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Act relating to estabiishing incentive requlaticr for

utilities furnishing commurication services.
IT ENACTED BY THE GLENERAL ASSEMBLY OF THE STATE OF IQOWA:
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A A
Section 1. Secticn 476.2, Code 1991, is amended by adding

the tollowing rew subsection:
NEW SUBSECTION. 8. Notwithstanding section 476.3 or

476.6, the board may adopt rules authorlizing and estabiishing
incentive requlation for utiilities furnishing communication
services. The purpose of incentive reculation is to provide
an incentive to utilities furnishing communication services to
improve their operating efficiency while maintaining or
improving the qualityv and availability of their services. Th
rules may provide for profit sharing, customer refunds, and
rate flexibility. Incentive reguiation shal: be relared Lo
the rate of recurn estadlished by the board for each
participating utility. Refunds by a utility under incentlive
reguiation shall be equitably shared amcng al: the custcmers
of the participazing utility.
EXPLANATION

“he bi.l authorizes the utilinies poard ko 1mpiement a
program of 1ncentive regulaticn for telephone utilities. The
bill provides that the purpose of incentive regulation 1s to
provide an incentive to telepncone utilities to become more
efficient while protecting the gquality of service to
customers., Inacentive regulation would provide for profit

sharing, customer refunds, and rate flexibility.
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SENATE FILE 506
3304

Amend Senate File 506 as fcollow

1. By stri KLng evervzhlng afte

lause and inserting the fu-lowlng

"Section L. NEW SECTION. 76.

REGULATION,

Notwithstanding section 476.3 or 476.6, the board
may adopt rules authorizing and establisrlng incentive
regulation for rate-reguiated loca: exchange telephone
utilities. The purpose of ingentive reguiation is o
rovide an incentive to the ctilities to improve itn
operating efficiency of the utliities while
maintaining or improving the gquality of the services
nrovided by the utilities. If a utl: increases 1:s
earnings above the utility's rate o n pursuant
tc incentive regulation, the utili:ty s share th
ingr eased earrnings with 1ts customers he extent
and in & manner consistent with this section and any
rules ado pLec by the bocard. Any rules adopted b
incenzive regulation, may provide for
ity, and shall include the following

-
local exchaﬂge telephone utiiity shall share
increased earnings which are over the authorized
of return, and which are egual to, or less than,
e hundredé basis points over the authorized rate of
turn during the term c¢f the local exchange telephore
“y's participation in incentive regulation with

its customers on an eqguitabie basis. At least
percent of the increased earnings su biect to
isicn between the utility and its customers shall
e returned to the customers. The division of
increased earnings which are subject to division
between the utility and its customers shall reflect
the degree to which the utility has assumed a risk of
earning less than 1ts authorized rate of return. All
increased earnings which are not subject to division
shall he returned to the uvtility's customers.

2. A ipcal exchange telephone utility which elects
to participate in incentive regulation shail
participate for a minimum cf two years. However, a
local exchange telephone utilicy is not required to
participate in incentive regulatior.

3. A participating local exchange telephone
utility must make periodic reports to the board to
document that the sharing requ:irements between the

tility and its customers are being properly
implemented. The utility's earnings and rates are not
subject to section 476.3, subsect'01 2, during the
utiligy's participation in incentive regulation.
However, the consumer advocate may request & hearing
,
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concerning any part of the utility’'s reporc. If‘th
board determines that there are reascnable grounds Lor :
proceeding with the heariang, the board shall promptly i
initiate a formal proceeding. .
4. The consumer advocate or any other interestec
person may file a complaint with the boa;d concerning
a participating utility's adjustment of its rates
pursuant to rate flexibility under incentive o
reculation. In reviewing a complaint, the bocarc sngll
apély the standards as provided 1n sgction §76.5 and
the procedures for complaints £eound in section 476.3,

subsection 1."

i— rnp

By MICHAEL E. GRONSTAL

$-3304 FILED APRIL 3, 19851
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amend the amendment, S$-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. Page 1, line 31, by inserting after the word
"customers" the following: ", and the board may
require that all of the increased earnings above an .
amount as determined by the becard must be returned to ’
the utility's customers".

By WILLIAM D. PALMER
HARRY SLIFE

=z APRIL 4, 1991
Z\Jf— 77

SENATE FILE 506
5-3336

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

l. Page 1, by strixing lines 24 through 26, and
inserting the following: “rate of return during the
term of the local exchange telephone”.

2. Page 1, line 31, by inserting after the word
"custcmers” the following: ", and the board may
require that all of the increased earnings above an
amount as determined by the board must be returned to
the utility's customers™.
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By WILLIAM D. PALMER
g HARRY SLIFE :

BERL E. PRIEBE

S-3336 FILED APRIL 5, 1991
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(AS AMENDED AND PASSED BY TEE SENATE APRIL 8, 1991)
ALL New Language by the Senate

Passed Senate, Date Passed House, Date

Vote: Ayes Nays Vote: Ayes Nays
Approved

A BiLL FOR

1 An Act relating to establishing incentive regulation for
2 utilities furnishing communication services.
3 BEZ IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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NEW SECTION. 476.2A INCENTIVE REGULATION.
Notwithstanding section 476.3 or 476.6, tne board may adop:

Section 1.

rules authorizing and establishing incentive regulation for
The

purpose of incentive regulation is to provide an incentive

rate-regulated local exchange telephone utilit:ies,.
to
the vtilities to improve the cperating efficiency of the
utilities while malintaining or improving the guality of th
services provided by the utilities. If a utllify 1increases
1ts earnings above the utliity's rate of return pursuant to
incentive regulation, the utility shall share the increased
earnings with i1ts customers to the extent andé in a manner
consistent with this section and any rules adcpted
board. Any rules adopted by the board for incentive
regulatlion. may provide for rate flexibility,
inclucde the fcliowing requirements:

1.

increased earnings which are over

4 local exchange telephcne ciiiity shalil share

return curing the term of the local exchange

utility's participation in incentive regulatlon witin all of

ion
its customers on an equitable basis. At least ity percent
s

cf the increased earnin

n
utiligy and 1ts customers shal. be

Y]

nd the board may regquire tiazt

T

abcve an amount as ¢

[~
the utility's custcemers. The Ci¢
which

are subiect to &i-

customers shal:

assumed a

retyrn. All increased earnings e’
divisicn shall be returned Lo the utility's customers.
2. A local exchange <“elephnone utility which ei=cts o
participate in ingcentive regulaticon shall participate for a
ninimunm of twe years. Hewever, a local exchance telephsne
utilizy is not required to participate in incentive .

regulation.
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3. A participating local exchange telepﬁone,utility must
make periodic reports to the board to document that the
sharing requirements between the utility and its customers are
being properly implemented. The utility's earnings and rates
are not subject to section 476.3, subsection 2, during the
utility's participation in incentive regulation. However, the
consumer advocate may request a hearing concerning any part of
the utility's report. 1If the board determines tnat there are
reasonable grounds for proceeding with the hearing, the bcard
shall promptly inltiate a formal proceeding.

4, The consumer advocate or any other interested person
may £ile a complaint with the board concerning a participating
utility's adjustment of its rates pursuant to rate flexibility
under incentive regulation. In reviewing a complaint, the
board shall apply the standards as provided in section 476.5
and the procedures for complaints found in section 476.2,
subsection 1.

SF 506
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SENATE FILE S06
H-3693

Amend Senate File 506, as amended, passed, and
reprintecd by the Senate, as follows:

1. ?Page 2, by inserting after line 17, the
following:

"5. The board shall not authorize any local
exchange telephore utility to operate under a plan of
incentive regulation unless the utility has filed with
the board, and started implementation of, a network
upgrade plan. For purposes of this section, a
10 "networx upgrade plan" means a plan for the
11 replacement of all nondigital central office switches
12 with digital central office switches ané assoclated
13 improvements in other facilities as regquired to allow
14 the transmission of 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 replacement and associated improvements under the
19 pian shall be completed no later than January :, 1.994.
20 If the board authorizes operation under a plan for

21 incentive regqulation 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 earnings under the plan 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

9
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SENATE FILE 506
BE-3728

Amend Senate rlle 506, as amended, passed, and re-
printed by the Senate, as follows:

1. Page 1, line 35, by inserting after che wor
"regulation." the fcllowing: "Any electicn by a 1
exchange telephore utility to participate in incen
regulation shall be filed concurrently with a recu
to increase or decrease rates pursuant o section
476.6, or a reguest for & determination of the
reascnableness of the utliity's existing rates
pursuant to section 476.7. An election by a lccal
exchange telephone utility to participate in ‘ncencive
regulation shall not become effective until the board
takes final action in the proceeding under secticn
476.6 <r 476.7 commenced pursuant to this subsecticn.”

By HOLVECX of Polk
CHAPMAN of Linn
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SENATE FILE 506

g-3719
amend Senate File 5
reprinted by the Senat

i. Page 1, by inse
following:

"aA local exchange telephone utilizy sha.l not
participate under a pla1 of incentive reguliaticn for &
period of greater than four yea:s. Also, after such
stility has been under the plan for the minimum two-
year period, the doard shall initiate & contesteC case
proceeding to review aii of the foliowing:

a. How -nvesgme“u, revenue, andé expenses under the
nlan compare to what lnvestment, revenue, and expenses
would probably nave been under fraditiona. rate of
returs reguiation.

b. How rates to customers under the plan compare
o whai rates to customers weouid probably nave been
under traditional rate of return regulation.

c. Yow service quaiity under the plan compares to
what service guality would probably have been under
traditiona: race of -eturn regu:ation.

d. Whether the u:Ll‘ty's plans for future
operaulons are coasistent with maintaining or
improving the GuaL‘"v of telecommunications service.

e. Whether the cost of capital to the utility has
changed from t%e cos: of capital currently used under
26 the incentive pian.

27 As a result of this review, the board may approve

28 continued ope:a:ion under the plan, terminate the
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29 plan, or modify tne plan. [If the plan is modif:ied by
30 the board, tne utiiity may, within chirty days, choose
> to return to traditional rate ol return regqxahon
32 rather than continue operating under the plan o:
33 incentive regu.ation.”
By HOLVECK of Polk
g-3719 FILED APRIZ 18, 1991
SENATE FILE 506

H-3729

Amend Senate il
reprinted by the Sen

1. Page 2, by i
following:
; "Sec. ___. The bpard sh;}; not approve, and a
local exchange telephone utlilifty shall not initliate, a
p.an of incentive reagulation after July 1, 1996.
However, all local exchange telephone utilitlies
part;cipating in incentive regulation pursuant to
section 476.2A shall continue to participate for =i
duration of the plan or the minimun two-%ear perio
as applicable.”

5, as amended, passed, and
. as follows:
ting after line 17 the
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By HOLVECK of Polk
HALVORSON o©f wWebster
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SENATE FILE 506
‘ E-5079
H Amend Senats ©ile 506 as amended, passed, and
2 reprinted by the Senate, as follcows:
3 ~. Page 2, py inserting after line 17 the
4 following:
3 " . The consurer advccate and the utiiities
6 divistion shall conduct a study 2f the .ncentive
7 regulation program estabiished pursuant Lo tnis
3 secticon. The study shall include a descripgtiosn of the
9 prcgram, the number Of local exchange :tel2pneone
10 utilities participating, and an anralvsis of tre
11 elfects of the program. The anaiysis of tne effeccs
12 shall include a comparison ¢f what the ractes would
i3 have peen, and how those rates weulld have changed,
14 without incentive regulation, and trhe actuiai rates
15 :esnl;ing under the incentive regulaticn prsgram.  The
16 study sta-; provide a comparisch of such rates Iot
L7 each calend vear during the study perlod dpeginning
18 January i, 1993, anc cont;nulng through calendar vear
19 1896. The ccnsumer advocate and the utilities
20 division shall submit a report of the study’s findings
2i to the general assembly no later than February 1,
22 1997.
23 ____. This section is repealed July 1, 1997.°
24 2. Renumber as necessary.
_ By SRONINGA cof Cerro Gerdo
H-5079 PFILED FERRUARY 18, 13992
SENATE FILE 506
H~-5589
1 Amend the amendment, H-5420, to Senate File 506, as
2 amended, passed, and reprinted by the Senate, as
3 follows:
4 1. Page 2, line 39, by inserting after the word
S "The" the following: "legislative fiscal bureau,
6 after consulting with the"
7 2. Page 2, lire 40, by striking the word
8 "division™ and inserting the follecwing: "division,”.

By GRONINGA of Cerro Gordo

5589 FILED MARCH 30, 1992
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HOUSE CLIP SEEET MARCH 23, 1992 Page 7

SENATE FILE 506

’. H-5420
’ 1 aAmend Senate File 506, as amended, passed, and

2 reprinted by the Senate, as follows:

3 1. By striking everything after the eracting

4 clause and inserting the following:

S "Section 1. NEW SECTION. 476.2A INCENTIVE

6 REGULATION.

7 Notwithstanding section 476.3 or 476.6, the board

8

9

10

may adopt rules authorizing and establishing lncentive
regulation for rate~requlated local exchange telephone
utilities. The purpose of incentive regulation is to
1l provide an incentive to such utilities to take
12 advantage of technological opportunities and
13 efficiencies to improve the operating efficiency of
14 the utilities while maintaining or improving the
15 quality of the services provided by the utilities. A
16 utility shall not be alliowed to participate in a plan
17 for incentive regqulation unless the board makes a
18 finding within twelve months of the time participation
19 in incentive regulation is allowed that the rates of
20 the utility are just and reasonable, If a utility
21 ilncreases its earnings above the utility's authorized
22 rate of return pursuant to incentive regulilation, the
23 utility shall share the increased earnings with its
N 24 customers to the extent and in a manner consistent
. 25 with this section and any rules adoptec by the board.
26 Any rules adopted by the board for incentive
27 reguiation, may provide for rate fiexibllity, except
28 that basic monthly service rates for residence and
29 business customers shall not be increased without
30 express approval of the board in a contested case
31 proceeding. The rulies shall include the following
32 requirements:
33 l. A local exchange telephone utility shalil share
34 any increased earnings which are over the authorized
35 rate of return during the term of the local exchange
36 telephone utility's participation in incentive
37 regulation with a1l of its customers on an eguitable
38 basis. At least fifty percent of the increased
39 earnings subject tc division between the uvtiiity and
40 its customers shall be refunded to the customers, and
41 the board may require that all of the increased
42 earnings above an amount as determined by the board
43 must be refunded to zthe utility's customers. The
44 division of increased earnings which are subject o
45 division between the utility and its custcmers shall
46 reflect the degree to which the utility has assumed a
47 risk of earning less than its authorized rate of
48 return. All increased earnings which are not subject
49 tc division shall be refunded to the utility's

50 customers.
. H-5420 -1-
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2. A local exchange telephone utility which elects
to participate in incentive regulation shall
participate for a minimum of two years in the absence
of excepticnal and unforeseeable circumstances., In
the case of exceptional and unforeseeable
circumstances, the utility or the consumer advocate
may request that the board terminacze participation in
incentive regulation for the utility. However, a
local exchange telephone utility Is not required to
participate in incentive regulation.

3. A participating local exchanrge telephone

tility must make periodic reports to the board o
document that the sharing requirements between the
utility and its customers are being properly
impiemented. The utility's earnings and rates are not
subject to section 476.3, subsection 2, during the
utllity's participation in incentive reguiation.
However, the consumer advocate shall have the pcwer to
investigate compliance with incentive regulation
requirements and may request a hearing concerning any
part of the utility's report. If the board determines
that there are reascnable grounds for proceeding with
the hearing, the board shall promptly Initiate a
formal proceeding.

4. The consumer advccacze or any other interested
person may file a complaint with the bcard concerning
& participating utility's adjustmernt of its rates
pursuant to rate flexibility under incentive
r FuLaulun. In reviewing a complaint, tne poard shall

pply the standards as provldec in secrion 475.5 and
the procedures for complaints found in section 476.3,
supsection 1.

5. For purpcses of this secrion, "basic monthly
service for residence and business customers' means
Local exchange service, existing extended area
service, enhanced 911 service, arnd all other local
services necessary for any customer to use local
exchange facilities.

6. The consumer advocate and the utilitles
division shall conduct a study of the incentive
41 regulation program established pursuant to this
42 section. The study shall include a description of the
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43 program, the number of local exchange telephone

44 vrilities participating, and an analysis of the

45 effects of the program. The analysis of the effects
46 shall Include a comparison of what the razes would

47 have been, and rhow those rates would have changed,

48 without incentive regulation, arné tnhe actual ratzes

49 resuliing under the incentive requlation program. The
50 study shall provide a comparison of such rates for
E-5420 | -2-

E-5420 '

Page 3

each calendar year during the study period beginning
January 1, 1993, and continulng through calendar year
1996. The consumer advocate and the utilities
division shall submit a report of the study's findings
to the general assembly no later than February i,
1997."

Aempr
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By COMMITTEE ON COMMERCE
HANSEN of Woodbury, Chairperson

E-5420 FILED MARCE 20, 1992




HOUSE CLIP SHEET MARCH 27, 1992 Page 15

SENATE FILE 506

' H-5567
A Amend the amendment, H-542G, to Senate File 506, as

amended, passed, and reprinted by the Senate, as
follows:

L. Page 1, line 22, by striking the words “rate
of return” and inserting the following: *“rate of
return by taking specifically identifizble measures to
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:
"ettributable to the specificalily identifiable
measures”.

4, Page 1, line 33, by inserting after the word

"share"” the following: "in".
5. Page 1, :iine 35, by Inserting after the word
"return" the following: "which are attributable to

specifically identifiable measures taken to lmprove
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 sarnings cver
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: "; 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 3ROWN of Lucas
OSTERBERG of Linn HALVORSON of Webster
CHAPMAN of Linn MURPHY of Dubuqgue
BURKE of Marshail SHOULTZ of Black Hawk

H-5567 FILED MARCH 26, 1992




HOUSE CLIP SHEET MARCH 27, 1992 ' Page 14

SENATE FILE 506

HE-5566

W00~ OV U N e

10
11
12

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

1. Page 2, line 25, by inserting after the figure
"4." the following: "If a utility's earnings uncder a
plan for incentive regulation are above a level set by
the board by rule, the board shall require the utility
to revise its rates downward so that its earnings do °
not exceed the rate of return authorized under
lncentive regulation, plus a portion of the increased
earnings subject to division which are attributable to
the preceding year's operation."”

By OSTERBERG o©f Linn

B-5566 FILED MARCH 26, 1992

SENATE FILE 506

H-5545

WU bk

10
11
12
13
14
is
i6
X7
18
16
20
21
22
23
24
25
26
27
28

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

1. Page 2, by inserting after line 32, the
following:

" . The board shall not authorize any local
exchange telephone utility to operate under a plan of
incentive regulation unless the utility has filed with
the board, and started implementation of, a network
upgrade plan. For purposes of this sectlon, a
"network upgrade plan" means a plan for the
replacement of all nondigital central office switches
with digital central office switches and associated
improvements in other facilities as reguired to allow
the transmission of signals within the local exchange
at a level consistent with the qualility aillowed by the
digital switch. The network upgrade plan shall be
implemented in good faith by the utility involved.
Such replacement and associated improvements under the
plan shall be completed no later than January 1, 1994.
If the board authorizes operation under a plan for
incentive regulation but later finds that a filed
network upgrade plan has not been implemented in good
faith by the utility involved, the utility shall
refund to customers all earnings under the plan for
incentive regulation which are over the authorized
rate of return for the utility."

2. Renumber as necessary.
By DICKINSON of Jackson

B-5545 FILED MARCH 26, 1992
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SENATE FILE 506

H-5646
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Amend the amerndment, H-5420, to Senacte File 506, as
amended, passed, and reprinted by the Senate, as
fcliows:

i. By striking page 1, line 7 %nrough page 2,
lire 6 and Inserting the following:

"A telephone utility which is able to reduce irs
2Xpenses by increasing the efficien y of its
operations shall be allcwed to retain all of the net
ncome attributable to the increase in efficliency
until the rext proceeding settlng rates for the
utilicy., In that next proceeding setting rates for
the utllity, the utility may be allcwed, az zhe
disc:ec‘or of the board, tc retain lesser amounzs of
the ret income attributaple to the increase in
efficiency. if substantial competiticn exists for &
service proviced by a telepnone utility that has not

been deregulated bv tre board under section 476.1D,
the board may approve a tariff for the service which
provides for rate flexibility within a range
prescrioec in the tariff. For rate changes wiznin zhe
range specified by %he tariff, trhe utility need rct
comply with the requirements of section 476.6,
subsectiens S5, 6, and 7.""

By HOLVECK of Polx

H-5646 FILED MARCH 31, 1992

SENATE FILE 506

H-5615
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Amend the committee amendment, #-5420, tc Sena:ze
ile 506, as amended, passed, and rep-inted oy the
Senate, as follows:
1. Page 2, by striking lines 1 thnrough 10, &nd
inserting the follow;nc.

"2. All iocal exchange ue’ephone utillzles shall
participace -n incentive regulation for a winimum of
two vears, uniess participation is otherwise
terminated pursuant tCc this subsection. In the event
of excepticnai and unforeseeable circumstances, the
utility or the consumer advocate may request that the
board termlnate participation in incentive regulation
for the utilicy."

-
-
a

By OSTERBERG of Linn

g-5615 FILED MARCH 31, 1992

SENATE FILE 506

H-5629
1 amend tre amendment, H-5420, to Senate File 306, as
2 amerded, passed, and reprinted by the Senate, as
3 fellows:

0 ~J Oy iy

=

.. Page !, by striking lines 18 ané 19, and
av

:nserting the foliowing: "finding that the rates oIf”.
2. Page 1, Iine 20, by inserting after the woré

"reasonable” the following: Mat the time

participation in incentive regulaticn is allgwed".

By BRAND of Benton

H-5629 FiILED MARCH 31, 1992
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SENATE FILE 506

H-5630
Amend the committee amendment, H-5420, to Senate
Fi1le 506, as amended, passed, and reprinted by the
Senate, as follows:

1. Page 1, lines 29 through 31, by king the
words "without express approval of the board in a
contested case proceeding”.

- -
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By BRAND of Benton

E-5630 FILED MARCH 31, 1992

SENATE FILE 506

HB-5634
the amendment, H-%420, to Senate File 5066, as

passed, and reprinted by the Senate, as

Amend
amended,
follows: .

1. ?Page 1, line 40, by
"the customers,"” the following:
the increased earnings subject to divisior between the
utility and its custcmers shall be used for improving
the quality of the services provided and upgrading the
system of the utility,".

2. Page 1, iine 41, by
"the board" the following: '"ten percent cf the
1ncreased earnings subject to division between the
utllity and 1ts customers shall be deposited in the
state communlicat:ions retwork fund established in
secticn 18.137, and".

3. Page 1, iine 42, by 1lnserting after the word
"earnings" the following: "after the above
distributions are made and".

By BRAND of Benton

2
3
4 inserting after the wcrds
5 "twenty percent of
B

7
8
9

10

T
ok

12
13
14
15
16
17
18

inserting pefore the words

H~-5634 FILED MARCH 31, 1992

SENATE FILE 506
H-5650
i Amend the amencdment, H-5420, 7o Senate File 30
2 zmended, passed, &nd reprinced by tne Senate, as
3 fecllows
4 H Page 2, by inserting afrer line 38 the fol
5 ing:
6. "._ . Urless otherwise provided, this section
7 not apply to a telephone company orzanized as a
8 ccorporaticn under chapter 491 qualiLy*ng pursuanrt
9 ar internal revenue service letter ruling under I.
26 3011c)(12) as a nonpr o:i: corpdration entitled Lo
i distribute profits in a2 manner similar ¢ a chapt
12 499 corporation, or Lo a :eleon“”e cogperative
13 organized under chapter 499."
s Z. Renumber as necessavry.
By KREMER of Buchanan
B-5650 FILED APRIL ., 1842

Page 10

65, as

low-
aoes

to
R.C.




HOUSE CLIP SHEET APRIL 4, 1992 Page 11

SENATE FILE 506

g-5718
M Amend the committee amendmens, H-5420, to Senate
2 file 596, as amended, passed, and reprinted by the
3 Senate, as follows:
4 1. Page 2, by inserting after line 38, the
5 following:
& "6. The board may approve the operation of &
"7 telephone utility under a pian for incentive
8 regulation if the board finds, after rotice ancd an
3 opportunity for evidentiary nearing, aii of the
10 following:
11 &. Operacion urnder a plan for incentive reguiation
12 1s necessary to achieve cperating efficiencies which

i3 could not otherwise be achieved.

14 b. Operation under a p:an for incentive regulation
15 is likely to provide lLower rates to customers for

16 communications services that would not be possibie

17 undetr traditional ra-e base/raze of return regulaticn.
i c. Operation urder a plan for incentive regu.ation
19 will not result in the degradation of the quality or
20 availability of communicaticns services.
21 These findings may be made as part of te
22 case determining the reasonableness of a ztiiity's
23 rates."

24 2. Renumber as necessary.

By HOLVECX of Po:ik

(5]
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'H-5718 FILED APRIL 3, 1992

SENATE PILE 506

H-5712

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

1. Page 2, line 36, by inserting before the word
"enhanced" the following: "911 or".

By OSTERBERG of Linn

UV G

B-5712 FILED APRIL 3, 1992
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SENATE FILE 506

Amend the amencment, H-3320, to Senate Flie 506, as
amended, passed and reprintac by the Senate, as
£

L Page L. line 35, by ingerting after tne word
"recurn" the following: ", Dius an amount ds
determined by subseczicn 34,7,

2. Page 2, by inserting after Line 24 the
folicwing

rules

"3A. The uti-:tv pocard snall adep
establisning a telephcne J;i;ity prod
for tne purpose of determining the po
increasecd earnlngs wihlch are to be sha
Lnillicy's CuStomers purSuan 0 subsect:
productivity index s a percentage equal

average increase or decrease in ¢osts wlthin the
telephonre utlllty lndustry as comparec o the
preceding catendar year. The rules snall establlsh a
formula for the compariscn ol each telephone uillizy's
performaﬂce woth that tetal industiry perfcrmance.  The

board shail reguire a telephone urility to return ail
eXCess earnings to the celephone ut}l‘ty's customers

which are atcributable to expected efficiency
improverments as Teasured by the productivity ndex,
Trhe percentage ol any amnounc which is in excess of the
2Tiilty's aurhorized rate of rerurn after bein
acdjusted o/ the producﬁivi“v index 13 subject o
sharing pursuant to subsection 1. The board snhall
exam:ne the productivity increase of all teLepnone
utilities In Iowa In each of the last ¢ Jears in
determining the annual telephcore utility productivity
factor to be used pursuant To “hls sudsection and

sna.l annualily updaze this index. Unless ctherwice
determined by the board, the annuai telephone utilirty
productivity faczcer to be used during the 1nitial year
¢! incentive reguiaticn shall be six percent.”

By OSTERBZRG of Linn

H-5714 FILED APRIL 5, 1992
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SENATE FILE 506

Amend the amendment, H-5420, to Serate File 506
amended, passed, and reprinted by the Serate, as
foliows:

1. ?Page !, lines 30 and 31, by striking the wordcs
"In a ccntested case proceeding" and inserting the
following: 'pursuant Lo section 476.6%,

2. Page 3, by :inserting after line 6 the follow-
b e

"Sec. . NIW SECTION. $476.23 RATE-REGULATED

LOCAL ETXCHANGEZ TELEPHONE UTILITY STRUCTURE.

1. A rate-regu.ated .ocal exchange telepnone
utillity shall only provice both basic ﬂonthly service
For residence and business customers and otner local
exchange telecommunications services. A rate-
reguiated lccal excnange telegpnone utility which
offers any services 1n addition to sSuch pasic monthly
services and lcca. exchange services shail estanlish a
vian by no iater tharn January 1, 1992, Zor the sal
and transfer of such other services and assets which
¢o nct directiy nvolve sucn basic monthly services or
iocai exchange services o & separate entity in wnich
the rate-reguiated utility shall not retain any
control or cwnership interest. The plan sha.l be
submitted to the utilinies peoard Ior approvar. A pian
developed by a rate-regulated local exchange telepihore
unility pursuant to thisg section shall be ilmplemented
no later than July i, 1391,

2. Tne separate entity which purchases tne
services and assets from nhe race-reqgulated local
excnange telephcne utility which do not invoIve basic
monthiiy services and local exchange services may
particlpate 1n incentive regulation pursuant o
section 476.2A. A rate-regulated loca. excnange
teiephone utility providing basic monthiy services
snall nct participate In incentlve regulation.”

3. Renumber as necessary.

By OSTERBERG of Linn

L2%

i#-5716 FILED APRIL 3, 1992
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Amend the amendment, H-5420, to Senate File 506, as
amended, passed, and reprinted by the Senate, as
follows: .

1. Page 1, line 40, by inserting after the words
"the cusromers," the following: "twenty percent of
rhe increased earnings subject to division between the
utility and its customers shall be used for improving
the quality of the services provided and upgrading the
system of the utility,".

2. Page 1, line 41, by inserting before the words
"the board” the following: "ten percent of the
increased earnings subject to division between the
utility and its customers shalii be deposited in the
crate communications network fund established 1in
cection 18.137 and shall be used exclusively for
financing Part III of the system, and".

3. page 1, line &2, by inserting after the word
"earnings" the following: "after the above
distributions are made and".

By BRAND of Benton

B-5724 FILED APRIL 6, 1992
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SENaTE TILT 566
. H-5G647
amend the amendmenc, H-5420, Lo Senate File 506, as

L a

2 amended, passed, and reprinted by the Senate, as

3 foliows:

4 1. DPage 2, by inserting befcre line 11 the fol-
5 lowing:

5 " . & local exchange telephone utility, which
7 elects to participate in incentive regulation, shail
§ retain an adequate work force to meet or exceed the
§ service standards required under board rules in effect
1C on July X, 1992, or any more stringent service
11 standards adopted bv rule after that date.”
12 2. Renumber as necessary.

By SHERZAN of Polk
2-5947 FILED APRIL 16, 1992

SENATE FILE 506
E-5950

Amend amendment, H-5420, to Senate File 5056, as
amended, passed, and reprinted by the Senate, as
follows:

1. Page 2, by inserting after line 38 the
following:

" . Notwitnstanding any other provision of this
chapter, a telephone utliity applying for or operating
under incentive reguiation shall not increase rates
charged for basic or enhanced 911 service aiter
January i, 1992, for a period of three years. A
telephone utility which has increased its rates for
basic or enhanced 911 service after January 1, 1892,
shall not apply for incentive regulation for a period
of three years after such an increase is aliowed,
except that such a telephone utility may apply
immediately upon decreasing the telephone utility's
rates for basic or enhanced 911 service to a level
equal to or less than the level charged by the
telephone utility on January 1, 1992.°
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20 2. By renumbering as necessary.

By BLANSHAN of Greene FOGARTY of Palo Alto
WISSING of Scott KOENIGS of Mitchell
MERTZ of Kossuth BEATTY of Warren
DVORSKY of Jchnson NIELSEN of Linrn
ERAND of Benton DICKINSCN of Jackson
BRAMMER of Linn ADAMS of Hamilton
BURXE of Marshali MURPHY of Dubuque
CHAPMAN of Lian HAVERLAND of Polk
SVOBODA of Tama TEAFORD of Black Hawk

H-5950 FILED APRIL 16, 1992
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COMMERCE BILL BY
CHAIRPERSON DELUHERY)

Passed Senate, Date Passed House, Date
Vote: Ayes Nays Vote: Ayes Nays

Approved

A BILL FOR

Act relating to establishing incentive regulation for
utilities furnishing communication services.
IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. Section 476.2, Code 1991, is amended by adding
the following new subsection:

NEW SUBSECTICN. 8. Notwithstanding section 476.3 or
476.6, the board may adopt rules authorizing and establishing
incentive regqulation for utilities furnishing communication

services. The purpose of incentive regulation is to provide
an incentive to utilities furnishing communication services to
improve their operating efficiency while maintaining or
improving the quality and availability of their services. The
rules may provide for profit sharing, customer refunds, and
rate flexibility. Incentive regulation shall be related to
the rate of return established by the board for each '
participating utility. Refunds by a utility under incentive
regulation shall be equitably shared among all the customers
of the participating utility.

EXPLANATION ‘

The bill authorizes the utilities board to implement a
progrém of incentive regulation for telephone utilities. The
bill provides that the purpose of incentive regulation is to
provide an incentive to telephone utilities to become more
efficient while protecting the quality of service to
customers. Incentive regulation would provide for profit
sharing, customer refunds, and rate flexibility.

LSB 2740SC 74
~1- mij/sc/l4




