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S.F. " ~ •.• r • 

/3 ... J (J~r.~ ... ,.J!,. .-~:.:..( 

1 SectIon 1. Section 476.2. Code 1991. is amended by adding 

2 the following new subsectioll: 

3 NEW SUBSECTiON. 8. Notwithstanding section 476.3 or 

4 476.n, the board may adopt rules authorizing and establ:shing 

r; incentive regulation for uti:it:es furnishing commun:cdtion 

6 serVices. The purpose of incentive regulation is to proviue 

7 an incentive to utilities furnishing co~~unication service~ to 

B improve ~heir operating efficiency whi~e ~a\ntaining or 

9 improving the quality and availability oE their serVices. T~e 

10 rules may p[()vide for profit sharing, custome~ ~efunds, ar~d 

11 rate :}pxibi~ity. Irlcentive regulation shal: be rela~ed to 

12 the rate of retllrn es~ablished by the board tor each 

13 parlic,p;:~ing ut;lity. Reft;nds by a Utility under incentive 

14 regulation shall be equitably shared among ali the customers 

15 of the parti':ipa:ing utility. 

16 EXPLANATION 

17 i'he b!.':'l dt;thorizes the t...;tiliti..es ooard tc unpleme:lr. a 

18 proq[~]m of ince;ltivc reg~latic;~ for telephone utilities. T~e 

19 bill provides that tile purpose of incentive regtllation is to 

20 provide an iilceiltive to telepnolle utilities to become more 

21 efficient while protecting ~he quality of service to 

22 customers. ~nce~tive regulation would provide for profit 

23 sharillg. customer ref;lnds, and rate Elexibility. 
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SENATE CLIP SHEET APRIL 4, 1991 

SENATE FILE 506 
-3304 

Amend Senate File 506 as fellows: 
1. By striking everything after the enacting 

3 cla~se and inserting the following: 
4 nSec~ion 1. KEW SECTIO~. 476.2A INCENTIVE 
5 REGULATION. 
6 Notwithstanding section 476.3 or ~76.6, the board 
7 may adopt rules autho:izing and establishing incentive 
8 regulaLion for ra:e-~egu~ated Ioca: exchange :elephone 
9 utilities. The p~~pose of ince~tive regu~ation is to 

:0 previde an incentive to the ~tilities to improve :~e 
" operating effIciency of the ut:llties while 
12 maintaining or improving the q~ality of the servIces 
13 ~rovided by the utiliLies. :f a utiiity :ncteases i:s 
~4 ea:nincs above the utility's ra:e ~~ return pu:suant 
15 to incentive regulat:on, :~e utili:y stall share :~e 
16 increased ea~~i~gs with its customers to the exte~: 
17 and in a manner co~sistent wit~ this section and a~y 
18 r~les adopted by the beard. Any rules adopted by the 
19 boa~d fer incen:ive regulation, may provide for ra:e 
20 :1ex~bili~y, and shall include the following 
21 reau::ements: 
22 ~l. A :ocal exchange telephone utility shall share 
23 any increased earnings which are over the authorized 

~24 rate of return, and whic~ are equal to, or less than, 
five hundred basis ~oints over the authorized rate of 
return during the term of the local exchange tele~hone 
utility's oartici~atio~ in incentive regulation with 

28 all o:-its·c~s~omers on an eauitable basis. At least 
29 fifty oe:cent 0: the inc:easec ea:~incs sub~ect to 
30 divi~icn between the u:ility and its custom~rs shall 

"31 be returned to the customers. The division of 
32 increased earnings which are subject to division 
33 between the utility and its customers shall reflect 
34 :he degree to which the utility has assumed a risk of 
35 earning less than its authorized rate of return. All 
36 increased earnings which are not subject :0 division 
37 shall be returned to the utility'S customers. 
38 2. A local exchange telephone utility which e:ects 
39 to participate in incentive ~egulation sha:l 
40 participate for a minimum ef two years. However, a 
41 local exchange telephone utili~y is not required to 
42 participate in incentive regulation. 
43 3. A participating local eXChange telephone 
44 utility must make periodic reports to the board to 
45 doc~ment that the sharing requirements betwee~ the 
46 utility and its customers are being properly 
47 lmplemented. The utility'S earnings and rates ac~ ~ot 
48 subject to section 476.3, subsect:on 2, during the 
49 utility's participation in incentive regulation. 
50 Howeve~, the consumer advocate may request a hearing 

-' -
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1 concernlng any part of the utility's report. IE t~e 
2 board cetel::nines that there al:e :easonab1e grou:-:cs for 
3 proceeding with the hearing, the board shall promptly 
4 initiate a :ormal proceeding. 
5 4. The consuroer advocate or any other inte=ested 
6 person may file a complaint with the board concerning 
7 a participating utility's adjustment of its rates 
8 pursuant to rate flexibility under incentive 
9 reculation. In reviewinc a complaint, the board shall 

10 apply the standards as provided in section 476.5 and 
11 the procedures for complaints tound in sect~on 476.3, 
12 subsection 1." 

By MICSAEL E. GRONSTAL 

5-3304 FILED APRIL 3, 1991 /. ) 
(iC£,f'/(d) M ~~ -i!.l 33J':; <+/i'C1/ ffC> ________ . 

. _''------' .- -
SENATE FILE 506 

S-3327 
1 Amend the amendment, 5-3304, to Senate File 506, as 
2 fOllows: 
3 1. Page 1, by striking lines 24 through 26, and 
4 inserting the fOllowing: "rate of return during the 
5 term of the local exchange telephone". 
6 2. Page 1, line 31, by inserting after the word 
7 "customers" the following: ", and the board may 
8 require that all of the increased earnings above an 
9 amount as determined by the board must be returned to 

10 the utility's customers". 
By WILLIAM D. PALMER 

HARRY SLIFE: 

S-3327 FIL~" ~PRIL 4, 1991 
r:~ dl. 42'\1//,1.5-) 

SENATE FILE 506 
S-3336 

1 Amend the amendment, 5-3304, to Senate File 506, as 
follows: 

1. Page 1, by striking lines 24 through 26, and 
inserting the following: "rate of return during the 
term of the local exchange telephone". 

2 
3 
4 
5 
6 2. Page 1, line 31, by inserting after the word 
7 "customers" the following: ", and the board may 
8 l:equire that all of the increased earnings above an 
9 amount as determined by the board must be returned to 

10 the utility's custome:s'f. 

5-3336 FILED APRIL 5, 1991 
()£.~ 'fly t;. //<1;<-) 

By WISL!~~ D. PALMER 
HARRY SLIFE 
BERL E. PRIEBE 
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A BILL FOR 

Passed House, Date 

Vote: Ayes Nays 

1 An Act relatlng to establishing incentive reg~lation for 

2 utilities furnishing comm~r.ication services. 

3 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF :OWA: 
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S.F. t)()J2 H.F. 

1 section 1. NEW SECTION. 476.2A INCENTIVE REG~LAT:ON. 

2 Notwi:hstanding section 476.3 or 476.6, the board may adopc 

3 rules authorizing and establishing i~centive regulation for 

4 rate-regulated local exchange telephone utilities. The 

5 purpose of incentive regulation is to prvvide an incentlve :0 

6 the utilities to improve tr.e ope:at:ng effic:e~cy of tr.e 

7 utilities while maintaining or improving the quality of the 

8 services provided by the utilities. If a utility inc~eases 

9 its ear~~ngs above the ~tility's :ate of ret~r~ pursua~t to 

10 incentive ~egulation, the utility shall sha~e ~he increased 

11 ear~i~gs with its c~stomers to the exte~t and :n a xan~er 

12 consiste~t wi~h this section a~d any ru:es adcp:ed by the 

13 board. Any ru~es adopted by :he board for incen:~ve 

14 regulation, may provide for rate ~lexibi:i~YI a~d shall 

15 include the following requi~e~en:5: 

16 1. A local exchange ~elephcne ~:i:i:y sha:: share a:1Y 

17 i~creased earni~gs which are over the a~~~orizcd ~ate 

18 :etur~ d~r~~g t~e ~er~ of t~e loca: exc~a~ge ~e:ephc:~e 

19 ~ti:~ty's partic~pation in ince~~~ve reg~lat~o~ ~it~. a:l of 

20 its c~sto~ers C~ a~ equi:ab:e basis. A: leas~ ~:~:y ?e~cen: 

21 of the increased ear~ings su~ject tc .. ." - , 
c:v:s:o~ oet~ee~ :~e 

22 utili:y and i:s c~sto~ers shal: be [et~r~ed ~~ :~e c~s:o~e=s, 

23 and t~e b~ard ~dy require t~a~ a1: of t~e :~c~eased ea:~:ngs 

24 abcve a~ a~ou~t as de:e:~i~ed ~y ~~e boa~d ~l=sr be ret~:~ed ~0 

25 the u~ility's cilsto~ers. 
. . 
~r.c:e~sec ea:~~~ss 

26 Nhich are s~bject to betwee~ the 

27 custo~ers sha:: reE~··c~ t~e degree to wh:ch the ~:il~ty ~as 

28 assumed a risk of ea=~ing less than its a~tho=j.2ed ~a:e 

29 returr.. AI: increased earni~gs ~~ich a!e ~ot 5~jject :0 

30 d~visic~ shal~ ~e ret~rned to :he ~:i:i:y's c~s~o:~e:s. 

31 2. A local excha~ge :elep~o~e ~ti!:~y ~hic~ elects :0 

32 part~cipate in i~centi~e reg::la:io~ shal: pa~~~c~~ate for a 

33 rni~i~il~ of two yea~s. Ho~ever, a local exc~a~~e te:eph~~e 

34 utili~y is not :equi~ed to part~c~pa~e ~n i~ce~tive 

.;1;' 35 regulation. 
311q~ 



1 3. A participating local 

2 make periodic reports to the 

s.p. SOh 

exchange telephone utility must 

board to document that the 

3 sharing requirements between the utility and its customers are 

4 being properly implemented. The utility's earnings and ra:es 

5 are not subject to section 476.3, subsection 2, during the 

6 utility's participation in incentive regulation. However, the 

7 consumer advocate may request a hearing concerning any par~ of 

8 the utility's report. If the board determines that :here are 

9 reasonable grounds for proceeding with the hearing, the beard 

10 shall promptly initiate a formal proceeding. 

11 4. The consu~er advocate or any other interested perso~ 

12 may Eile a complaint with the board concerning a par:icipating 

13 utility's adjustment of its rates pursuant to rate ::exibility 

14 under incentive regulation. In reviewing a complaint, the 

15 board shall apply the standards as provided in section 475.5 

16 and the procedures for complaints found in section 476.3, 

17 subsection 1. 
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SENATE FILE 506 
H-3693 

1 Amend Senate File 506, as amended, passed, and 
2 reprinted by the Senate, as fo~lows: 
3 1. Page 2, by inserting after line 17, the 
4 following: 
5 "5. The board shall not authorize any local 
6 exchange telephone utility to operate under a plan of 
7 incentive regulation unless the utility has filed with 
8 the board, and started implementation of, a network 
9 upgrade plan. For purposes of this section, a 

10 "network upgrade plan" means a plan for the 
11 reolacement of all nondicital central office switches 
12 with digital central office switches and associated 
13 improvements in other facilities as required to allow 
14 the transmission oE signals within the local exchange 
15 at a level consistent with the quality allowed by the 
16 digital switch. The network upgrade pian shall be 
17 implemented in good faith by the utility involved. 
18 Such reolacement and associated imorovements under the 
19 plan shall be completed no later than Jan~ary :, :994. 
20 If the board a~thorizes operation under a plan for 
21 incentive regulation but later finds that a filed 
22 network upgrade plan has not been implemented in good 
23 faith by the utility involved, the utility shall 
24 refund to customers all earnincs under the olan for 
25 incentive regulation which are'over the authorized 
26 rate of return for the utility." 

~ By DICKINSON of Jackson 
~-3693 FILED APRIL 17, 1991 

SENATE FILE 506 
H-3728 , 

• Amend Senate ?iie 506, as amended, passed, and re-
2 printed by the Senate, as follows: 
3 

to increase or decrease ra~e5 Durs~ant ~o sec:io~ 
476.6, or a reques: for a deterxination of t~e 
reasonableness of the ut::ity's existing rates 

1. Page 1, line 35, by inserting after ~he word 
4 "regulation." the following: IfA~y election by a local 
, exchange telephor.e uti:ity to ?arc:c:pa:e in :ncencive 
6 regulation shall be filed concurren:ly witr. a request 
7 
8 
9 

lO pursuant to section 476.i. An election by a :cca: 
1: exchange teleohone ut:litv to ~ar,ici~ate in :ncen:lve 
l2 regulation shall not beco~e ef~ective'until ~he board 
l3 ta~es final action in the proceeding under sec:ion 
l4 476.6 or 476.7 commenced pursuant to this subsecc:on." 

H-3728 FILED APRIL :S, 1991 

By HOLVECK of Polk 
CHAPMAN of Linn 

1 
; 



SENATE FILE 506 
H-3719 

Ame~d Se~ate F:le 506, as amended, passed, and 
2 rep~in~ed by the Se~a~e, as ~o::ow£: 
3 l. Pa~e l, by in$er~ins after line 35, the 
4 following: 
~ I'A local exchange telephone utili:y sha:: no~ 
6 participate under a 91an o~ incentive reg~laticn for a 
7 per:od of greater than four yea:s. Also, after s~ch 
8 ~tiliry has been unde~ the plan for the minimum two-
9 yea~ pe~iod, the board shal: initiate a contestee case 

10 proceeding to review ai: of the following: 
• 1 a. How invest:nen':, revenue, and expenses under the 
!2 ~lan cornoare ~o what investment, reve~ue, and eXDe~5es 
_J ~ould p:;bably have bee~ under traditiona: rate ;f 

:5 b. How ~ates ~o c~stome~5 unde: the pla~ co~pare 
16 to wha~ ra~es to c~stomers would probably have bee~ 
17 under t:adit~onal ra:e of Ie:~rn reg~latio~. 
~8 c. Ho~ se~vice qua~ity under the plan cornpa~es to 
:9 what service quality would probably have bee~ unde~ 
20 traditiona: ra~e of ~et~rn regu:atior.. 
21 d. Whether the u~ility's plans for futu~e 
22 operations a~e Co~slstent with maintai~ing or 
23 imp:oving the qua::ty of telecorr~~nicatior.s service. 
24 e. Whether :he cast of capital to the utility has 
25 changed from the cost 0: capital currently used under 
26 the incentive olano 
27 As a result"o: this review, the board may app~ove 
28 continued opera:iJn under t~e p:an, terminate the 
29 plan, or modify the plan. IE the plan is modif,ed by 
30 the board, the u:il:ty may, ~ithin thirty days, choose 
31 to return to traditional rate of return regulation 
32 [athe~ than continue operating under the plan 0: 
3] incentive regu:ation." 

By HOLVECK of Polk 
H-3719 FILED A?RI~ 18, 1991 

SENATE FILE 506 
8-3729 

1 Amend Senate File 506, as amended, passed, and 
2 reprinted by the Senate, as follows: 
3 1. Page 2, by inserting after line 17 the 
4 follolving: 
5 "Sec. __ The board shall not approve, and a 
6 local exchange te:ephone utility shall not in:tiate, a 
7 p:a~ of incentive reg~:ation after July 1, 1996. 
8 However, all local exchange telephone utilities 
9 partlcipatir.g in incentive regulation pursuant to 

10 section 476.2A shall continue to particicate for ~he 
II duration of the plan or the minimu~ two-year period, 
12 as applicable." 

8-3729 FILED A?R!~ 18, :991 

By HOLVECK 0: Polk 
HALVORSON o~ Webster 



SENATE FILE 506 
H-S079 

~~e~d 5e~ate ~:le 506 as ase~ded, Pdssec, ~nd 
2 :eprl~:ed by :~e Senate, as follows: 
3 ?age 2. OJ lnse~t~ng aE:e~ l~ne :~ the 
'"1 :ollowing: 
5 " The co~su~e: advocdte a~d ~he u:i~ic~es 
6 d;visio~ sta':: c:oncuc: a st1,..:cy -:.f ti'1e ':"::ce:-:.t~ve 
7 :egulat:or. pro~:a~ estab~isr.ed pu~s~a~~ ~o :~~s 
a 5ectlO~. The study shall inc:~de a desc:ipt~0n cE the 
9 p:cgram, the n~mbe~ of :ocal exc~ange :e~2p~o~e 

10 u:ilitles part~cipa=l~g, and a~ a~alys~s of ~he 
~~ e::ects or the p:ogra~. The a~a::sis or ~~e ~E~ec:s 
12 sha:l i~c:ude a compd:iso~ of ~hat the ra:es would 
13 have been. and how those rates wc~ld nave changed. 
14 without Lncentive regulation. and the act~al races 
15 res:l1ting under the incentive reaulatio~ ~:ca:am. ?he 
16 study stall provide a compa~iscD~of suc~ ~ate5 :o~ 
l7 each calendar year du:i~g the st~dy pe::oc oeginn~~~ 
18 Ja~uary 1, 1993, a~d continuing throug~ calenda~ year 
19 1996. The CC~5ume= advocate and t~e ~t~:l:ies 

20 division shall subm:t a repo:t of the s~udy's :indi~gs 
2~ to the ge~era: assembly r.o later t~an :ebr~a,y 1. 
22 :997. 
23 ~hi5 sec~ion is :epealed :u:y 1, 

2-:- Re~~rr.i:Jer as necessary. 24 

8-5079 
By ':;RO:-;INGA of 

:ILE~ FEBRUARY 18, 1992 

SENATE FILE 506 

1997." 

CE?!':O Gc:do 

8-5589 
1 Amend 

amended. 
fol1o~/s : 

2 
the amendment. H-5420. to Senate File 506 •. as 
pas.sed, and reprinted by the Senate. as 

3 
4 1. Page 2, line 39. by inserting after the word 
5 "The" the following: "legislative fiscal bureau. 
6 after consulting with the". 
7 2. Page 2, line 40. by striking the word 
8 "division" and inserting the following: "division.". 

By GRONINGA of Cerro Gordo 
8-5589 FILED MARCH 30, 1992 



SENATE FILE 506 
6-5666 

: 

Se:-:a:'e :':':c S06, 
axe~cec, ~2SSeG, ~ .. ~ :ep:l~:e6 by ~~e Se~ate, as 

?2Se 
:,-,:..:-..=,~::..:-:S : 

"Spc. 

.. ::. .. ~.:: 
- ~ /"" . - . 
_·v __ ,J'-''::'· 

.:..;-:c':"ca:es : ..... 2.: 

l.99:", 

~~ .. -~ ,. __ . 
-''-.-Co.;'" .') •• ..=; __ 

2. .. :'()C2.:" e:-:C:'".2!1Ce :e:e:>:"'.s:;e .......... _.:. :~. 
~d~~:c:~a::~q _. ~~ce~:iv~ ~ec~~a:~c~ ~~cer 
~7£.2A s~a:: ~~c\'~6e :~:~~~a~:c)~ .:..~ a~~~:io~ :~ :~2 --- .•. -

_2 .. :.._~~v's 2::~_3: :e~o:: as =e~~es:ed C\" :~e boa~d ~r 

24 

------
-------_.-_ .. 
ad\'~ca:e s~a:: ·e-··ps~ _~~'_'~r~' .~-~~ at·o~ as -=---=-==-=:...=.---,-=--=-;~ .... =~":-:",=,,,:-c-;,;c:,,'-',-"=-c.;.;--,-_~,---"-,-c..=-_-=-,' ,-' _,,-,V,,_,---' "=-,--,c,--;-_. _. ,-' ---'''-'-
~eceSS6:V, :0 eva~~a:e ~~e :mpact ~~ ~nce~ti~e 

t~e ~ates an6 ~D@~at!Ons of s~ch 

2, Re~urnoer as ~ecessary, 
By OSTERBERG 

H-5666 ,::"£D A?R:L 2, 1992 

as 
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HOUSE CLIP SHEET MARCH 23, 1992 Page 7 

SENATE FILE 506 
H-5420 

1 Amend Senate File 506, as amended, passed, and 
reprinted by the Senate, as follows: 2 

3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
15 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 

1. By striking everything after the e~acting 
clause and inserting the following: 

"Section 1. NEW SECTION. 476.2A INCENTIVE 
REGULATION. 

Notwithstanding section 476.3 or 476.6, the board 
may adopt rules authorizing and establishing incentive 
regulation for rate-regulated local exchange telephone 
utilities. The purpose of incentive regulation is to 
provide an incentive to such utilities to take 
advantage of technological opportunities and 
efficiencies to improve the operating efficiency of 
the utilities while maintaining or improving the 
quality of the services provided by the utilities. A 
utility shall not be allowed to participate in a plan 
for incentive regu:ation un:ess the board makes a 
finding within twelve months of the time participation 
in incentive regula~ion is allowed that the rates of 
the utility are just and reasonable. IE a utility 
increases its earnings above the utility's authorized 
rate of return pursuant to i~centive regulation, the 
utility shall share the increased earnings with :ts 
customers to the extent and in a ~anner consis:ent 
with this section and any rules adopted by the board. 
Any rules adopted by the board for incentive 
regulation, may provide for rate f~exibility, except 
that basic monthly service rates for residence and 
business customers shall not be increased without 
express approval of the board in a contested case 
proceeding. The rules shall include the following 
requirements: 

1. A local exchange telephone utility shall share 
any increased earnings which are over the authorized 
rate of return during the term 0: the local exchange 
telephone utility's participation in incentive 
regulation with all of its customers on an eq~itable 
basis. At least fifty percent of the increased 
earnings subject to division between the utility and 
its customers shall be refunded to the customers, and 
the board may require that all oE the increased 
earnings above an amount as determined by the board 
must be refunded to che utility'S customers. The 
divisio~ of increased earnings which a=e subject to 
division between the utility and its custcme~s shal: 
reElect the degree to which the uti:ity has ass~med a 
risk of earning less than its a~thorized rate oE 

48 return. All increased earnings which are not subjecc 
49 to division shall be refunded to the uti:ity's 

A. 50 customers. 
~~a-5420 -1-



!l-S420 
?age 2 

1 2. A local exchange telephone utility ~hich elects 
2 to participate in ir.centive regulation shall 
3 participate to( a ~in~mum of two years in the absence 
4 of exceptional and unforeseeable ci:cu~sta~ces. :~ 
5 the case of excep~io~a: and unforeseeable 
6 circumsta~ces, the ~tiiitv or the co~s~me: advocate 
7 may request that the board termi~a~e participatio~ i~ 
8 incentive regulat:on for the utility. However, a 
9 local exchange telephone utility is ~Ot required to 

10 participate in incentive regulation. 
11 3. A participating local exchar.ge telephone 
12 utility must make periodic reports to the board :0 
13 document that the sharing requirements between the 
14 utility and its customers are being properly 
15 impleme~ted. The utility's earnings and rates are not 
16 subject to section 476.3, subsection 2, during the 
:7 utility's participation in incentive regu:ation. 
18 However, the consumer advocate shall have ~he pcwer to 
19 investigate complia~ce with incentive regulation 
20 requirements and may request a hearing concerning any 
21 part of (he utility's report. I~ the board determines 
22 that there are reasonable grounds Ear proceedi~g with 
23 the hearing, the board shall promptly initia~e a 
24 formal proceeding. 
25 4. The consumer advcca:e or any other interested 
26 person ~ay file a complain: with the board co~cer~ing 
27 a par~:cipating utility's adjustment of i~s rates 
28 purscan~ ~o rate f~exibility unde~ incer.tive 
29 reg~lation. :n reviewing a cOIT.plai~t, t~e board shal: 
30 apply che standards as provided in section 475.5 and 
Jl t~e procedures for complaintS found i~ sec:io~ 476.3, 
32 subsect.ion 1. 
33 5. For purposes of this section, "basic monthly 
34 service for residence and business customers" mea~s 
35 local exchanae se~vioe, existinc extended area 
36 service, enh~nced 911 service, ;cd all other local 
37 services necessary for any c~stomer to use local 
38 exchange faoilities. 
39 6. The consumer advocate and the util::ies 
40 division shall conduct a stuav of tte incentive 
41 regula:ion program established pursuant to this 
42 section. The study shall include a description of the 
43 program, the number of local exchange telephone 
44 utilities participating, and an analysis of the 
45 effects of the program. The analysis of the effects 
~6 shall :nclude a comparison of w~at tr.e ra~es wou:d 
~7 ha~e been, and how those rates would have cha~ced, 
48 ~:~hout ince~tive regulation, ar.d the actual ra:es 
49 resulting under the incentive regulation program. T'he 
50 study 5ha~l provide a comparison of such :ates Eo~ 
E-5420 -2-
H-5420 
Page 3 . d' . . 

1 each calendar year during the study per.o ~eglnnlng 
2 January 1, 1993, and continuing through calendar year 
3 1996. The consumer advocate and the utilities 
4 division shall submi~ a ~eport of t~e study's findings 
5 to the general assembly nO later than February l, 
6 1997." 

By COMMITTEE ON COMMERCE 
HANSEN of woodbury, Chairperson 

H-5420 FILED MARCH 20, 1992 
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SENATE FILE 506 
H-5567 

1 Amend the amendment, H-5420, to Senate File 506, as 
amended, passed, and reprinted by the Senate, as 
follows: 

2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
By 

1. Page 1, line 22, by striking "he words "rate 
of return" and inserting the following: "rate of 
return by taking specifically identifiable measures co 
improve its efficiency". 

2. Page 1, line 23, by inserting after the word 
"share" the following: "in". 

3. Page 1, lines 23 and 24, by striking the words 
"with its customers" and inserting the following: 
"attributable to the specifically identifiable 
measures". 

4. Page 1, line 33, by inserting after the word 
Ii share'l the following: Ilin ll

• 

5. Page 1, line 35, by inserting after the word 
"return" the following: "which are attributable to 
specifically identifiable measures taken to improve 
efficiency". 

6. Page 1, line 37, by striking the words "with 
all of its customers". 

7. Page 1, line 38, by inserting after the word 
"basis." the following: "Increases in earnings over 
the authorized rate of return which are not 
attributable to specifically identifiable measures 
taken to improve efficiency are not subject to 
division between the utility and its customers and 
shall be refunded in total to the utility's 
customers." 

8. Page 1, line 48, by inserting after the word 
"return" the following: "~I provided, however, that 
the utility shall receive no share of any increased 
earning which result solely from a reduction in the 
number of employees". 

9. Page 2, line 20, by inserting after the word 
"and" the following: "whether increases in the 
utility's earnings are caused by specifically 
identifiable measures taken by the utility to improve 
its efficiency, and the consumer advocate". 

10. Page 2, line 23, by inserting after the word 
"hearing," the following: "including a showing that 
the increases in earnings are in substantial part 
caused by factors other than specifically identifiable 
measures taken by the utility to improve its 
efficiency,". 
HOLVECK of Polk 
OSTERBERG of Linn 
CHAPMAN of Linn 
BURKE of Marshall 'e 8-5567 FILED MARCH 26, 1992 

3ROWN of Lucas 
HALVORSON of Webster 
MURPHY of Dubuque 
SHOULTZ of Black Hawk 
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SENATE FILE 506 
H-5566 

1 Amend the amendment, H-5420, to Sena:e Fi:e 506, as 
2 amended, passed, and reprinted by the Senate, as 
3 follows: 
4 1. Page 2, line 25, by inserting after the figure 
5 "4." the following: "If a utility's earnings under a 
6 plan for incentive regulation are above a level set by 
7 the board by rule, the board shall require the utility 
8 to revise its rates downward so that its earnings do 
9 not exceed the rate of return authorized under 

10 incentive regulation, plus a portion of the increased 
11 earnings subject to division which are attributable to 
12 the preceding year's operation." 

By OSTERBERG of Linn 
8-5566 fILED MARCH 26, 1992 

SENATE FILE 506 
H-5545 

1 Amend the committee amendment, H-5420, to Senate 
2 File 506, as amended, passed, and reprinted by the 
3 Senate, as follows: 
4 1. Page 2, by inserting after line 32, the 
5 following: 
6 " The board shall not authorize any local 
7 exchange telephone utility to operate under a plan of 
8 incentive regulation unless the utility has filed with 
9 the board, and started implementation of, a network 

10 upgrade plan. For purposes of this section, a 
11 "network upgrade plan" means a plan for the 
12 replacement of all nondigital central office switches 
13 with digital central office switches and associated 
14 improvements in other facilities as required to allow 
15 the transmission of signals within the local exchange 
16 at a level consistent with the quality allowed by the 
17 digital switch. The network upgrade plan shall be 
18 implemented in good faith by the utility involved. 
19 Such replacement and associated improvements under the 
20 plan shall be completed no later than January 1, 1994. 
21 If the board authorizes operation under a plan for 
22 incentive regulation but later finds that a filed 
23 network upgrade plan has not been implemented in good 
24 faith by the utility involved, the utility shall 
25 refund to customers all earnings under the plan for 
26 incentive regulation which are over the authorized 
27 rate of return for the utility." 
28 2. Renumber as necessary. 

By DICKINSON of Jackson 
H-5545 FILED MARCH 26, 1992 

• 
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SENATE FILE 506 
H-5646 

1 
2 
3 
.; 
5 

!'..,mend 
arr.ended, 
toliows: 

the amer.ciment, H-5420, to Senaee =i:e 506, 
passed, and reprinted by the Senate, as 

'. ;,V "'-'1·:..-; .... 0 p-oe 1 'l'-e'" ... "' .......... "g'- "dce ' • - ~~ .~~~ "'- •• ~ GO... , -'- ,. / ~ •• L'-';"; ~I t-' ... j, 

ll~e 6 ana :nse:tl~g the Eollow~ng: 

as 

5 
7 
8 
9 

:0 
11 
12 
... 0 

2.4 
:5 
:'6 
l7 
18 
19 
20 
21 
22 
23 

"A telephone utility wjich is ab:e to red~ce i~s 
expe~ses by increasi~g the eEf~cie~cy o~ its 
operations sha:l be allowed to retai~ all of :~e net 
~ncome attributab:e to the i~c!ease in eEficienc"; 
u~til the neAt o~oceedina setti~9 rates fo~ the ~ 
utility. :~ that next pr0ceecii~~ setting ~ates for 
~he utility, the ~tility may be allcwed, a~ :he 
disc~etio~ of the board, tc ~etain lesser amounts c~ 
:he ~et i~come att:ib~:able to the ~ncrease in 
efficie:;cy. :f s~bstantial compet~tion ~xi5tS Eo! a 
service ~rovided by a telephone ~t~l~ty that has ~ot 
been dereQ~lated bv :~e board under secti~n 476.19, 
the boardJmay appr;ve a tariff for the service ~hich 
provides for rate ~lexibilitv within a range 
p~escribed in the ta:ifE. P;r rate chances ~~:hi~ :he 
range specified by the tariff, t~e uti:~~y :leed ~ct 
comply with :he requirements of sectio~ 476.6, 
subsectio~s 5, 6, and 7."'1 

H-5646 :ILED ~~RCR 31, 1992 
By HOLVECK of Pol" 

SENATE FILE 506 
8-5615 

~ runend t~e committee amendrne~t, 2-5420, to Se~a:e 
2 File 506, as amended, passed, a~d reprinted oy the 
3 Senate, as follows: 
4 1. Page 2, by striking lines 1 through 10, and 
5 i~serting the following: 
6 "2. All local exchange telephone uti:ities sha:l 
7 ~articiDate ~n i~centive regulation for a mi~imcm of 
8 two YearS, un~ess oarticiDatiDn is otherwise 
9 terminated pursuant tc this subsection. In the event 

10 of exceptional and unforeseeable circumstances, the 
11 utility or the consumer aevocace may request that the 
12 board ter~ina~e participation in incentive ~egLlation 
13 for the utili~y.'1 

By OSTERBERG of Linn 
3-5615 FILED MARCH 31, 1992 

SENATE FILE 506 
H-5629 , 

• hE,end tr.e amendmenc, H-5420, to Senate :::e 506, as 
2 amer.ded, passed, and reprinted by the Senate, as 
] fellows: 
4 •. Page l, by striking lines 18 and 19, and 
5 inserting the following: "fi~ding ~hat the ra~es o~" 
6 2. Page:, :i~e 20, by insert~~g a~ter the ~ord 
7 "reasonable'! the Eo::ow~ng: "at the time 
8 participation i~ i~centive regulation is allowed". 

By BRAND 0: Bento~ 
3-5629 F:LED MARCH 31, 1992 
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SENATE PILE 506 
H-5630 

Amend the committee amendment, H-5420, to Senate 
2 File 506, as amended, passed, and reprinted by the 
3 Senate. as follows: 

1. Page 1, lines 29 through J1, by striking the 
5 words "without express approval ot the board in a 
6 contested case proceeding". . 

By BRAND of Benton 
H-S630 FILED MARCH 31, 1992 

SENATE FILE 506 
H-S634 

Aw.end the amendment, H-5420, to Senate File 506, as 
2 amended, passed, and reprinted by the Senate, as 
1 Eollows: 
4 I Page 1, line 40. by inserting after the werds 
5 "the customers," the following: "twenty percent of 
6 lhe increased earnings subject to divlSio~ betwee~ the 
J utility and its customers shall be used for improving 
8 the quality of the serVices provided and ~pgrading the 
9 system o~ the uti,lity,". 

]0 2. ?age 1, iine 41, by Inserting before the words 
:1 "the board" the follOWing: "ten percent of the 
12 1:lcreased earnings subject to division between the 
13 utility and its customers shall be deposited in the 
:4 state communications network fund established in 
15 section 18.137, and". 
16 3. Page 1, line 42, by inserting after the word 
17 "earnings" the following: "aEter the above 
18 distributions are made and". 

By BRAND of Benton 
H-S634 FILED MARCH 31, 1992 

SENATE FILE 506 
H-5650 

Ame~d the amendment, H-S420, to Senate ~ile 506, 
2 amended, passed, a~c reprinted by ~~e Sena:e, as 
.> fellows: 

as 

,; ?age 2, by i~se:ting afte: li~e 33 :he follow-
5 I ng : 
6 " U~less otherwise provided, this sectlo~ does 
7 ~O~ apply to a telephone compa~y o:ga~ized as a 
8 carpo~aticn ~nder chapte: ~91 qualifying purs~a~t to 
9 a~ i~:e:nal ~eve~ue service letter ~uling under I.R.C. 

:0 501Ic)(12) as a na~prof~t carpOra:ia~ entl:led to 
dlstribute p~ofits i;~ a ma~~er s~m::ar :c a cta~te: 

12 499 coraera:lon, oc :0 a :elepho~e ~oo?ecative 
:. J c.'rgan':'zec under chanter 499 .. ," 
:~ 2. Ren~mbec as necessacy. 

By KREMER of 3~cha~an 
R-5650 FILED A?R:L :. 1992 
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SENATE FILE 506 
g-571S 

Ame~d the coa~ittee amend~en:, n-S420, to Sena~e 
2 2ile 506, as amended, passed, and reprinted Dy the 
J Senate, as follows: 
4 1. Page 2, by insertir:g after line 38, ~he 
5 follo"Jing: 
6 "6. 'The board may approve the operation of a 

-7 telephone utility under a plan Eo~ ince~tive 
8 reguLation if the board finds, aEter r.otice and an 
9 opportunity for ~vicentiary nearing, all of the 

10 followi::g: 

Page 11 

Ii a. ooeration u~der a Dian Eo~ incentive ~eguiation 
12 is neces~ary to achieve o~erating efficiencies which 
13 could not otherwise be achieved. 
l' h. Operation ~nde~ a p~an for incentive regulation 
15 is li~ely to provide lower rates to customers Eo~ 
16 cO~T!u~ications services that would ~ot be possib~e 
17 under traditional ra~e base/ra~e of retu~~ regulation. 
18 c. Operation ~r.der a pla~ for incentlve regucatio~ 
19 will not result in the degradation of the quality or 
20 availability of co~~unications services. 
21 These findings may be ~ade as part 0: a contested 
22 case determining the reasonableness of a ~ti:ity's 
23 rates." 
24 2. Renumber as necessary. 

By HOLVECK of Polk 
H-571S FILED APRIL 3, i992 

SENATE FILE 506 
g-S712 

1 ~~end amendment, H-5420, to Senate :ile 506, as 
amended, passed, and reprinted by the Senate, as 
follows: 

2 
3 
4 
5 

1. Page 2, line 36, by inserting before the word 
"enhanced" the follow~ng: "91: or". 

By OSTER8ERG 0: Linn 
g-5712 FILED APRIL ], 1992 



HoeSE C~I? SHES, APRI~ 4, :992 ?age 'j 

SENATE FILE 506 

A.'n(':~d !::r.e ciner;C~e!1::, H-j~20, co Se::a.te Fi:i.e S()G, as 
~ a~0~Ge~:, p~ssed and ~epri~ted by the Se~ate, as 

"' ?age :, l).~e 35, by :::ser:i:lg after tte w~r(~ 
S "re~..l:'--:;" r!~p fC"': lO\;l~::;: ", p'::",,;s d:: a:-nOu:1: CiS 
6 de:cr;l::neJ by slJbsec:icn 3A,". 
/ 2. ?age 2, by inser:ing a!te~ :i~e 2~ the 
R roli,O\-JL:--.g: 
9 ".")A. The ut':"l':"ty bca~d S~2:~ aGCpt ru2.es 

lO ~st~t)~~S~~~g a tele~~c~e ~t~::ty. p~od~c~ivit~ i~dex 
~l :C)[ ~~e ~1,lrpo5e of ae:e!Xl~l~S t~e ?ort!o~ ot any 
:2 ~~creased ear~i~gs wnicn are :0 be shared wi:~ a 
_, c;~i.~;~:;'s cus:om('~s ?,;rsuan: :0 subsect~on~. T~e 

!4 prod~c:i~ity ~~dex ~5 a percentage eq~al to the 
IS aver3ge incre~se or dec~ease .:..~ costs with':"~ the 
1(, tl2::"t'~;:>h\;r~e \~::ility indus:~y as co:nparec :0 the 

7 prpcedi~g ca~el1dar ye~r. T~e ri~:es s~a:: establish a 
:8 fo[n~la fa: ~~e conpar~san o~ eac~ telephone ~:!l~~y's 
~~ perf~rcancQ ~:th tha: teta: ~nd~s~~y pe:~crmance. ~~le 
)(J beard sha:: :equire a telephcne ut~lity to return di: 
2_ excess P3rnings :0 the :elep~o~e ut~lity's c~sto~ers 
22 w~~ch ar2 atcr~h~table t~ expec:eci eff~c~e~cy 

~mpr~vel~e:!:s as ~eas~~cd by :he product~v~ty ~ndex. 

24 T~e [lercen:age o~ d~y ~:no~:!: wh~ch is ~~ excess ~t the 
JtilitY'5 au:~o~ized ra:e o~ ret~r~ after be~~g 

2G adjusted by :he prcduc~~vi~y ~~dex is s~bject :0 
sha~i~g pursuar~: to 5ubsecL~o~ 1. ~he board sjal: 
exaffi!rle :~e productivit~· iIlcr03se of al: telephor!~ 
, , .... : ' : ... ; r,· :., 1,-." - ;.... e - c" 0;: .... ;., ~ 1 ~ ,". t • e'" . e;)'" c.: ; r. L. L .;. _ .;. l. ~ '- :.-:. ~.. <..1\', c:. ~ I J c.. _ '- I • t:::: a ~ _.. j, I",.l. _..... ~. 

3L 

"to dete~mini~g the a~nudl telep~o~e utility p:od~c:ivity 
3l fcc:or ~o be used o~:s~ant :0 :~is s~osectio~ and 

sila:l an~~ally upd~:e this index. ~nless otherw~se 
determined by the board, :~e ailn~al te:ep~one tltiliry 

:4 p~oductiv~ty fac:cr to je ~5ed during the i~itldl year 
35 0: i~ce:i:':'ve reg',llaticn sha:l be s':'x percent." 

By OSTERBERG of Li'ln 
FILED A?RI~ 0, :992 
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SENATE FILE 506 
~H-5716 
~ i A~end the d~end~~n~1 E~542~" to ~e~~te File ~06, 

2 amenaed, passed, d:1G rep[l~tea ~}' tne ~e~ate, as 
as 

3 f 0 II o~·}s : 
4 1. ?age 1, lInes 30 and 31, by str~k~ng the words 
~ 11':':1 a ccnt.es~ed case ;>roceedi~g" and i:1ser::ing tr.e 
() follow:r:g: "pu"sua:~t to sect:or: ;75.6". 
7 2. ?age 3, by ~nserting after li~e 6 the follow-
e :"a: 
9 "Sec. N~W SECT:ON. 476.23 RATE-REGLJ~ATED 

~O LOCAL ::XCHAUGE TELCPEONE UTE:,'! STR:;CTORE. 
1. A ,.a[e-reg~:ated iocal excha~ge telepho~e 

:2 U[:!:~y shall only provide both basic mon:hly service 
lJ fo~ rpsidence a~c bus':'~ess cGs:cmers a~c otter loca: 
,4 excha:lge teleCOmr:lu:licat:on.'3 services. A rate-
~5 regulated local excr:ange telephone ut:!ity which 
~O offers a~y se[~ices i~ additio~ to such basic ~o~thly 

serv':'ces and :cca: exc~ld~ge se~Vices ~hall establish a 
:3 ;'>'d~ OJ roo ~.3ter tha~ ,ra~uary 1, 1993, :0, the sale 
:9 ~nd transfer of s~cn ot~e[ services and assets wh:ch 
20 do ~ct direc~:j ~~v~lve sucn ba5~c mo~th:y service5 or 
21 local excha~ge se,Vlces ~o a sepa,ate e~t~ty :n w~ich 
22 t~e rate-regulated .,tilitj sha~l ~ot ,e:a:n any 

2~ 

e~~ 
La 

n 
2B 

23 COlltrol or 0w~erS~1~? i~terest. 7he I):an sha:l be 
sl:b~it~ed to the ut~:~~ies board ~or approva~. A ?~al~ 
de~eloped by a ~~te-reg~lated loc~: exchange ~e:epho~e 
utili:y p~rs~a~t to t!~i~ sectio;l s~a:: be ilnplen~e~ted 
nu later than j~ly I, 1991. 

2. The separate en:i:y whic~ purchases the 
29 services and assets f~o~ ~~e race-~egulated local 
30 pxcnange telephone utility wh:ch do ~Ot invo~ve basic 
:~: month~'l serv~ces dnd :ocal exc~ange se~v~ces ~ay 
12 participate i~ i~ce~tive regulatio~ pursuant to 
33 sectioll 476.2A. A rate-regulated loca: exchar:ge 
34 teiephone u~ility providing basic rnonth:y serVIces 
35 shall not participate ~n i~cen~ive reg~latio~." 
16 3. Renumber as ~ecessary. 

By OSTERBERG of Linn 
11-5716 FILED APRIL 3, 1992 



SENATE FILE 506 
H-5724 

1 Amend the amendment, H-S420, to senate Pile 506, as 
amencied, passed, and reprinted by the Senate, as 
follows; 

2 
3 
4 1. page 1, line 40, by inserting after the words 
5 "the cus~omers,'1 the following: "twenty percent of 
6 the increased earnings subject to division between the 
7 utility and its customers shall be used for improving 
8 the quality of the services provided and upgrading tne 
9 system of the utility,". 

10 2. Page 1, line 41, by inserting before the words 
11 "the board" the following: "ten percent of the 
12 increased earnings subject to division between the 
13 utility and its customers shall be deposited in the 
14 state communications network fund established in 
~5 section 18.137 and shall be used exclusively for 
16 financing Part III of the system, and". 
17 3. Page 1, line 42, by inserting after the word 
18 "earnings" the following: "after the above 
19 distributions are made and". 

By BRAND of Benton 
H-5724 FILED APRIL 6, 1992 



HOUSE CLIP SHEET APRIL 17, 1992 

506 
eH-S947 

1 ~~end the a~e~dme~t, H-5420, to Senat~ File 506, 
2 amended, passed, a~d reprinted by the Ser.ate, as 
3 follows: 
4 ' ?age 2, by inserting before line 11 the fol-
Slowing: 
6 n A local exchange telephone utility, which 
7 elec~to participate in incentive regulation, shall 
8 retain an adequate work force to meet or exceed the 

Page 11 

as 

9 service standards required under board rules in effect 
Ie on Ju~y :, 1992, or any more stringent service 
11 standards adopted by rule after that date." 
12 2, Renumber as necessary. 

By SHERZAN of Polk 
H-5947 FILED APRIL 16, 1992 

SENA',re FILE 506 
H-5950 

1 Amend amendment, H-5420, to Senate File 506, as 
2 amended, passed, and reprinted by the Senate, as 
3 follows: 
4 1. Page 2, by inserting after line 38 the 
5 following: 
6 " Notwithstanding any other provision of this 
7 chapter, a telephone utility applying for or operating 
8 under incentive regu~atio~ shall not increase rates 
9 charged for basic 0: enhanced 911 service after 

10 January I, 1992, for a period of three years. A 
11 telephone utility which has increased its rates for 
12 basic or enhanced 911 serv:ce after January 1, 1992, 
13 shall not apply for incentive regulation for a period 
14 of three years after such an increase is allowed, 
15 except that such a telephone utility may apply 
16 iw~ediate1y upon decreasing the telephone utility's 
17 rates for basic or enhanced 911 service to a level 
18 equal to or less than the level charged by the 
19 telephone utility on January I, 1992," 
20 2. By renumbering as necessary, 
By B~ANSHAN of Greene FOGARTY of Palo Alto 

\~ISSING of Scot t KOENIGS of Mi tchell 
MER~Z of Kossuth BEATTY of Warren 
DVORSKY of Johnson NIELSEN of Linn 
BRAND of Benton DICKINSON of Jackson 
aR~~ER of Linn ADAMS of Hamilton 
BURKE of Marshall MURPHY of Dubuque 
CHAP~~N of Linn HAVERLAND of Polk 
SVOBODA of Tama TEAFORD of Black Hawk 

H-5950 FILED APRIL 16, 1992 
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Passed Senate, Date ________ __ 
Vote: Ayes ____ Nays ___ __ 

ssR t013. ~ 
tVtnM€ R.C£ 

SENATE FILE 50{ 
BY (PROPOSED COMMITTEE ON 

COMMERCE BILL BY 
CHAIRPERSON DELUHERY) 

Passed House, Date ________ _ 
Vote: Ayes ___ _ Nays 

Approved _____________________ __ 

A BIll FOR 

1 An Act relating to establishing incentive regulation for 
utilities furnishing communication services. 2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

BE !T ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 

TLSB 2740SC 74 

mj/sc/14 



S.F. H. F. 

1 Section 1. Section 476.2, Code 1991, is amended by adding 
2 the following new sUbsection: 
3 NEW SUBSECTION. 8. Notwithstanding section 476.3 or 
4 476.6, the board may adopt rules authorizing and establishing 
5 incentive regulation for utilities furnishing communication 
6 services. The purpose of incentive regulation is to provide 

7 an incentive to utilities furnishing communication services to 
8 improve their operating efficiency while maintaining or 

9 improving the quality and availability of their services. The 
10 rules may provide for profit sharing, customer refunds, and 

11 rate flexibility. Incentive regulation shall be related to 
12 the rate of return established by the board for each 
13 participating utility. Refunds by a utility under incentive 
14 regulation shall be equitably shared among all the customers 
15 of the participating utility. 
16 EXPLANATION 

17 The bill authorizes the utilities board to implement a 
18 program of incentive regulation for telephone utilities. The 
19 bill provides that the purpose of incentive regulation is to 
20 provide an incentive to telephone utilities to become more 

21 efficient while protecting the quality of service to 
22 customers. Incentive regulation would provide for profit 
23 sharing, customer refunds, and rate flexibility. 
24 

25 
26 
27 
28 

.29 

30 

31 

32 

33 

34 

35 
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