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       ICC Cuts $19.6 Million from Illinois American Water Rate Request  

The Illinois Commerce Commission Wednesday voted unanimously to cut more than $19.6 million from Illinois American Water Company’s request for $61 million in additional annual revenue.

Illinois American Water filed a request with the ICC in May, 2009 seeking authorization to increase rates to generate approximately $61 million in new revenue.  In the order entered Wednesday, the Commission determined that estimates for some expenses the company proposed to recover through rates were too high and should be reduced.  Major reductions were made in the company’s cost of capital, management fees, regulatory expenses associated with filing rate cases, income tax estimates and operating expenses.   The Commission:
· Adopted a lower overall cost of capital than the company requested which resulted in a reduction of $5.4 million in revenue; 
· Cut nearly $1.5 million in estimated income tax expense from the company’s request; 
· Reduced the estimated rate case expenses by approximately $430,850 directing that amortization be spread over three years rather than two years;   

· Reduced service company fees by $3.02 million;

· Directed that Chicago Metro district private fire protection charges be reduced below current levels based on the cost to provide service.

The Commission decision followed an 11 month financial evaluation of the company proposal, hundreds of pages of testimony and legal arguments.  In addition to the formal record in the case public hearings were held in Champaign, Mt. Prospect, Homer Glen, Wheaton and Alton.   More than 700 public comments on the Illinois American Water Company proposal were submitted to the Commission through those public hearings and via email and telephone contacts.


The Commission expressed serious disappointment with IAWC’s refusal to follow previous Commission directives with regard to filing proper justification and support documentation with requests for a rate increases.   “IAWC cannot view Illinois ratepayers as an open checkbook.  This Order will rein in service fee requests,” Acting Chairman Manuel Flores said.
- more -


Illinois American Water Company provides service to 317,000 customers in service districts that stretch from far Southern Illinois to the suburbs of Chicago.  The company’s requested revenue level for each division and the Commission’s decision, based on an 11 month review, hundreds of pages of evidence and arguments made by dozens of intervening parties and customers, follows:


Zone 1 (Champaign, Peoria, Pontiac, Streator, Sterling, South Beloit, Alton, Cairo and Interurban service areas):  IAWC proposed $44.9 million in new revenue; ICC approved $30.2 million;


Chicago Metro Water:  IAWC proposed $10.2 million; ICC approved $7.1 million;


Chicago Metro Waste Water: IAWC proposed $2.9 million, ICC approved $1.8 million;


Pekin:  IAWC proposed $1.88 million, ICC approved $1.34 million;
      Lincoln:  IAWC proposed $1.14 million, ICC approved $816,000;
The average increase for customers in Zone 1 communities (Alton, Granite City, Cairo, East St. Louis, Belleville, Peoria, Streator and Pontiac, Champaign, South Beloit and Sterling) is expected to be approximately 22.4 percent.  The average increase for residential customers in the Pekin service area is estimated at 23 percent and in Lincoln, 25.7 percent. 

The average increase for customers of Chicago Metro water would be 26.42 percent, and Chicago sewer, 17.15 percent.

The Commission approved an overall rate of return of 8.03 percent and return on equity of 10.38 percent.
The Commission directed the company to file the revised rates in accordance with the terms of the order.  The rates will be reviewed by ICC staff within five days to make sure they comply with the order and are expected to be reflected in billings mailed in later April or early May.
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