5496 $ 21,285
Investment Project QIP Revenues: - - - - - - - - - -
Total QIP Revenues - Meter Installations: _$ 164,339 $ (7,313) _$ 157,026 $ 7,313 $ (5,496) _$ (3317) % (569 8 (9,382) _$ 154,957 $ 15789 $ 5,496 $ 21,285
HYDRANTS - Account 335:
Recurring Project QIP Revenues: $ 36,032 $ (3,185 $ 32,847 $ 3,185 $ (1,304) $ 634) $ (135) % (2,073) % 33,959 $ 3,460 $ 1,304 $ 4,764
Investment Project QIP Revenues: - - - - - - - - - -
Total QIP Revenues - Hydrants: $ 36,032 $ (3185 $ 32847 % 3185 § (1,304 % (634) % (135) $ (2073) $ 33959 % 3460 $ 1304 $ 4,764
Grand Total - Alton District: ~_$ 2,709,732 _$ (351,281) $2358451 $ 351281 $§ (92,308) $ (38,520) % (7692) $ (138519) $2571,213 $ 261,994 $ 92308 $ 354,302
Billed Water Revenues for Period - Alton District: ($321,848)
Utility-Determined Reconciliation Component R from 2006 Reconciliation: 8,659
Commission-Determined Reconciliation Component O from 2006 Reconciliation: (2,608)
Utility-Determined Reconciliation Component R: $ 38,505



Retirement and Depreciation Rates Used:

ILLINOIS-AMERICAN WATER COMPANY

QUALIFYING INFRASTRUCTURE PLANT ("QIP") SURCHARGE CALCULATION

FOR THE STREATOR DISTRICT

FOR THE YEAR ENDED DECEMBER 31, 2007

Calculated Formulas and Percentages:

Docket No. 08-0219

Exhibit 1.3

Depreciation Rates: Percentage PTR = ((WCCE+WCPE)*GRCF)+WCLTD+WCSTD 10.19%
Mains 1.82%
Services 6.49% Utility Determined Reconciliation Component (R ) $ -
Meters 14.24%
Meter Installations 3.50% Commission Ordered Adjustment Component (O) $ -
Hydrants 3.97%
Commission Ordered O Component Multiplier (Om) 0.00
Historical Retirement Ratio: Percentage Last Rate Order:
Mains 5.75% Weighted Cost of Common Equity (WCCE) 4.65%
Services 7.54% Weighted Cost of Preferred Equity (WCPE) 0.00%
Meters 49.81% Weighted Cost of Long-Term Debt (WCLTD) 2.71%
Meter Installations 4.45% Weighted Cost of Short-Term Debt (WCSTD) 0.03%
Hydrants 8.84%
Personal Property Tax Rate (PPRT) 0.00%
State Income Tax Rate (SIT) 3.969%
Federal Income Tax Rate (FIT) 35.00%
Gross Revenue Conversion Factor (GRCF):
GRCF = 1/ (1-PPRT)(1-SIT)(1-FIT) 1.6020
QIP QIP QIP QIP QIP Accum. 2006 QIP 2005 QIP Net QIP Net Net QIP QIP Depr.  QIP Surcharge
STREATOR DISTRICT: Additions Retirements Investment Retirements  Depreciation Depreciation Depreciation Accum Depr QIP XPTR Expense Total
MAINS - Account 331:
Recurring Project QIP Revenues: $ 74,436 $ (4,280) $ 70,156 $ 4,280 $ 1,277y  $ 842) $ (268) $ (2,387) $ 72,049 $ 7,341 $ 1,277 $ 8,618
Investment Project QIP Revenues: - - - - - - - - - -
Total QIP Revenues - Mains:  $ 74436 _$ (4280) $ 70156 % 4280 $ (1,277) % (842) % (268) % (2387) $ 72049 % 7341  $ 1277 % 8,618
SERVICES - Account 333:
Recurring Project QIP Revenues: $ 47,441 $ (3577) $ 43,864 $ 3,577 $ (2,847) $ (1,361) $ (263) $ 4471) $ 42,970 $ 4,378 $ 2,847 $ 7,225
Investment Project QIP Revenues: - - - - - - - - - -
Total QIP Revenues - Services: _$ 47,441 $ (3577) $ 43864 % 3,577 $ (2847) % (1,361) _$ (263) % (4471) $ 42970 % 4,378 $ 2,847 $ 7,225
METERS - Account 334110:
Recurring Project QIP Revenues: $ 489,389 $ (243,765) $ 245624 $ 243765 $ (34,977) $ (12590) $ (3,100) $ (50,667) $ 438,722 $ 44,704 $ 34977 $ 79,681
Investment Project QIP Revenues: - - - - - - - - - -
Total QIP Revenues - Meters: _$ 489,389 $ (243,765) $ 245624 $ 243765 $ (34,977) $ (125900 $ (3,100) $ (50,667) $ 438,722 $ 44704 $ 34977 % 79,681
METER INSTALLATIONS - Account 334200:
Recurring Project QIP Revenues: $ 2,216 $ 99) $ 2,117 $ 99 $ (74) % 23) % B 3 (101) $ 2,115 $ 216 $ 74 $ 290
Investment Project QIP Revenues: - - - - - - - - - -
Total QIP Revenues - Meter Installations: _$ 2,216 $ (99) 8 2,117 $ 99 $ (74) 8 (23) % 3) % (101) % 2,115 $ 216 $ 74 % 290
HYDRANTS - Account 335:
Recurring Project QIP Revenues: $ 30,390 $ (2,686) $ 27,704 $ 2,686 $ (1,100) $ (480) $ (38) $ 1,617) $ 28,773 $ 2,932 $ 1,100 $ 4,032
Investment Project QIP Revenues: - - - - - - - - - -
Total QIP Revenues - Hydrants:  $ 30,390 $ (2686) $ 27,704 % 2686 $ (1,1000 % (480) % (38 % (1617) $ 28773 % 2932 $ 1,100 % 4,032
Grand Total - Streator District: _$ 643,872 $ (254,407) $ 389465 $ 254407 $ (40274) $ (15297) % (3671) $ (59,242) $ 584630 $ 59571 $ 40274 $ 99,845
Billed Water Revenues for Period - Streator District: ($78,002)
Utility-Determined Reconciliation Component R from 2006 Reconciliation: 10,025
Commission-Determined Reconciliation Component O from 2006 Reconciliation: 595
Utility-Determined Reconciliation Component R: $ 31,273




ILLINOIS-AMERICAN WATER COMPANY
QUALIFYING INFRASTRUCTURE PLANT ("QIP") SURCHARGE CALCULATION
FOR THE CAIRO DISTRICT

FOR THE YEAR ENDED DECEMBER 31, 2007
Docket No. 08-0219

Exhibit 1.3
Retirement and Depreciation Rates Used: Calculated Formulas and Percentages:
Depreciation Rates: Percentage PTR = ((WCCE+WCPE)*GRCF)+WCLTD+WCSTD 10.19%
Mains 1.82%
Services 6.49% Utility Determined Reconciliation Component (R ) $ -
Meters 14.24%
Meter Installations 3.50% Commission Ordered Adjustment Component (O) $ -
Hydrants 3.97%
Commission Ordered O Component Multiplier (Om) 0.00
Historical Retirement Ratio: Percentage Last Rate Order:
Mains 5.75% Weighted Cost of Common Equity (WCCE) 4.65%
Services 7.54% Weighted Cost of Preferred Equity (WCPE) 0.00%
Meters 49.81% Weighted Cost of Long-Term Debt (WCLTD) 2.71%
Meter Installations 4.45% Weighted Cost of Short-Term Debt (WCSTD) 0.03%
Hydrants 8.84%
Personal Property Tax Rate (PPRT) 0.00%
State Income Tax Rate (SIT) 3.969%
Federal Income Tax Rate (FIT) 35.00%
Gross Revenue Conversion Factor (GRCF):
GRCF = 1/ (1-PPRT)(1-SIT)(1-FIT) 1.6020
QIP QIP QIP QIP QIP Accum. 2006 QIP 2005 QIP Net QIP Net Net QIP QIP Depr.  QIP Surcharge
CAIRO DISTRICT: Additions Retirements Investment Retirements  Depreciation Depreciation Depreciation ~Accum Depr QIP XPTR Expense Total
MAINS - Account 331:
Recurring Project QIP Revenues: $ 72,793 $ (4,186) $ 68,607 $ 4,186 $ (1,249) $ (323) $ 117) $ (1,688 $ 71,105 $ 7,245 $ 1,249 $ 8,494
Investment Project QIP Revenues: - - - - - - - - - -
Total QIP Revenues - Mains:  $ 72793  § (4186) $ 68607 % 4186 $ (1,249) % (323) % (117) 3% (1688 $ 71,105 % 7245 $ 1249 % 8,494
SERVICES - Account 333:
Recurring Project QIP Revenues: $ 12,139 $ (915) $ 11,224 $ 915 $ (728) % 472) % (227) $ (1427) $ 10712 $ 1,092 $ 728 $ 1,820
Investment Project QIP Revenues: - - - - - - - - - -
Total QIP Revenues - Services: _$ 12,139 $ (915) $ 11224 $ 915 $ (728) % (472) 3% (227) % (1,427) $ 10,712 $ 1,092 $ 728 $ 1,820
METERS - Account 334110:
Recurring Project QIP Revenues: $ 10,148 $ (5,055) $ 5,093 $ 5,055 $ (725) % (364) $ 89 $ 1179) $ 8,969 $ 914 $ 725 $ 1,639
Investment Project QIP Revenues: - - - - - - - - - -
Total QIP Revenues - Meters: _$ 10,148 $ (5,055) _$ 5,093 $ 5,055 $ (725) % (364) % (89 8 (1,179) % 8,969 $ 914 % 725 $ 1,639
METER INSTALLATIONS - Account 334200:
Recurring Project QIP Revenues: $ 5,469 $ (243) 5,226 $ 243 $ (183) $ 147 % (29) % (359 $ 5,110 $ 521 $ 183 $ 704
Investment Project QIP Revenues: - - - - - - - - - -
Total QIP Revenues - Meter Installations: _$ 5,469 $ (243) 3% 5,226 $ 243 $ (183) % (147) 3 (290 8 (359) % 5,110 $ 521 $ 183 $ 704
HYDRANTS - Account 335:
Recurring Project QIP Revenues: $ 9,655 $ (854) $ 8,801 $ 854 $ (349) $ 187 $ 21) $ (557) % 9,098 $ 927 $ 349 $ 1,276
Investment Project QIP Revenues: - - - - - - - - - -
Total QIP Revenues - Hydrants: _$ 9,655 $ (854) % 8,801 $ 854 % (349) % (187) % (21) 8 (557) % 9,098 $ 927 $ 349 $ 1,276
Grand Total - Cairo District: _$ 110,204 $ (11,252) $ 98952 $ 11252 §$ (3235) % (1,492) % (483) % (5210) $ 104994 $ 10699 $ 3235 % 13,934
Billed Water Revenues for Period - Cairo District: (15,928)
Utility-Determined Reconciliation Component R from 2006 Reconciliation: (3,588)
Commission-Determined Reconciliation Component O from 2006 Reconciliation: 20

Utility-Determined Reconciliation Component R: $ (5,562)



ILLINOIS-AMERICAN WATER COMPANY
QUALIFYING INFRASTRUCTURE PLANT ("QIP") SURCHARGE CALCULATION
FOR THE INTERURBAN DISTRICT

FOR THE YEAR ENDED DECEMBER 31, 2007
Docket No. 08-0219

Exhibit 1.3
Retirement and Depreciation Rates Used: Calculated Formulas and Percentages:
Depreciation Rates: Percentage PTR = ((WCCE+WCPE)*GRCF)+WCLTD+WCSTD 10.19%
Mains 1.82%
Services 6.49% Utility Determined Reconciliation Component (R ) $ -
Meters 14.24%
Meter Installations 3.50% Commission Ordered Adjustment Component (O) $ -
Hydrants 3.97%
Commission Ordered O Component Multiplier (Om) 0.00
Historical Retirement Ratio: Percentage Last Rate Order:
Mains 5.75% Weighted Cost of Common Equity (WCCE) 4.65%
Services 7.54% Weighted Cost of Preferred Equity (WCPE) 0.00%
Meters 49.81% Weighted Cost of Long-Term Debt (WCLTD) 2.71%
Meter Installations 4.45% Weighted Cost of Short-Term Debt (WCSTD) 0.03%
Hydrants 8.84%
Personal Property Tax Rate (PPRT) 0.00%
State Income Tax Rate (SIT) 3.969%
Federal Income Tax Rate (FIT) 35.00%
Gross Revenue Conversion Factor (GRCF):
GRCF = 1/ (1-PPRT)(1-SIT)(1-FIT) 1.6020
QIP QIP QIP QIP QIP Accum. 2006 QIP 2005 QIP Net QIP Net Net QIP QIP Depr.  QIP Surcharge
INTERURBAN DISTRICT: Additions Retirements Investment Retirements  Depreciation  Depreciation Depreciation ~Accum Depr QIP XPTR Expense Total
MAINS - Account 331:
Recurring Project QIP Revenues: $ 3,584,103 $ (206,086) $ 3,378,017 $ 206,086 $ (61,480) $ (38537) $  (7,962) $ (107,979) $3,476,124 $ 354200 $ 61,480 $ 415680
Pontoon Road Overpass $ 1,014,095 $ (76,463) $ 937,632 $ 76,463 $ (17,065 % (2497) $ - $  (19562) $ 994,533 $ 101,338 $ 17,065 $ 118,403
Total QIP Revenues - Mains: _$ 4,598,198 $ (282,549) $ 4315649 $ 282549 $ (78545 $ (41,035 % (7,962) $ (127,541) $ 4,470,657 $ 455538 $ 78545 $ 534,083
SERVICES - Account 333:
Recurring Project QIP Revenues: $ 858,775 $ (64,752) $ 794023 $ 64752 $ (51,532) $ (30,198) $  (4,766) $ (86,496) $ 772279 $ 78692 $ 51,532 $ 130,224
Pontoon Road Overpass 25,271 (1,905) 23,366 1,905 (1,516) 389 23,755 2,420 1,516 3,936

Total QIP Revenues - Services: _$ 884,046 §$  (66,657) §$ 817,389 $ 66657 $ (53049) $ (30,198) $  (4766) $ (86,107) $ 796034 $ 81112 $ 53049 $ 134,161

METERS - Account 334110:

Recurring Project QIP Revenues: $ 966,785 $ (481,556) $ 485229 $ 481556 $ (69,097) $ (25807) $ (3,093) $ (97,997) $ 868788 $ 88525 $ 69,097 $ 157,622

Investment Project QIP Revenues: - - - - - - - - - -
Total QIP Revenues - Meters: _$ 966,785 $ (481556) $ 485229 $ 481556 $ (69,097) $ (25807 $ (3,093) $ (97,997) $ 868,788 $ 88525 $ 69,097 $ 157,622

METER INSTALLATIONS - Account 334200:

Recurring Project QIP Revenues: $ 598,080 $ (26,615) $ 571,465 $ 26615 $ (20,001) $ (11,264) $ (3,060) $ (34,326) $ 563,754 $ 57,444 $ 20,001 $ 77,445
Pontoon Road Overpass 5,574 (248) 5,326 248 (186) 62 5,388 549 186 735
Total QIP Revenues - Meter Installations: _$ 603,654 $ (26,863) $ 576791 $ 26863 $ (20,188) $ (11,264) $ (3,060) $ (34,264) $ 569142 $ 57993 $ 20188 % 78,181

HYDRANTS - Account 335:

Recurring Project QIP Revenues: $ 340,081 $ (30,063) $ 310018 $ 30,063 $ (12,308) $ (5044) $ (1,244) $ (18596 $ 321,485 $ 32,758 $ 12,308 $ 45,066

Pontoon Road Overpass 13,992 (1,237) 12,755 1,237 (506) 731 13,486 1,374 506 1,880
Total QIP Revenues - Hydrants:  $ 354073 $ (31,300) $ 322,773 $ 31,300 $ (12,814) $ (5,044) % (1244) $ (17865 $ 334971 $ 34132 $ 12814 % 46,946

Grand Total - Interurban District: _$ 7,406,756 $ (888,924) _$ 6,517,832 $ 888924 $ (233692) _$ (113348) $ (20,125) _$ (363,775 _$ 7,039,591 $ 717,300 _$ 233,692 $ 950,992

Billed Water Revenues for Period - Interurban District: (1,080,301)
Utility-Determined Reconciliation Component R from 2006 Reconciliation: 158,433
Commission-Determined Reconciliation Component O from 2006 Reconciliation: 2,428

Utility-Determined Reconciliation Component R: $ 31,551



Retirement and Depreciation Rates Used:

ILLINOIS-AMERICAN WATER COMPANY

QUALIFYING INFRASTRUCTURE PLANT ("QIP") SURCHARGE CALCULATION

FOR THE PONTIAC DISTRICT

FOR THE YEAR ENDED DECEMBER 31, 2007

Calculated Formulas and Percentages:

Docket No. 08-0219

Exhibit 1.3

Depreciation Rates: Percentage PTR = (WCCE+WCPE)*GRCF)+WCLTD+WCSTD 10.19%
Mains 1.82%
Services 6.49% Utility Determined Reconciliation Component (R)) $ -
Meters 14.24%
Meter Installations 3.50% Commission Ordered Adjustment Component (O) $ -
Hydrants 3.97%
Commission Ordered O Component Multiplier (Om) 0.00
Historical Retirement Ratio: Percentage Last Rate Order:
Mains 5.75% Weighted Cost of Common Equity (WCCE) 4.65%
Services 7.54% Weighted Cost of Preferred Equity (WCPE) 0.00%
Meters 49.81% Weighted Cost of Long-Term Debt (WCLTD) 2.71%
Meter Installations 4.45% Weighted Cost of Short-Term Debt (WCSTD) 0.03%
Hydrants 8.84%
Personal Property Tax Rate (PPRT) 0.00%
State Income Tax Rate (SIT) 3.969%
Federal Income Tax Rate (FIT) 35.00%
Gross Revenue Conversion Factor (GRCF):
GRCF = 1/ (1-PPRT)(1-SIT)(1-FIT) 1.6020
QIP QIP QIP QIP QIP Accum. 2006 QIP 2005 QIP Net QIP Net Net QIP QIP Depr.  QIP Surcharge
PONTIAC DISTRICT: Additions Retirements Investment Retirements  Depreciation Depreciation Depreciation Accum Depr QIP X PTR Expense Total
MAINS - Account 331:
Recurring Project QIP Revenues: $ 343962 $ (19,778) $ 324,184 $ 19778 $ (59000 $ (3,935 $ (298) $ (10,133) $ 333829 $ 34016 $ 5900 $ 39,916
Investment Project QIP Revenues: - - - - - - - - - -
Total QIP Revenues - Mains: _$ 343,962 $ (19,778) $ 324,184 $ 19,778 $ (5,900) $ (3935 % (298) $ (10,133) $ 333,829 $ 34,016 $ 5,900 $ 39,916
SERVICES - Account 333:
Recurring Project QIP Revenues: $ 58,978 $ (4,447) % 54,531 $ 4,447 $ (3539 $ (1,489) $ (221) $ (5,249) $ 53,729 $ 5,475 $ 3,539 $ 9,014
Investment Project QIP Revenues: - - - - - - - - - -
Total QIP Revenues - Services: $ 58,978 $ (4,447  $ 54,531 $ 4,447 $ (3539 $ (1,489) $ (221) $ (5,249) $ 53,729 $ 5,475 $ 3,539 $ 9,014
METERS - Account 334110:
Recurring Project QIP Revenues: $ 157,857 $ (78,629) $ 79228 $ 78629 $ (11,282) $ (6651) $ (2078 $ (20,011) $ 137,846 $ 14,046 $ 11282 $ 25,328
Investment Project QIP Revenues: - - - - - - - - - -
Total QIP Revenues - Meters: _$ 157,857 $ (78629 $ 79,228 $ 78,629 $ (11,282 $ (6,651) $ (2,078) $ (20,011) $ 137,846 $ 14,046 $ 11,282 $ 25,328
METER INSTALLATIONS - Account 334200:
Recurring Project QIP Revenues: $ - % -3 -3 -3 -3 -3 -3 -3 -3 -3 -3 -
Investment Project QIP Revenues: - - - - - - - - - -
Total QIP Revenues - Meter Installations ~ $ - % - % -3 -3 -3 -3 -3 - 3 -3 -3 -3 -
HYDRANTS - Account 335:
Recurring Project QIP Revenues: $ 16,325 $ (1,443) $ 14,882 $ 1,443 $ (591) $ (126) $ (19) $ (736) $ 15,589 $ 1,588 $ 591 $ 2,179
Investment Project QIP Revenues: - - - - - - - - - -
Total QIP Revenues - Hydrants: _$ 16,325 $ (1,443) $ 14,882 $ 1,443 $ (591) $ (126) $ (19) 8 (736) $ 15,589 $ 1,588 $ 591 $ 2,179
Grand Total - Pontiac District: _$ 577,122 $ (104,296) $ 472,826 $ 104,296 $ (21312) $ (12,201) % (2,616) $ (36,130) $ 540,992 $ 55,125 $ 21,312 $ 76,437
Billed Water Revenues for Period - Pontiac District: (75,372)
Utility-Determined Reconciliation Component R from 2006 Reconciliation: 10,450
Commission-Determined Reconciliation Component O from 2006 Reconciliation: 33



ILLINOIS-AMERICAN WATER COMPANY
QUALIFYING INFRASTRUCTURE PLANT ("QIP") SURCHARGE CALCULATION
FOR THE PEORIA DISTRICT

FOR THE YEAR ENDED DECEMBER 31, 2007
Docket No. 08-0219

Exhibit 1.3
Retirement and Depreciation Rates Used: Calculated Formulas and Percentages:
Depreciation Rates: Percentage PTR = ((WCCE+WCPE)*GRCF)+WCLTD+WCSTD 10.19%

Mains 1.82%
Services 6.49% Utility Determined Reconciliation Component (R ) $ -
Meters 14.24%
Meter Installations 3.50% Commission Ordered Adjustment Component (O) $ -
Hydrants 3.97%

Commission Ordered O Component Multiplier (Om) 0.00

Historical Retirement Ratio: Percentage Last Rate Order:

Mains 5.75% Weighted Cost of Common Equity (WCCE) 4.65%
Services 7.54% Weighted Cost of Preferred Equity (WCPE) 0.00%
Meters 49.81% Weighted Cost of Long-Term Debt (WCLTD) 2.71%
Meter Installations 4.45% Weighted Cost of Short-Term Debt (WCSTD) 0.03%
Hydrants 8.84%

Personal Property Tax Rate (PPRT) 0.00%

State Income Tax Rate (SIT) 3.969%

Federal Income Tax Rate (FIT) 35.00%

Gross Revenue Conversion Factor (GRCF):

GRCF = 1/ (1-PPRT)(1-SIT)(1-FIT) 1.6020

QIP QIP QIP QIP QIP Accum. 2006 QIP 2005 QIP Net QIP Net Net QIP QIP Depr.  QIP Surcharge
PEORIA DISTRICT: Additions Retirements Investment Retirements  Depreciation  Depreciation Depreciation Accum Depr QIP XPTR Expense Total

MAINS - Account 331:
Recurring Project QIP Revenues: $ 3,365,716 $ (193,529) $3,172,187 $ 193529 $ (57,734) $ (29,958) $  (4,591) $ (92,282) $3273434 $ 333547 $ 57,734 $ 391,281
Investment Project QIP Revenues: 392,707 (22,581) 370,126 22,581 (6,736) (2,341) $  (9,077) $ 383,630 39,090 6,736 45,826

Total QIP Revenues - Mains: _$ 3,758,423 _$ (216,109) $ 3542314 $ 216,109 $ (64470) $ (32298) $  (4591) $ (101,359) § 3,657,064 $ 372,637 $ 64470 $ 437,107

SERVICES - Account 333:

Recurring Project QIP Revenues: $ 1,785,008 $ (134,590) $ 1,650,418 $ 134590 $ (107,112) $ (53,494) $ (13,287) $ (173,893) $ 1,611,115 $ 164,165 $ 107,112 $ 271,277

Investment Project QIP Revenues: - - - - - - - - - -
Total QIP Revenues - Services: _$ 1,785,008 _$ (134,590) $ 1,650,418 $ 134590 $ (107,112) $ (53,494) $ (13287) $ (173,893) $ 1,611,115 $ 164,165 $ 107,112 $ 271,277

METERS - Account 334110:

Recurring Project QIP Revenues: $ 330,809 $ (164,776) $ 166,033 $ 164,776 $ (23,643) $  (9.292) $ (315) $ (33250) $ 297,559 $ 30,320 $ 23643 $ 53,963
Investment Project QIP Revenues: - - - - - - - - - -
Total QIP Revenues - Meters: _$ 330,809 $ (164,776) $ 166,033 $ 164,776 $ (23643) $ (9,292) % (315) $ (332500 $ 297559 $ 30,320 $ 23643 % 53,963

METER INSTALLATIONS - Account 334200:

Recurring Project QIP Revenues: $ 703921 $ (31,324) $ 672597 $ 31,324 $ (23541 $ (7,393) $ (1,035) $ (31,969) $ 671,952 $ 68469 $ 23541 $ 92,010
Investment Project QIP Revenues: - - - - - -
Total QIP Revenues - Meter Installations: _$ 703,921 $ (31,324) $ 672597 $ 31324 $ (23541 % (7,393) % (1,035) $ (31,969) $ 671,952 $ 68469 $ 23541 % 92,010

HYDRANTS - Account 335:

Recurring Project QIP Revenues: $ 299,803 $ (26,503) $ 273300 $ 26503 $ (10,850) $ (6745 $ (21100 $ (19,705 $ 280,098 $ 28541 $ 10,850 $ 39,391

Investment Project QIP Revenues: 176 (16) 160 16 (6) 9 170 17 6 23
Total QIP Revenues - Hydrants:  $ 299979 $ (26518) $ 273461 $ 26518 $ (10,856 _$ (6,745) % (2110) $ (19696) $ 280,268 $ 28558 $ 10856 % 39,414

Grand Total - Peoria District: _$ 6,878,140 _$ (573,318) _$ 6,304,822 $ 573318 $ (229,623) _$ (109,222) _$ (21,338) _$ (360,167) _$ 6,517,957 $ 664,149 $ 229623 $ 893,772

Billed Water Revenues for Period - Peoria District: (1,015,716)
Utility-Determined Reconciliation Component R from 2006 Reconciliation: 101,076
Commission-Determined Reconciliation Component O from 2006 Reconciliation: 574

Utility-Determined Reconciliation Component R: $ (20,294)



