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IOWA AMERICAN WATER COMPANY

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS

FACTOR 1. ALLOCATION OF COSTS WHICH VARY WITH THE AMOUNT OF WATER CONSUMED.

Factors are based on the pro forma test year average daily consumption for each customer
classification.

Average Daily

Customer Consumption, Allocation
Classification CCF Factor
(1) (2) (3)
Residential 11,262 0.5243
Commercial 6,237 0.2903
Industrial 3,182 0.1481
Other Public Authority v 673 0.0313
Private Fire Protection 37 0.0017
Public Fire Protection 93 0.0043
Total 21,484 1.0000

FACTOR 2. ALLOCATION OF COSTS ASSOCIATED WITH FACILITIES SERVING BASE AND
MAXIMUM DAY EXTRA CAPACITY FUNCTIONS.

Factors are based on the weighting of the factors for average daily consumption (Factor 1) and the
factors derived from maximum day extra capacity demand for each customer classification, as follows:

Average Daily Maximum Day
Consumption Extra Capacity
Customer Allocation Weighted Allocation Weighted Allocation
Classification Factor 1 Factor Factor Factor Factor
(1 (2) (3)=(2)x (4) (5)=(4)x (6)=(3)+(3)
0.6135 0.3865

Residential 0.5243 0.3217 0.6347 0.2453 0.5670
Commercial 0.2903 0.1781 0.2812 0.1087 0.2868
Industrial 0.1481 0.0909 0.0538 0.0208 0.1117
Other Public Authority 0.0313 0.0192 0.0303 0.0117 0.0309
Private Fire Protection 0.0017 0.0010 0.0010
Public Fire Protection 0.0043 0.0026 0.0026
Total 1.0000 0.6135 1.0000 0.3865 1.0000

The derivation of the maximum day extra capacity factors in column 4 and the basis for the column 3
and 5 weightings are presented on the following page.
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IOWA AMERICAN WATER COMPANY

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

FACTOR 2. ALLOCATION OF COSTS ASSOCIATED WITH FACILITIES SERVING BASE AND

MAXIMUM DAY EXTRA CAPACITY FUNCTIONS, cont.

Maximum Day Extra Capacity

Average Daily Rate of Flow,
Customer Consumption, Thousand Gal. Allocation
Classification CCF Factor* Per Day Factor
(M (2) 3 (4)=(2)x(3) (5)
Residential 11,262 1.00 11,262 0.6347
Commercial 6,237 0.80 4,990 0.2812
Industrial 3,182 0.30 955 0.0538
Other Public Authority 673 0.80 538 0.0303
Total 21,354 17,745 1.0000

The weighting of the factors is based on the maximum day ratio of 1.63, based on Schedule D.

Weight

0.6135

0.3865

Maximum
Day
Ratio
Average Day 1.00
Maximum Day
Extra Capacity 0.63
Total 1.63

1.0000

* Ratio of maximum day to average day minus 1.0.
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IOWA AMERICAN WATER COMPANY

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

FACTOR 3. ALLOCATION OF COSTS ASSOCIATED WITH FACILITIES SERVING BASE, MAXIMUM
DAY EXTRA CAPACITY AND FIRE PROTECTION FUNCTIONS, cont.

The weighting of the factors is based on the potential demand of general and fire protection service.
The bases for the potential demand of general service are the maximum day ratio of 1.63 and the
average daily system sendout for 2012 of 19.5 MGD. The system demand for fire protection is 11,000
Gallons per minute for 6 hours.

Rate of Flow,
Ratio (GPD) Weight
Average Day 1.00 19,459,038 0.5454
Maximum Day
Extra Capacity 0.63 12,259,194 0.3436
Subtotal 1.63 31,718,232 0.8890
Fire Protection 3,960,000 0.1110

Total 35,678,232 1.0000
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IOWA AMERICAN WATER COMPANY

BASIS FOR ALLOCATING DEMAND RELATED COSTS OF FIRE SERVICE
TO PRIVATE AND PUBLIC FIRE PROTECTION CUSTOMER CLASSIFICATIONS

Restrictive
Diameters Relative Allocation
Description Squared Quantity Demand Factor
(1) (2) 3) (4)=(2)x(3) (5)
PRIVATE FIRE PROTECTION
Fire Lines

2 -inch 4.00 3 10

3 -inch 9.00 1 9

4 -inch 16.00 125 2,000

6 -inch 36.00 477 17,168

8 -inch 64.00 369 23,616

10 -inch 100.00 17 1,700
12 -inch 144.00 5 720

Private Hydrants 0
Total Private Fire Protection 996 45,223 0.2826
PUBLIC FIRE PROTECTION
Hydrant Nozzle Sizes
6" Standard 41/2" & 2-2 1/2" 32.75 1,085 35,534
8" Standard 2-21/2" 12.50 6,341 79,263

Total Public Fire Prorection 7,426 114,797 0.7174

Total Fire Protection 8,422 160,020 1.0000
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IOWA AMERICAN WATER COMPANY

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

FACTOR 4. ALLOCATION OF COSTS ASSOCIATED WITH FACILITIES SERVING BASE AND
MAXIMUM HOUR EXTRA CAPACITY FUNCTIONS, cont.

The weighting of the factors is based on the potential demand of general and fire protection service.
The bases for the potential demand of general service are the maximum hour ratio of 2.5 and the
average daily system sendout for 2012 of 19.5 MGD. The system demand for fire protection is 11,000
gallons per minute.

Rate of Flow,
Ratio (GPM) Weight

Average Hour 1.00 13,513 0.3018
Maximum Hour

Extra Capacity 1.50 20,270 0.4526

Subtotal 2.50 33,783 0.7544
Fire Protection 11,000 0.2456

Total 44,783 1.0000

The maximum hour extra capacity factors in column 5 of the previous page are determined as follows:

Average
Hourly Maximum Hour Extra Capacity
Customer Consumption CCF Allocation
Classification CCF Factor* Per Hour Factor
(1) (2) (3) (4)=(2)x(3) (5)
Residential 469.3 3.00 1,407.9 0.6912
Commercial 259.9 2.00 519.8 0.2552
Industrial 88.6 0.60 53.2 0.0261
Other Public Authority 28.0 2.00 56.0 0.0275
Total 845.8 2,036.9 1.0000

* Ratio of Maximum Hour To Average Hour Minus 1.0.
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IOWA AMERICAN WATER COMPANY

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

FACTOR 5. ALLOCATION OF COSTS ASSOCIATED WITH STORAGE FACILITIES, cont.

The weighting of the factors is based on the ratio of the capacity required for a 4 hour demand of fire

fiow, as related to total storage capacity.

Fire Protection Weight = 11,000 GPM X 60 Min. X 6 Hrs.

12,842,300 Gallons

General Service Weight = 1.0000 - 0.3084

0.3084

0.6916

The weighting of the average hourly consumption and maximum hour extra demand for general

service is based on the maximum hour ratio, as follows:

Maximum
Hour
Ratio
Average Hour 1.00
Extra Capacity
Maximum Hour 1.50
Total 2.50

Percent

40.00

60.00

100.00

Weight

0.2766

0.4150

o060t

The maximum hour extra capacity factors in column 5 of the previous page are determined as follows:

Customer
Classification

M

Residential
Commercial

Industrial

Other Public Authority

Total

* Ratic of Maximum Hour To Average Hour Minus 1.0.

Average
Hourly

Consumption
CCF

@

469.3
259.9
132.6

28.0

889.8

Maximum Hour Extra Capacity

CCF Allocation
Factor* Per Hour Factor
3 #)=(2)x(3) (5)

3.00 1,407.8 0.6823
2.00 519.8 0.2519
- 0.60 79.6 0.0386
2.00 56.1 0.0272
2,063.3 1.0000
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IOWA AMERICAN WATER COMPANY

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

FACTOR 6. ALLOCATION OF COSTS ASSOCIATED WITH POWER AND PUMPING FACILITIES.

Factors are based on the weighting of the maximum daily consumption, Factor 2, the maximum daily consumption with
fire, Factor 3, and the maximum hour consumption, Factor 4, for each customer classification, as follows:

Maximum Daily Maximum Daily Maximum Hourly
Consumption -Consumption w/ Fire Consumption

Customer Allocation Weighted Allocation Weighted  Allocation ~ Weighted  Allocation

Classification Factor 2 Factor Factor 3 Factor Factor 4 Factor Factor

(1 2 B)=(2)X 4 B)=(4X ©) (7)=6)X 8)=(3)+
0.2136 0.5772 0.2092 &)+
Residential 0.5670 0.1210 0.5041 0.2910 0.4793 0.1002 0.5122
Commercial 0.2868 0.0613 0.2549 0.1471 0.2075 0.0434 0.2518
Industrial 0.1117 0.0239 0.0993 0.0573 0.0434 0.0091 0.0903
Other Public Authority 0.0309 0.0066 0.0275 0.0159 0.0223 0.0047 0.0272
Private Fire Protection 0.0010 0.0002 0.0323 0.0186 0.0699 0.0146 0.0334
Public Fire Protection 0.0026 0.0006 0.0819 0.0473 0.1776 0.0372 0.0851
Total 1.0000 0.2136 1.0000 0.5772 1.0000 0.2092 1.0000

The weighting of the factors is based on the horsepower of pumps associated with maximum day facilities, maximum day
and fire facilities, and maximum hour facilities, as follows:

Horsepower
of Pumps Weight
Associated with Maximum Day 1,675 0.2136
Associated with Maximum Day and Fire 4,525 0.5772
Associated with Maximum Hour 1,640 0.2092

Total 7,840 1.0000
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IOWA AMERICAN WATER COMPANY

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

FACTOR 7. ALLOCATION OF COSTS ASSOCIATED WITH TRANSMISSION AND DISTRIBUTION MAINS.

Factors are based on the weighting of the maximum daily consumption with fire, Factor 3, and the maximum hour
consumption, Factor 4, for each customer classification, as follows:

Maximum Daily Maximum Hourly
Consumption w/ Fire Consumption
Customer Allocation Weighted Allocation  Weighted  Allocation
Classification Factor 3 Factor Factor 4 Factor Factor
M 2 3)=@)X “4) (6)=(4)X 6)=(3)+(5)
0.2372 0.7628
Residential 0.5041 0.1195 0.4793 0.3656 0.4851
Commercial 0.2549 0.0605 0.2075 0.1583 0.2188
Industrial 0.0993 0.0236 0.0434 0.0331 0.0567
Other Public Authority 0.0275 0.0065 0.0223 0.0170 0.0235
Private Fire Protection 0.0323 0.0077 0.0699 0.0533 0.0610
Public Fire Protection 0.0819 0.0194 0.1776 0.1355 0.1549
Total 1.0000 0.2372 1.0000 0.7628 1.0000

The weighting of the factors is based on the footage of mains, designated as either transmission mains or distribution
mains, as follows:

Footage

of Mains Weight
Transmission Mains (10 inch and larger) 1,043,652 0.2372
Distribution Mains (under 10 inch) 3,356,759 0.7628

Total 4,400,411 1.0000
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IOWA AMERICAN WATER COMPANY

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

FACTOR 8. ALLOCATION OF COSTS ASSOCIATED WITH FIRE HYDRANTS.

Costs are assigned directly to Public Fire Protection.

Customer Allocation
Classification Factor
(1 (3)
Public Fire Protection 1.0000
Total 1.0000

FACTOR 9. ALLOCATION OF COSTS ASSOCIATED WITH METERS.

Factors are based on the relative cost of meters by size and customer classification, as developed on
the following page and summarized below.

Customer 5/8" Allocation
Classification Equivalents Factor
(M) (2) (3)
Residential 60,682 0.7725
Commercial 14,802 0.1885
Industrial 1,129 0.0144
Other Public Authority 1,933 0.0246
Private Fire 0 0.0000

Total 78,546 1.0000




IOWA-AMERICAN WATER COMPANY

Docket No. RPU 2013-000-
Herbert Exhibit No. 1 - Baseline

Schedule 3
Page 13 of 23

lowa Department of Commerce

Utilities Board

ovs'el 12619 £€6'L 3215 62L'L el z08'vi GOE'S 289'09 eVL'9S jejol
0 0 0 0 0 0 0 0 0 008 8
oov 8 0 0 0sL € 0s¢ S 0 0 0°0S 9
0s¢ 142 0s [4 00¢ 8 0ol 14 0 0 0'se 14
sel 6 Sy € S/ S St b 0 0 0'st €
¥86'8 v 9611 181 8v9 18 808'9 168 45 14 08 14
0€6'L 98¢ Set VX4 Sl € 00.°L ove 08 gl 0s Zi-i
9zz'0l 060y ocL 8y 8¢ L £68'C (A4 N* STA AV 068'C §c b
189 1Sy 6 9 S € 8¢ee 144 see €¢e Sl ve
¥€8'6S PE£8°'SS 8. 8. 8 8 8€1'C 8€LC 0l0'es 0L0'es ol 8/G

(z1) (1) (6)x(2)=(01) (8 (2)x(2)=(8) (2) (S)x(2)=(9) (s) (£)x(2)=() (€) @ (1)

BuiyBrapn HEE Bunybiapn siolon Bunybiopn sio}on Bunybrapp SIS Bunybrapp sioe|y  jusjeainbg azig
JO JaquinN JO JIaqWINN Jo JaquinN JO JaquinN Jo JaquinN .8/5 119N
jejol Auouiny aijand 18uyiQ jeuisnpul [eloswIwo) jejuapisay

SNOILVYIIJISSY1D HIWOLSND O1 S1SOD ¥3LIW DONILVOOTIV ¥0Od SISva

ANYdINOD H31VM NVYOIRIINY VMO



Utilities Board
lowa Department of Commerce

IOWA AMERICAN WATER COMPANY

IOWA-AMERICAN WATER COMPANY
Docket No. RPU 2013-000-

Herbert Exhibit No. 1 - Baseline
Schedule 3

Page 14 of 23

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

FACTOR 10. ALLOCATION OF COSTS ASSOCIATED WITH SERVICES.

Factors are based on the relative cost of services by size and customer classification, as
developed on the following page and summarized below.

Customer
Classification

3/4"
Equivalents

(1)

Residential
Commercial

Industrial

Other Public Authority
Private Fire Protection

Total

(2)

57,318
7,344
296
685
5,254

70,897

Allocation
Factor

()

0.8084
0.1036
0.0042
0.0097
0.0741

1.0000
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FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

FACTOR 11. ALLOCATION OF TRANSMISSION AND DISTRIBUTION OPERATION SUPERVISION
AND ENGINEERING, STRUCTURES AND IMPROVEMENTS, AND OTHER EXPENSES.

Factors are based on transmission and distribution operation expenses other than those being allocated,

as follows:

Customer
Classification

(1)

Residential
Commercial

Industrial

Other Public Authority
Private Fire Protection
Public Fire Protection

Total

Transmission
& Distribution
Operating

Expenses

(2)

$ 114,280
42,586
9,144

4,758

9,146

21,884

201,799

Allocation
Factor

)

0.5664
0.2110
0.0453
0.0236
0.0453
0.1084

1.0000

FACTOR 12. ALLOCATION OF TRANSMISSION AND DISTRIBUTION MAINTENANCE SUPERVISION
AND ENGINEERING, STRUCTURES AND IMPROVEMENTS, AND OTHER EXPENSES.

Factors are based on transmission and distribution maintenance expenses other than those being

allocated, as follows:

Customer
Classification

(1)

Residential
Commercial

Industrial

Other Public Authority
Private Fire Protection
Public Fire Protection

Total

Transmission
& Distribution
Maintenance

Expenses

()

$ 533,360
228,876
61,382
24,595
76,720

440,181

$1,365,114

Allocation
Factor

)

0.3907
0.1677
0.0450
0.0180
0.0562
0.3224

1.0000
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IOWA AMERICAN WATER COMPANY
FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

FACTOR 13. ALLOCATION OF BILLING AND COLLECTING COSTS.

Factors are based on the total number of bills.

Customer Total Allocation
Classification Number of Bills Factor
(1) 2) (3)
Residential 238,710 0.8472
Commercial 36,092 0.1281
Industrial 1,486 0.0053
Other Public Authority 1,486 0.0053
Private Fire Protection 3,986 0.0141
Public Fire Protection 0 0.0000
Total 281,761 1.0000

FACTOR 14. ALLOCATION OF METER READING COSTS.

Factors are based on the number of metered customer bills.

Customer Total Metered Allocation
Classification Customer Bills Factor
(1) 2) (3)
Residential 238,710 0.8593
Commercial 36,092 0.1299
Industrial 1,486 0.0054
Other Public Authority 1,486 0.0054
Sales for Resale 0 0.0000

Total 277,775 1.0000
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FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

FACTOR 15. ALLOCATION OF ADMINISTRATIVE AND GENERAL EXPENSES

Factors are based on the allocation of all other operation and maintenance expenses excluding
purchased water, power, chemicals and waste disposal.

Operation &
Customer Maintenance Allocation
Classification Expenses Factor
(1) (2) (3)
Residential $3,061,785 0.5733
Commercial 1,026,800 0.1922
Industrial 276,190 0.0517
Other Public Authority 98,913 0.0185
Private Fire Protection 168,314 0.0315
Public Fire Protection 709,613 0.1328
Total $5,341,615 1.0000

FACTOR 15A. ALLOCATION OF CASH WORKING CAPITAL

Factors are based on the allocation of all other operation and maintenance expenses excluding

regulatory expense.

Operation &
Customer Maintenance Allocation
Classification Expenses Factor
(1) 2) (3)
Residential $10,130,187 0.5816
Commercial 3,538,191 0.2031
industrial 1,097,877 0.0630
Other Public Authority 342,800 0.0197
Private Fire Protection 446,690 0.0256
Public Fire Protection 1,862,997 0.1070
Total $17,418,743 1.0000
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IOWA AMERICAN WATER COMPANY

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

FACTOR 16. ALLOCATION OF LABOR RELATED TAXES AND BENEFITS.

Factors are based on the allocation of direct labor expense.

Customer Direct Labor Allocation
Classification Expense Factor
M 2y 3)
Residential $2,248,361 0.5722
Commercial 775,340 0.1973
industrial 216,778 0.0552
Other Public Authority 75,641 0.0193
Sales for Resale 0 0.0000
Private Fire Protection 103,494 0.0263
Public Fire Protection 509,625 0.1297
Total $3,929,239 1.0000

FACTOR 17. ALLOCATION OF ORGANIZATION, FRANCHISES AND CONSENTS,
MISCELLANEQUS INTANGIBLE PLANT AND OTHER RATE BASE ELEMENTS.

Factors are based on the allocation of the original cost less depreciation other than those items
being allocated, as follows:

Original
Customer Cost Less Allocation
Classification Depreciation Factor
(1) (2) 3)
Residential $58,377,509 0.5149
Commercial 24,725,653 0.2181
Industrial 7,839,425 0.0691
Other Public Authority 2,654,071 0.0234
Sales for Resale 0 0.0000
Private Fire Protection 4,014,795 0.0354
Public Fire Protection 15,767,996 0.1391

Total $113,379,448 1.0000
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IOWA AMERICAN WATER COMPANY

FACTORS FOR ALLOCATING COST OF SERVICE TO CUSTOMER CLASSIFICATIONS, cont.

FACTOR 18. ALLOCATION OF INCOME TAXES AND INCOME AVAILABLE FOR RETURN.

Factors are based on the allocation of the original cost measure of value rate base as shown on the
following pages and summarized below.

Original
Customer Cost Measure Aliocation
Classification of Value Factor
(1 2) (3)
Residential $52,087,303 0.5167
Commercial 22,211,885 0.2203
Industrial 7,113,104 0.0705
Other Public Authority 2,384,271 0.0236
Sales for Resale 0 0.0000
Private Fire Protection 3,453,278 0.0343
Public Fire Protection 13,574,130 0.1346
Total $100,823,970 1.0000

FACTOR 19. ALLOCATION OF REGULATORY COMMISSION EXPENSES, ASSESSMENTS AND
OTHER WATER REVENUES.

The factors are based on the allocation of the total cost of service, excluding those items being

allocated.
Customer Total Cost Allocation
Classification of Service Factor
(1) 2 (3)

Residential $22,110,657 0.5529
Commercial 8,459,880 0.2116
Industrial 2,642,814 0.0661
Other Public Authority 867,170 0.0217
Sales for Resale 0 . 0.0000
Private Fire Protection 1,168,207 0.0292
Public Fire Protection 4,737,270 0.1185

Total $39,985,998 1.0000
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