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Act relating to public utilities and their affiliates, with 

civil penalties applicable. 
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Section 1. Section 476.1, Code 1989, is amended by adding 

2 the following new :1nnc;mbered paragraphs immediately followi:~c; 

J t1r1numbered paragraph 2: 

4 NEW UNNUMBERED PARAGRAPH. As used in this chapter, 

5 11 atfiliate 1
' means a person, including an individual, corpora-

6 tion, corporate subsidiary, firm, partnership, or incorporated 

7 or unincorporated association, whether located witnin cr with-

8 out the state, that directly or indirectly controls, is con-

9 trolled by, or is directly or indirectly under co~non control 

10 with a rate-regulated gas or electric public utility, and that 

ll is engaged in the sale, lease, rental, installation, 

12 construction, modernization, retrofit, . . ma1n.Lenance, or repair 

13 of equipment, products, or services. The term "affiliate" 

14 specifically includes a public utility holding company or an 

a holding company. 15 affiliate of such 

16 NEW UNNUMBERED ---· PARAGRAPH. As used in this chapter, "emer-

17 gency service'' means service performed by a public utility .c 

18 correct malfunctions or interruptions 1n the generation, 

19 transmission, distribution, or use of natural gas or elec-

20 tricity that, if not corrected, may endanger life cr pro;erty 

21 or otherwise affect public safety. The term ''ernergen~v 

22 service" specifically includes the lighting or extinguishing 

23 of pilot lights. 

24 Sec. 2. Section 476.51, Code 1989, is amended to read as 

25 follows: 

26 476.51 CIVIL PENALTY. 

27 A public utility or affiliate which wirrftlrry violates a 

28 provision of this chapter, a rule adopted by the board, or a 

29 provision of an order lawfully issued by the board, is subject 

30 to a civil penalty, which may be levied by the board, of not 

31 more than one hundred dollars per violation or one thousand 

32 dollars per day of a continuing violation, whichever 1s 

33 greater. Civil penalties collected pursuant to tb.is sect:on 

34 shall be forwarded by the executive secretary o~ the board to 

35 the treasurer of state to be credited to the energy research 
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1 and development fund and to be used on<y for the low income 

2 horne energy assistance program and the weatherizatton 

3 assistance program administered by che division of corr~unity 

4 action agencies of the department of human rights. ?enal:ies 

5 paid by a rate-regulated public utility pursuant to this 

6 section shall be excluded from the utility's costs when 

7 determining the utility's revenue requirement, and shall not 

8 be 1nc1uded either directly or indirectly in the utility's 

9 rates or charges to customers. 

10 Sec. 3. NEW SECTION. 476.70 LEGISLATIVE FINDINGS. 

11 The legislature finds and declares it to be the public 

12 policy of the state to promote free and open competition in 

13 the sale and serv1c1ng of energy-related and nonuti1ity 

14 products and equipment. 

15 The public policy of the state also requires fair and 

16 efficient 'egulation of transactions and dealings between 

17 rate-regulated gas and electric public utilities and their 

18 affiliates and the prevention of unfair transactions o~ 

19 dealings between rate-regulated gas and electric public 

20 utilities and their affiliates. 

21 The public policy of the state requ•res that pubiic ~t~:i-

22 ties not engage in the sale or service of products ?.nd 

23 equipment, including household appliances, the sale of 

24 construction services, and the sale of energy efficient 

25 modernization or retrofit services, except 1n circumstances 

26 that guard against subsidization by public utl1lties of 

27 affiliates and unfair contracting practices and that otherwise 

28 ensure fair competition and a free and open market for 

29 products and services unaffected by the special competitive 

30 advantage enjoyed by the public utilities. 

31 The legislature finds that the best interest of investors 

32 and consumers can be protected by the prevention of unfair and 

33 inefficient transactions between public utilities and their 

34 affiliates. Free and open competition in markets for 

35 nonutility services can only be achieved if the market for 
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l those goods and services is not distorted or doreinared by 

2 utilities that, by virt~!e of their special statl13 as ~eg~lated 

3 monopo~.ies in the developme~t and distribtJtion of enArgy, have 

~ an unfair competitive advantage in other ncnutility 

S enterprises. 

6 The legislattlre also fi:;ds that the pub1ic interest and the 

~ interest of consumers a~d investors can be protected if all of 

R lhe Eollowing occur: 

Y 1. Transact~OllS between pub:ic utilities and rhei_r 

l<l ilffi:.Lates are subiect to utilities board dpprovai a~d 

11 regulatton to assur2 that reasorlable prices are charged and 

12 costs pr.operly alloc~ted. 

l3 

14 

.I • 

unfair 

P••blic utilities and their affiliates do :1ct engage i~ 

business practices. 

Act1vities and relationships between public utilities 

lfi and cheir afEiliates do not cause any materially detrimental 

17 effect on the public utility's rates for or ~elia~iJ.ity cf 

L& ptlblic utility service to the public, it~ cost of capita~ 

15 3. 

lY its ability to raise capital. 

20 4. The utilities board has access to t~e books and rPcorcs 

21 of public utilities and affiliates to the extent necPssary and 

22 relevant for the board to regulate any public utility and :ts 

23 afLliates. 

24 Sec. 4. NEW SECTION. 476.11 U'I'I!,l':'IF:S ?ROiiiBITSLl FROM 

25 CERTAIN ACTIVITIES. 

26 1. A public utility sha!l not engage in tl1e sale, lease, 

/.7 servicing, rental, installation, cor.structio~, moderniz~tic~, 

28 :-etrofit, maintenance, or re;>air of equipment or products 

29 except by an affiliate. However, the utilities board may 

30 adcpl rules providing for the waiver of this s~bsectio~, w~en 

JJ there is a iack of competition or other circt:mstances, when 

1~ the waiver would not thwart the legislative ~eclaration and 

33 pol1cies expressed in section 476.70. 

34 2. A public utility shaii no: grant a subsidy or a~y un

lS fair preference or privilege to an affiliate i~ the transac-
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l tion of business between the~. 

2 3. A public utili~y or its age~t, employee, oc represe~-

3 tative shai! not refer or stee~ c~stomers to specific i:1di-

4 viduals or companies e11gaged in the sale or scrv1cing of 

5 energy-consuming products, equipment, or appliances, including 

6 an affiliate. 

7 4. A public utility shall not lend money to or guarantee, 

8 endorse, or act as a surety on the debts, liabilities, bonds, 

9 notes, contracts, or other obligations, or ot~erwise assist 

lO financially, an affiliate. 

ll 5. A pub~ic utility shall not purchase, receive, hold, or 

12 otherwise acquire the stock, shares, bonds, debentures, notes, 

13 or other securities, or other interest in an aff:liate un~ess 

14 the utility pays at least the fair market value Eor the inter-

15 est acquired. 

16 6. A public utility shall not sell, lease, rene, assign, 

17 or transfer real or personal property tc an affiliate, unless 

18 the public utility receives the higher of bock va:ue or the 

19 current market value for the property sold, leased, ren,e6, 

20 assigned, or transferred. 

21 7. An acquisition of an asset by the public utility from 

22 an affiliate shall be given a book value at no more tha~ the 

23 market value of the asset. 

24 8. A service provided to an affiliate by a public tltility 

25 shall be priced at no less than t~e fully allocated cost of 

26 the service, including a five-percent add-on to the :abor 

27 portion of the cost. 

28 9. A pub~ic utility shall pay no more than the reasonable 

29 market value to an affiliate for any services provided to or 

30 on behalf of the public utility. 

ll 10. A public utility shall not provide an affiliate with 

32 public 11tility data or information, including but not limited 

33 to customer lists, confidentia: utility information, or any 

34 informat1on in which the public utility has a protectable 

35 interest, unless the information or data is transferred or 
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l charged at market vallle a11d is made available t:n thi.rd parties 

2 1.inJ~r the sarr:e terms and c::>nd.:.tions that i:-. i::~ 2Vd.i.l.=:ble t·:::- an 

.1 affiliate. 

1 ll. All transactions betweerl a public utility a:1d its af·· 

~ Eiliates shall be ccnd~cted on an arms-lenqth ~asis: and the 

6 transactions shall not be for l~ss than the C!lrrent fdir 

7 market value. 

8 12. Public utilities shall maintain records, pursuant to 

9 rules specified by the utilities board under section 476.73 

!0 which detail all transactions between the public ~tilit'es and 

11 their affiliates, and the records shall identify the nature of 

12 each transaction and the terms and condi.tions applying to each 

!3 transaction. 

l4 11. A public utility maintaining an affiliate shall, every 

lS three years or upon order of the board, submit to the 

16 utilities ooa rd and the consumer ad~o·oca te c:n i. ndependen t ac:d; t 

17 from an auditor selected jointly by the utilities board and 

18 the consumer advocate. The cost of the audit shal! be paid oy 

19 the public utility but shall not be included directly or 

20 indirectly in its charges or :5tes to c~stomers. 

21 14. This section does not prohibit a public utill.ty from 

22 providing emergency service, any service required by law, cr 

23 any projects or activities requ1red by the 1Jtillt1es board or 

24 any energy conservation programs or projects established by 

25 the board or by statute. Further, this section does not 

26 prohibit construction, maintenance, or repair of 11til1ty 

27 property necessary for the generation, trans~ission, or 

28 distribution of electricity, gas, or steam provided thiJt such 

29 work performed is necessary to protect public safety or to 

30 avoid 1nterruption of service. 

31 15. This section shall be applicable only :o rate-

32 regulated gas or electric public utilities. 

33 Sec. 5. NEW SECTION. 476.72 RESTRICTIONS ON PUBLIC 

34 UTILITY AFFILIATES. 

35 A11 affiliate shall engage in the sale, lease, rental, 
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1 installation, maintena~ce, or repair of energy--consuming 

2 equipment, products, or appliances only i: in CJ~pliance with 

3 the followLng requiremen~s: 

4 l. The name of the affiliate s11all not resemble the name 

5 of the public utility. Neither the utility not the affil1ate 

6 shall trade upon, promote, or advertise their affiliated 

7 status. 

8 2. The affiliate shall not have a place of b11Siness at or 

9 on premises owned or occupied by the public utility. The 

10 affiliate shall not share the use of premises, equipment, 

l~ inventory, personnel, or other resources of the public 

12 utility. 

13 3. The affiliate shall not advertise, promote, or market 

14 its products or services through mailings of the pu8lic util-

15 ity or advertisements in which the publ1c utility's na~e is 

16 set forth . 

17 

18 

19 

20 

21 

22 

23 

24 

25 

4. The affiliate shall maintain accounts, books, a~d 

records separate and distinct from those of the public 

utility. 

5. Revenues from the affiliate shal! not be provided ~r 

disbursed to the public utility unless all costs and ~xpenses 

involved in operating the affiliate are borne by the affiliate 

and not by the public utility. 

5. The affiliate shall maintain assets separate and 

distinct from the assets of the public utility. 

26 7. The aff1liate shall transact its business in the sta:e 

27 separately and independer.tly of a public utility, whether or 

28 not the utility is located within or without the state, so as 

29 to gain no competitive advantage by vi~tue of its status as a~ 

30 affiliate. 

31 Sec. 6. NEW SECTION. 476.73 JURISDICTION OF BOARD OVER 

32 AFFILIATES -- RULES. 

33 The utilities board shall have jurisdiction over affiliates 

34 of rate-regula~ed gas and electric p~blic utilities operat1~g 

35 within this state to ensure compliance with this division ond 
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l tG the extent necessary to accompl:sh the obj~ctivps and 

? purpqses of this divis:on. The 11L i litiP~ bn,1r.d .:!ha~ ~ adn~)~ 

J rules as 11~cessary Lo accomplish tt1e ohjectiv~s a:·.~ P'JfE)CSes 

4 of this divtsion. 

5 Sec. 7. NEW SECTION. 476.74 DUTIES OF U7:LITIES BOARD TO 

6 SUPERVISE UTILITY AND AFFILIATES TRANSACTIONS. 

7 The board and consumer udvocate shall have the power to do 

8 all of tne following: 

9 l. Review, inspect, and audit books, accoun~s. and other 

10 records kept by an affiliate. 

ll 2. Investigate the operations of all rate-regulated gas 

12 and electric public utilities and their affiliates and their 

13 relationship to each ether for the purpose of ensuring 

14 compliance with this division. 

15 3. Select independent auditors as required bv this divi-

16 sion. 

17 Sec. 8. NEW SECTION. 476.75 SUBS:D!ZATION OF AFFILIATES 

18 BY UTII.ITY -- POWER TO INVESTIGATE. 

19 A person aggrieved by unfair compet:~i011 from a public 

20 utility affiliate, as defined :n section 476.1, may file a 

21 complaint before the board which shall set the case ~or 

22 hearing and give notice as it deems appropriate. An aggrieved 

23 person who is successful, in whole or .:n part, in ;;uch a:1 

~4 action shall receive attorrtey's fees, expenses, and costs, 

25 including but not limited to, expert witness fees, and shac~ 

26 be awarded treble damages suffered by reason of the unfair 

27 competition. The Eees, expenses, costs, and treble damages 

28 shall be paid by the affiliate or by the public utility, as 

29 shall be ordered by the board, but the public utility shall 

30 not include, either directly or indireccly in ics charges tG 

31 cts customers or its rate base, any such fees, expenses, 

32 costs, or damages. A public utility shall not inclttde ~he 

33 cost of a successful defense of an affiliate subsidization 

34 case in its charges to its customers or in its . -raLc oase. 

35 Sec. 9. NEW SSCTION. 476.76 EXEMPTIO~S-
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l This divisio•1 shall not apply to rural electric 

2 cooperatives, m~nicipal ut~~i:ies, water ut~li~ies, and tele-

3 communication compan.;.es. 

4 Sec. 10. NEW SECTION. 476.77 TITLE. 

5 Sections 47G.70 through 476.76 and this section shall be a 

6 separate division cf th1s chapter and the division shall be 

7 known as the ''P~blic Utility Affiliate Regulation Act''. 

8 EX?LANA'riON 

9 This bill creates a new division of chapter 476 to be knowrl 

iO as the ''Public Utility Affiliate Regulation Act''. 

ll The legislat1ve findings are set out in section 3, 

12 prohibited acts of rate-regulated gas and electric public 

13 utilities are set out in section 4, section 5 places 

14 restrictions on public utility affiliates, section 6 g1ves the 

15 utilities board jurisdiction and rule making author1ty over 

16 affiliates of rate-regulated gas and electric public 

17 utilities, section 7 gives the utilities board and consumer 

18 advocate supervisory and investigatory authority over pub:i-

19 utilities and their affiliates, and section 8 relates to 

20 administrative review of complaints by persons aggrieved by 

21 unfair competition from a public utility affiliate. Sect1on 9 

22 provides exemptions from the Public Otility Aff:lia~e 

23 Regulation Act for rural electric cooperat1ves, municipal 

24 utilities, water utilities, and :elecommunication companies. 

25 A public utility or affiliate which violates a provision of 

26 chapter 476, a rule adopted by the utilit1es board, or a 

27 provision of an order lawfully issued by the ut1lities board, 

28 is subject to a civil penalty, which may be lev1ed by the 

29 utilities board, of not more tr.an one hund~ed dollars per vio-

30 lation or one thousand dollars per day of a contin~1ng vio-

31 lation, whichever is greater. 

32 

33 

34 

35 
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SENATE CLIP SHEET APRIL 7, 1989 

SENATE FILE 373 
S-3581 

1 Amend Senate File 373 as follows: 
2 

5 
6 
7 
8 
9 

10 

1. By striking everything after the enacting 
clause and inserting the following: 

"Section 1. Section 476.10, unnumbered paragraph 
1, Code 1989, is amended to read as follows: 

When the board deems it necessary in order to carry 
out the duties imposed upon it by this chapter for the 
purpose of determining rate matters to investigate the 
books, accounts, practices, and activities of, or make 
appraisals of the property of any public utility, or 

ll to render any engineering or accounting services to 
12 any public utility, or to review che operations or 
13 annual reports of the public utility under section 
14 476.31 or 476.32, or to evaluate a orooosal for 
15 reorga~izat~on under section 476.73, the ?Ublic 
16 utllity shall pay the expense reasonably attributable 
L7 to the investigation, appraisal, service, or review. 
l8 T~e board shall ascertain the expenses inc:uding 
19 cec:ified expenses incurred by the consumer advocate 
20 division of the department of justice d1recc:y 
21 chargeable to the public utility under section 475A.6, 
22 and shall render a bill, by certified mail, to the 
23 p~blic utility, either at the conclusion o: the 
24 i~vestigation, appraisal, services, or rev:ew, or f~om 

time to time during its progress, which bill is notice 
of the assessment and shall demand ?ayme11t. The total 
amou~t of such expense 1n any one calendar year, for 
which any public utility shall become liab:e, shall 
not exceed two-tenths of one percent of i~s gross 
operating revenues derived from intrastate ?Ublic 
utility operations in the last ~receding calendar 
year. 

25 
26 
27 
28 
29 
30 
3l 
32 
33 
34 
35 

Sec. 2. SEW SECTION. 476.67 PURPOSE. 

'3¢rtt- 36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 

It is the lntent of the gene~al assembly that a 
public utility should not directly or indirectly 
include in regulated rates or cnacges any costs or 
expenses of an affiliate engaged in any business other 
than that of utility business uniess the afficiate 
provides goods or services to the public utili:y. The 
costs that are included should be reasonab~y necessary 
and appropriate for utility business. it :s a:so the 
intent of the general assembly that a public utility 
should only provide nonutility services ln a manner 
that minimizes the possibility of cross-subsidization 
or unfair competitive advantage. 

Sec. 3. NE'"d SECTION. 476.68 DEFI:>~I·-;"IONS. 
As used in this division, unless the context 

otherwlse requires: 
l. "Public utility'' includes only gas or electric 

rate-regulated public utilities and rate-regulated 
-1-
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S....;3581 
Page 2 

APRIL 7, 1989 

1 telephone utilities providing local exchange 
2 telecommunication service . 

.;,,;t3i 2. "Affiliate" means a party that directly, or 
4; indirectly through one or more intermediaries, 
5 controls, is controlled by, or is under common control 

3-J/'t 6 with a rate-regulated public utility. 
7 3. "Control" means the possession, direct or 
8 indirect, of the power to direct or cause the 
9 direction of the management and policies of an 

10j enterprise through ownership, by contract or 
11 otherwise. 
121 4. "Utility business" means the generation or 
13, transmission of electricity or furnishing of gas or 

31At 14 furnishing electricity or furnishing rate-regulated 
15 communications services to the public for 
16 compensation. 

J~ .. # 17j 5. "Nonu ti 1 i ty service" includes the sale, lease, 
J'ill8 or other conveyance of commercial and residential gas 

19 or electric appliances, interior lighting systems and 
20 fixtures, or heating, ventilating, or air conditioning 
211 systems and component parts or the servicing, repair, 
22 or maintenance of such equipment. It does not include 
23 emergency service performed by a public utility to 
24 correct malfunctions or interruptions in the 
25 generation, transmission, distribution, or use of 
26 natural gas or electricity that, if not corrected, may 
27 endanger life or property or otherwise affect public 
28 safety. It does not include the lighting or 
29 extinguishing of pilot lights and incidental service 
30 and maintenance work necessary to restore and maintain 

~1?-·311 electrical or gas service. 
3wq~ 32 Sec. 4. NEW SECTION. 476.69 AFFILIATE RECORDS. 

33i 1. ACCESS TO RECORDS. Every public utility and 
34 affiliate through the public utility shall provide the 
35j board with access to books, records, accounts, 
36 documents, and other data and information which the 
37

1
board finds necessary to effectively implement and 

38 effectuate the provisions of this chapter. 
39 2. SEPARATE RECORDS. The board may require 
40 affiliates of a public utility to keep separate 
41 records and the board may provide for the examination 
42 and inspection of the books, accounts, papers, and 
43 records, as may be necessary to enforce this chapter. 
44 3. ALLOCATION PERMITTED. The board may inquire as 
45 to and prescribe, for ratemaking purposes, the 

~16 -46 allocation of capitalization, earnings, debts, and 
47 expenses related to ownership, operation, or 
48 management of affiliates. 
49 Sec. 5. NEW SECTION. 476.70 AFFILIATE 
50 INFORMATION REQUIRED TO BE FILED. 

-2-
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S-3581 
Page 3 

-~ '~ 3 

4 
5 
6 
7 
8 
9 

1. GOODS AND SERVICES. All contracts or 
arrangements providing for the furnishing or receiving 
of goods and serv~ces including but not limited to the 
furnishing or receiving of management, supervisory, 
construction, engineering, accounting, legal, 
financial, marketing, data processing, or similar 
services made or entered into on or after July l, 
1989, between a public utility and any affiliate shall 
be tiled annually with the board. 

10 2. SALES, PURCHASES, AND LEASES. All contracts or 
ll arrangements for the purchase, sale, lease, or 
12 exchange of any property, right, or thing made or 
13 entered into on or after July 1, 1989, between a 
14 public utility and any affiliate shall be filed 
15 annually with the board. 
16 3. LOANS. All contracts or arrangements providing 
17 
18 
19 
20 
21 
22 
23 
24 

·~ 
28 
29 
30 
31 
32 

for any loan of money or an extension or renewal of 
any loan of money or any similar transaction made or 
entered into on or after July l, c989, between a 
public utility and any affiliate, whether as 
guarantor, endorser, surety, or otherwise, shall be 
filed annually with the board. 

4. VERIFIED COPIES REQUIRED. Every public utility 
shall file with the board a verified copy of the 
contract or arrangement referred to :n this section, 
or a verified summary of the unwr1tten contract or 
arrangement, and also of all the contracts and 
arrangements or a verified surr~ary of ~he unwritten 
contracts or arrangements, whether written or 
unwritten, entered into prior to July 1, 1989, and in 
force and effect at that time. Any contract or 
agreement determined by the board to be a confide~tial 

33 record pursuant to section 22.7 shall be returned to 
34 the public utility filing the confidential record 
35 within sixty days after the contract or agreement is 
36 filed. 
37 5. EXEMPTION. The provisions of this sec:ion 
38 requiri~g filing of contracts or agreeme~ts with the 
39 board shall not apply to transactions with an 
40 affiliate where the amount of consideration involved 
'l is not in excess of fifty thousand dollars or five 
42 percent of the capitaL equ~ty of the ut~lity, 
43 whichever is smal~er. However, regularly recurring 
44 payments under a general or continuing arrangement 
45 which aggregate a greater annual amount shall not be 
46 broken down into a series of t:a~sactions to come 
47 within this exemption. rn any proceeding involving 
48 the rates, charges or practices of the public utility, 
49 the board may exclude from the accounts of the public 
50 utility any unreasonable payment or compensation made 

-3-
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l pursuant to any contract or arrangement which is not 
2 required to be filed under this subsection. 
3 6. CONTINUING JURISDICTION. The board shall have 
4 the same jurisdiction over modifications or amendments 
5 of contracts or arrangements in this section as it has 
6 over the original contracts or arrangements. Any 
7 modification or amendment of contracts or arrangements 
8 shall also be filed annually with the board. 
9 7. SANCTION. For ratemaking purposes, the board 

10 may exclude the payment or compensation to an 
ll affiliate or adjust the revenue received from an 
12 affiliate associated with any contract or arrangement 
13 required to be filed with the board if the contract or 
14 arrangement is not so filed. 
15 8. ALTERNATIVE INFORMATION. The board shall 
16 consult with other state and federal regulatory 
17 agencies for the purpose of eliminating duplicate or 
18 conflicting filing requirements and may adopt rules 
19 which provide that comparable information required to 
20 be filed with other state or federal regulatory 
21 agencies may be accepted by the board in lieu of 
22 information required by this section. 
23 9. REASONABLENESS REQUIRED. In any proceeding, 
24 whether upon the board's own motion or upon 
25 application or complaint involvcng the rates, charges, 
26 or practices of any public utility, the board, for 
27 ratemaking purposes may exclude from the accounts of 
28 the public utility or adjust any payment or 
29 comoensation related to anv transaction with an 
30 affiliate for any services.rendered or for any 
31 property or service furnished or received, as 
32 described in this section, under contracts or 
33 arrangements with an affiliate unless and upon inquiry 
34 the public utility shall establ1sh the reasonable~ess 
35 of the payment or compensation. 
36 10. EXEMPTION BY RULE OR WAIVER. The board may 
37 adopt rules which exempt any pub:ic utility or class 
38 of public utility or class of contracts or 
39 arrangements from this section or waive the 
40 requirements of this section Lt the board fi~ds that 
41 the exemption or waiver is in :he public interest. 
42 Sec. 6. NEW S~CTION. 476.il AuDITS REQC:RE~. 

;~~143 The board may periodically retain a nationally or 
44 regionally recognized independent auditing fcrm co 
45 conduct an audit of the transactions oetwee~ a public 
46 utility and its affiliates. An affiliate transaction 
47 audit shall not be conducted more frequently than 
48 every three years, unless ordered oy t~e ooard £or 
49 good cause. The cost of the aud~t shale be paid by 
50 the public utility to the independent auditing firm 

-4-

Page 7 



SENATE CLIP SHEET APRIL 7 I 1989 Page 8 

S-3581 
Page 5 ,A 1 and shall be included in its regulated rates and 

~ 2 charges, unless otherwise ordered by the board for 
3 good cause after providing the public utility the 
4 opportunity for a hearing on the board's decision. 

:k--<5 Sec.7. NEWSECTION. 476.72 REORGANIZATION 
6 DEFINED. 
7 For purposes of this division unless the context 
8 otherwise requires, "reorgani~ation" means either of 
9 the following: 

10 l. The acquisition, sale, lease, or any other 
ll disposition, directly or indirectly, including by 
12 merger or consolidation, of the whole or any 
13 substantial part of a public utility's assets. 
14 2. The purchase or other acquisition or sale or 
15 other disposition of the controlling capital stock of 
16 any public utility, either directly or cndirectly . 

• ?<- \'~17 Sec. 8. NEW SECTION. 4 7 6. 73 TIME AND STANDARDS 
18 FOR REVIEW. 
19 l. A reorganization shall not take place if the 
20 board disapproves. Prior to reorganization, the 
21 applicant shall file with the board a proposal :or 
22 reorgani~at:on with supporting testimony and evidence 
23 to establish that the reorgani~ation is not co~tra'y 
24 to the interests of t~e public utllity's ratepayers 
25 and the public interest. 626

7 
2. A proposal for reorganization shall be deemed 

··~ to have been approved unless the board disapproves the 
28 proposal withi~ forty-five days after its Eiling. 
29 However, the board shall not disapprove a proposai for 
30 ~eorganization without providing for notice and 
31 opporcur.ity for hearing. The notice or hearing shall 
32 be provided no later than twer.ty-one days after the 
33 proposal for reorganizat~on has been filed. 
34 3. In its review of a proposal for reorqan~zation, 
35 the board ~ay consider all of the following: 
36 a. Whether the board will have ceasonable access 
37 to booKs, ~ecords, documents, ar;d other i~:orrr.ation 
38 relating to the public utili~y or any of ~ts 
39 affiliates. 
40 b. Whethe~ the public util:ty's ab~lity to attract 
41 capltal on reasonable terms, including the mai~tenance 
42 of a reasonable capital structure, is impa1red. 
43 c. Whether the ability of the pub:ic utility to 
44 provide safe, reasonable, and adequate se,vice is 
4 5 impaired. 
46 
47 

d. flhether 
e. Whether 

~8 affected. 

ratepayers are detrimentally affected. 
the public interest is detrimentally 

49 4. EXEMPTION 3Y RUGE OR WAIVER. 
50 adopt rules which exempt any public 

':'he ooard may 
utility or class 

-5-
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l oE public utility or class of reorganization from this 
2 sect~on if the board finds that with respect 'o :he 
3 public utility or class of public utilicy or class of 
4 r~organization review is not necessary in the public 
5 1nterest. The board may adopt r~les necessary to 
6 protect the interest of the customers of the exempt 
7 public util1ty. These r~les may include, but are ~oc 
8 limited to, notification of a proposed sa:e or 
9 transfer of assets or stoc~. The board may wa~ve the 

10 requirements of this section, if the board finds that 
ll board review is not necessary in the public interest. 
12 Sec. 9. NEW SECTION. 476.74 CROSS-SUBSIOIZ!\.TION 
l3 PRO HI B I TEO. 

3U=i~- 14 A rate-regulated gas or electric public utiiity 
15 shall not directly or indirectly include any costs or 
16 expenses attributable to providing nonutility se~vice 
17 in regulated rates or charges. 
18 Sec. 10. NEW SECTION. 476.75 ?ROVIS~ON OF 
19 NONUTILITY SERVICE. 

3Wq+2Q 1. A rate-regulated gas or electric public utility 
21 providing any nonutility service to its customers 
22 shall keep and render to the board separate records of 
23 the nonutility service. The boa~d may provide for the 
24 examination and insoection of the books, accounts, 
25 papers, and records-of the nonutility service, as may 
26 be necessary, to enforce any provisions of this 
27 chapte~. 

3UH-28 2. The board shai.l adopt rules which speci:'y the 
29 manner and :or~ of the accounts relating to providing 
30 nonur.ility services which the rate-regulated gas o: 

f 31 electric utility shall maintain. 
~~?.>32 Sec. ll. NE'tl SSCTION. <\76. 76 ADDITIONAL 

33 REQUIREMENTS. 
3~4-34 A rate-regulated gas or elec:::ic pub~ic utiii.ty 

35 which engages in a systematic marketing ef:or: as 
36 defined by che board, other than on an incidental o~ 
17 casual basis, to oromote the availability of 
38 nonutility service Erom the public utility shall make 

JL~39 available on a nondiscriminatory basis to all persons 
40 engaged primarily in providing the same com9~tct1ve 
4l nonutility services in that area all of the fol~owing 
42 services to the same extent utilized oy the puolic 
43 utility in connection with its ~onutility services: 
44 1. Access to and use of the public ut1Lity's 
45 customer lists. 
46 2. Access :o and use of the public ~tiii:y's 
47 billing and collection system. 
48 3. Access to and use of the public utility's 
49 mailing system. 
50 Sec. 12. NEW SECTION. 476.77 AUDIT REQuiRED. 

-6-
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e l3"'
31

The board may periodically retain a nationally or 1 
2 regionally recognized independent auditing ~irm to 
3 conduct an audit of the nonutility services provided 
4 by a rate-regulated gas or electric public utility 

?i/("5 subject to the provisions of section 476.76. A 
6 nonutility service audit shall not be conducted more 
7 frequently than every three years, unless ordered by 
8 the board for good cause. The cost of the audit shall 
9 be paid by the public utility to the independent 

10 auditing firm and shall be included in its regulated 
11 rates and charges, unless otherwise ordered by the 
12 board for good cause after provlding the public 
13 utility the opportunity for a hearing on the board's 
14 decision. 
15 Sec. 13. NEW SECTION. 476.78 2XEMPTION --ENERGY 
16 EFFICIENCY. 
17 Notwithstanding any language to the contrary, 
:a nothing in this division shall prohibit a publ1c 
19 utility from participating in or conducting e~ergy 
20 efficiency projects or programs established or 
21 approved by the board or required by statute. A 
22 public utility participati~g i~ or cc~ducti~g energy 
23 efficiency projects or programs established or 

. 24 approved by the board or requ1red by statute shall net 
](cq;.25 be subject to the provisions of sect~ons 476.76 and 
~76 476.77 for those energy efficiency projects or W2 programs. 

·- 28 Sec. 14. NEW SECTION. 476.79 COMPLAI~TS. 
29 Any person may file a written complaint with the 
30 board requesting the board 'o determine com9liance oy 

30~31 a rate-regulated gas or electric utility with the 
~1~~~32 orovisions of section 476.74, 476.75, or 476.76 or any 

33 ~alidly adopted rules to implement those sec:io~s. If 
34 the beard determines there is any reasonable ground to 
35 investigate the complaint, ~he board shall 9romptly 
36 init1ate formal complaint proceedings. The formal 
37 proceeding may be initiated at any time by the board 
38 on its own motion. 
39 Sec. 15. Sections 476.67 through 476.i9 created 
40 under this Act shall be a separate division of cha9ter 
41 476." 
By ~ICHAEL E. GRONSTAL 

RICHARD VARN 
PAUL PATE 
MARK R. ilAGERLA 

S-3581 FILED APR.IS 
1
6, l989 

AciovtfCL Y" \ 3/~ 

JOHN SOORHOL7Z 
PAT !)ESUH£RY 
AL SL'URGE:ON 
JIM LI~D 
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SENATE E'ILE 373 
FISCAL NOTE 

?age 2J 

A fiscal note for SENATE ~ILE 373 is hereby submitted pursuant to Joint Rule 
17. Data used in developing this fiscal note is ovailable from the Legislative 
Fiscal Bureau to members of ~he Legislature upon request. 

Senate File 371 gtves the Utilities Board jurisdiction •nd rule making 
authority over affiliates oi rate-regulated gas and electric public utilities. 
It also ~stablishes rescriccions and prohibited acts for race-regulated gas and 
electrLC pubLic utilities. The Utilities Board and the Consumer Advocate are 
made supervisory and have ~nvestigatory authority ove~ the utilities and their 
affiliates. Civil penalties are provided. 

Exemptlons are 
~ater utilities, 

provided for rural electric cooperattves, municipaL 
and ~eLecommunication companies. 

utiiir.ies. 

~ISCAL E~FECT: This Bill ~ill ~equi~e ~ddition~l staff and support for both 
the Utilities Board and the Consumer Advocate. Estimates of the costs to t~e 
Utilities Revolving Fund are provided below. 

ESTIMATED COSTS 

FY 1990 FY 1991 

Utilities Board Sl74,432 $138,458 
FTEs 4.00 3.67 

Consumer Advocate 238,774 191,477 
FTEs 5. 7 5 5.25 

(Source: Consumer Advocate's Office and Utilities Board) (LSS 4149sv, DPW) 

riLED MARCH 27, 1989 BY DENNIS PROUTY, FISCAL DIRECTOR 



SENATE FILE 373 
S-3638 

l Amend the amendment, S-3581, to Senate File 373 as 
follows: 2 

3 
4 
5 
6 
7 

l. Page 2, line 3, by inserting before the word 
"directly" the following: "engages in nonutility 
service and that". 

2. Page 2, line 17, by striking the word 
"includes" and inserting the following: "means". 

By JOHN W. JENSEN 

S-3638 ~ILED APRIL 11, 1989 
,;Jrf-Vyf-tO,u;!'-- -HJ sq cr.J'-!<51) 

SENATE FILE 373 
S-3642 

1 Amend amendment, S-3581, to Senate File 373 as 
follows: 2 

3 1. Page 1, by striking lines ~ through 32. 
4 2. By striking page 5, line <;, through page 6, 
5 line ll. 
6 3. By cenumbering sections as necessary. 

By WALLY £. HORN 

S-364f ~[.LED APRI~ 11/ 1989 D 
u:st. 4··0·<64 (£·14L~ 

SENATE FILE 373 
-3675 
1 ~~e~d amend~en:, S-358:, ~o Senate File 373 as 
2 fol:ows: 
3 •. ?age 6, by sttlking lines 32 :hrough 49. 
4 2. Page 7, cine 32, by st:-1i<ing the fig'-lres a:-.d 
5 word .. , 476.75, cr 476. 76" and ir;serti:1g tt:e word a:1d 
6 figure 

3. 
"or 4 7 6 . 7 5 , •• • 
By renu:r.be~ ing 

S-3675 FILED 

LJt hcu cu,~x( 
S-3680 

sections as necessary. 
By DON E. GETTINGS 

H. '!.A"{ HSOGE 
..:ACK RIFE 

1 ~T-e~d ~~e ame~dmen~, S-3581, to Senate Fiie 373 as 
2 fol.:.o~s: 
J Page 6, :.:..~e 39, by 
4 ''available'' the following: 

S-3680 

~nse:ting after t~e word ··-
''at :easonable compensat·ion''. 

By JOE WELSH 



-~--------- ------ -----
. SENATE FILE 373 

S-3615 
l Amend the amendment, S-3581, to Senate File 373 as 
2 follows: 
3 1. Page 2, line. 46, by striking the words "capitali-
4 zation, earnings, debts, and". 

By CALVIN 0. HULTMAN 
S-361? qLED APRIL 10, 1989 . ) w:s-c L-t-- 1 ?:J- <;.Jt r o- 1 !.i 1 u ; 

' SENATE FILE 373 
S-3617 

1 Amend amendment S-3581 to Senate File 373 as 
2 follows: 
3 l. Page 2, line 31, by inserting after the word 
4 "service.• the following: "It also does not include 
5 street lighting, area lighting, or the construction, 
6 maintenance, or repair of transmission or distribution 
7 facilities." 

By DON E. GETTINGS 
H. KAY HEDGE 
EUGENE FRAISE 

S-3617 FILED APRIL 10, 1989 \ 
I ('.{J, ( L lr 'Cij tLd-c[p (Cur~____ V-I 3- :Yi P· · ~'--'- '--' 

SENATE FILE 373 
S-3637 

1 Amend amendment, S-3581, to Senate File 373, as 
follows: 

1 Page 4, by striking lines 43 through 46 and 
inserting the following: 

2 
3 
4 
5 
6 

''The board may periodically require that an audit 
of the transactions between a public utility and its 

7 affiliates be conducted by the nationally 0r 
8 regionally recognized independent auditing firm 
9 regul-~ly retained by the public utility or :he 

10 affiliate. An aEEiliate transaction". 
ll 2. Page 7, line l, by striking the word "retain'' 
12 and inserting the fol!owing: ''require that''. 
13 3. Page 7, line 2, by striking the word ''to'' and 
14 inserting the following: ''regularly retained by the 
15 public util1ty''. 
16 4. Page 7, line 4, by striking the word ''a" and 
17 inserting the following: "the'', 

By WILLIAM DIELEMAN 
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SENATE FILE 373 
S-3682 

l Amend the amendment, S-3581, to Senate File 373 as 
follows: 2 

3 
4 
5 

l. Page 2, by striking :ines 22 through 31, and 
inserting the following: ''or maintenance of such 
equipment." 

By MICHAEL E. GRONSTAL 
PAUL PATE 

S-3682 ~IuED APRIL 12, 1989 
· · ' · -- -:cq 1 · r · , o~) Jlr /I !y-..H. r'i. L.U ..(- \( \_p· -. Lf. nfv'' v rjl,_;, v r ' ,.) :J 

SENATE FILE 373 
S-3691 

l 
2 
3 
4 
5 

'6 
7 
8 
9 

10 
ll 
12 

Amend amendment, S-3581, to Senate File 373 as 
follows: 

l. Page 6, by striking lines 32 through 49. 
2. ?age 7, line 5, by striking the words "subject 

to the Provisions of section 476.76". 
3. Page 7, line 25, by striking the words and 

figure ''sections 476.76 and" and inserting the word 
.. section". 

4. Page 7, line 32, by striking the figures and 
word ", 476.75, or 476.76" and inserting the word and 
figure "or 476.75,". 

5, By renumbering sections as necessary. 
By DON E. GETTINGS 

H. KAY HEDGE 

S-3691 
LOST 
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SENATE FILE 373 
S-3694 

Amend the amendment, S-3581, to Senate File 373 as 
follows: 

3 ~. Page l, by inserting before line 4 the 
4 following: 
5 "Sec. Section 476.1B, subsection l, Code 
6 1989, is amended by adding the following new 
7 paragraph: 
8 NEH PARAGRAPH. j. Affiliates." 
9 2. Page l, line 4, by striking the word and 

10 figure ''Section 1." and inserting the following: 
11 "Sec. u 

l2 3. Page 
13 "regulated" 
14 4. Page 
15 following: 
16 5. Page 
17 regulated". 

1, line 36, by striking the word 
and inserting the word ''its". 
1, by striking line 50 and inserting the 
"public utilities and". 
2, line 6, by striking the word ''rate-

18 6. Page 2, line 14, by striking the word ''rate-
19 regulated". 
20 7. Page 2, by inserting before line 32 the 
21 following: 
22 ''"Nonutility service" also includes the provision 
23 of unregulated services or facilities by a telephone 
24 utility providing local exchange telecommunication 
25 services." 
·~ 8. Page 5, line 1, by striking the word "regu-

lated". 
68 9. Page 6, line 14, by striking the words ''rate-
29 regulated gas or electric". 
30 10. Page 6, line 17, by striking the word 
31 ''regulated'' and inserting the word "its". 
32 11. Page 6, line 20, by striking the words ''rate-
33 regulated gas or electric". 
34 12. Page 6, lines 30 and 31, by striking the 
35 words "rate-regulated gas or electric" and inserting 
36 the word "public". 
37 13. Page 6, line 34, by striking the words "rate-
38 regulated gas or electric". 
39 14. Page 7, line 4, by striking the words "rate-
40 regulated gas or electric''. 
41 15. Page 7, line 10, by striking the word 
42 "regulated". 
43 16. Page 7, line 31, by striking the words "rate-
44 regulated gas or electric" and inserting the word 
45 "t>ublic". 

S-3694 
LOST 

By JOE WELSH 

FILED APRIL 13 '~1.989 \ 

1-\--\ 3· 8q \f/Jit'JY J 
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~1::<1. SENATE F!:~E aJ .J 

BY COYc.V.I':'':':;:E m:; ENVIRONMENT 

AND ENERGY 0TILI~:ES 

(SUCCESSOR TO SSB 302) 

(AS AMENDED AND PASSED 3Y SENATE APRIL 13, 1989) 

ALL New Language oy the Senate 

Passed 

Vote: 

A BILL FOR 

1 An Act relating to ~ublic utilities and their affiliates, with 

2 civil penalties applicable. 

3 BE IT ENAC':'ED 3Y THE GENERAL ASSEMBLY OF ':'HE STATE OF IOWA: 

4 

5 

5 

7 

8 

9 

lO 
, . ·-
:2 

13 
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S.F. 373 H.F. 

l Section 1. Section 476.10, unnumbered paragraph l, Code 

2 1989, is amended to read as follows: 

3 When the board deems it necessary :n order to carry ou~ the 

4 duties imposed upon it by this chapter :or the pucpose of 

5 determir1ing rate ~atters to investigate the books, accounts, 

6 practices, and activities of, or make appraisals of the 

7 property of any public utility, or to render any engineering 

8 or accounti~g services to any public utility, or to rev~e~ the 

9 operations or annual reports of t~e public utility under 

~0 section 476.31 or 476.32, or to eval~ace a prooosa: for 

~~ :eorganizaticn ~nder section 476~73~ the publ:c u~ili~y shall 

12 pay the expense reasonably a:tributabla tc the inves:igation, 

13 apprQiS?.l, service, or rev~ew. ~he beard sha~l ascertai~ t~e 

14 expenses including certified expenses i~cu~:ed by che consumer 

15 advocate dlvision of the department of J~stice directly 

16 chargeable to the public ~tility under section 475A.6, and 

17 shall render a bill, by certified mail, to the public utility, 

18 either at the conclusion of tb.e i~vestigation, appraisal, 

19 serv1ces, or review, or frcm time to ti~e during its prog~ess, 

20 whic~ bill is notice of the assessment and sba:l demand 

21 payment. The total amount or such expense in a~y one calendar 

22 year, for which any public utility shall become liable, shall 

23 not exceed two-tenths of one percent of its gross operating 

24 revenues derived from intrastate public utility operations in 

25 the last preceding calendar year. 

26 Sec. 2. NEW SECTION. 476.67 PURPOSE. 

27 :t is the intent of the ge~e~ai assembly t~at a publ:c 

28 utility should not directly or indirectly include 1n regulated 

29 rates or charges any costs or expenses of an affiliate engaged 

30 in any business other than chat of ~cility ousiness unless che 

31 affiliate provides goods c~ services to the public ut:lity. 

32 ~he costs that are included s~ould be reasonably necessary and 

33 appropriate for utility business. It is a:so the intent of 

34 the general assembly that a public utility should only provide 

35 nonutility services ir. a manne~ that ~i~imizes the possibi:ity 



• 

a i. 

:: • ?' • 

of cross·-s~bsLdi~d:ion or untai~ co29etitive advantage. 

2 Sec. 3. NEW SECTION. 475.68 ~EF~~:·rrONS. 

3 As ~sed in :~is divisio~, unless the contex~ otherwise 

4 requires: 

5 l • ··p~blic utility'' incl~des oniy gas or eleccric ra:e-

6 reg~lated p~bl~c uti:ities and rate-regulate~ ~elephor1e 

7 ~JtiJ..ities providing l:Jcal exct1ange telecommu:1i.ca::ion serv!.ce. 

8 2. ''Affiliate'~ means a party that di~ect!y, or indi~ect~y 

9 through cne or more interrr.ediaries, controls, :s co~trolled 

10 by, or is under common contra: with a rate-regulated public 

ll c:tility. 

12 

13 the 

l4 and 

15 or 

16 

17 of 

18 or 

3. ''Control'• means the possession, direct or i~direct, of 

power to direct or cause the di!ection of the ~anage1nen: 

policies of an enterprise tnrough ownership, oy contract 

otherwise. 

4. ''Utility business'' means the generation or tra~smiss~on 

electricity or furnishing of gas or furnisr.ing eiectricity 

furnishing race-regulated communications services :o ehe 

19 ~ublic for compensation. 

20 5. ''Nonutil1ty service'' includes the sale, !ease, or othe~ 

21 conveyance of commercial and residential gas or e:ectric 

22 app~iances, interior lighting systems and :ixtures, or 

23 heating, ver.tilating, or air co~ditioni~g systems and 

24 ccffiponent parts or tr.e servicing, repa1r, or maintenance of 

25 such equipment. 

26 

27 

Sec. 4. NEW SEC~!ON. 

ACCESS TO RECORDS. 

28 through the public ut1li:y 

476.69 AFFILIATE ~ECORDS. 

Every public 11t1l:ty and af~iliace 

shall provide the ooard with access 

29 to boo~s, records, accounts, documents, and othe! data and 

30 ~nformation whicn the board finds necessary tc effectively 

31 impleme~t and effect~ate t~e previsions of this chapter. 

32 2. SEPARATE RECORDS. The board may require af:ilia:es o: 

33 a public ut~lity to ~eep separa:e records and the beard ~ay 

34 provide for the exaninacio~ a!~d i~spection of the books, 

35 accounts, papers, and records, as may 8e ~ecessa:y ~o e~force 



S.F. 31.3 H.F. 

1 this chapter. 

2 3. ALLOCATION PERMITTED. The board may inquire as to and 

3 prescribe, for ra:emaking purposes, the allocation of 

4 capitalization, earn!ngs, debts, and expenses related to 

5 ownership, operation, or management of affiliates. 

6 Sec. 5. NEW SECTION. 476.70 AFFILIATE INFORP~TION 

7 REQUIRED TO BE FILED. 

8 1. GOODS AND SERVICES. A1 1 contracts or arrangeme~ts 

9 providing Eor the furnishing or receiving of goods a~d 

10 services including but not l!mited to che furnishing or 

ll receiving of management, supervisory, construction, 

12 engineering, accounting, lega~, financial, marKeting, data 

13 processing, or sim!lar services made or entered into on or 

14 after 0uly l, 1989, between a public utility and any a:filiate 

15 shall 

16 2. 

be filed annually with ~he board. 

SALES, PURCHASES, AND LEASES. All contracts or 

17 arrangements for the purchase, sale, lease, or exchange of any 

18 property, right, or thing made or entered into on or after 

19 July 1, 1989, between a public uti~ity and any affiliate shall 

20 be filed annually with the board. 

21 3. LOANS. All contracts or arrangements providing for any 

22 loan of money or an extension or renewa~ of any loan of money 

23 or any similar transaction made or entered into on or after 

24 July l, 1989, between a public utility and any affiliate, 

25 whether as guaran~or, endorser, sure~y, or otherwise, shall be 

26 filed annually with the board. 

27 4. VER!FIED COPIES REQUIRED. Every public utility shall 

28 file with :he board a verified copy of the co~tract or 

29 arrangement referred to in this sec:ior., Z)r a verified S;J.mma~y 

30 of the unwritten contract or arrangement, and also of all the 

31 contracts and arrangements or a verified sumreary of the 

32 unwr:tten contracts 0r arrangements, whether written or 

33 unwrit:en, entered into prior to July :, 1989, and in force 

34 and effect at that :ime. Any contract or agreement determined 

35 by the board to oe a confidential record pursuant to section 

-3-
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2 confid~ntia: record w~th~n sixty days afte~ the co~tr~ct or 

-~ agreement is fil.ed. 

E:XEMFTIOi\i. The provisions of th~s sec~io.· reqGiring 

_ Eil~ng o: concracts or agreeree~ts with t~2 bo2rd ~ndll ~at 

7 consideration invo!ved is ~o~ i~ excess of fi~ty :tottsand 

2 dollars or five psrce~~ of t~e ca?ital e~uity oE ~~e utility. 

~ whichever is small2r. 

10 under ~ general or co~tinu~ng a:ra~gement whic~) 6sgresate a 

grec:.ter annual a~ct:n~ shal: ~ot be broken dow~ ir:':o a seri.2s 

12 of cransact~ons to co~e ~i:hin ~his exemption. 

!3 proceeding involving the rates, charges or practices oZ tte 

:4 public u:ility, the board may exclude fro~ the acco~n:s o~ ~he 

l5 public utility a~y ~~:easo~ab:e payment vr co~~ensation naCe 

16 pursuant to any contract or arrangement which is not req,Ji:ed 

to be filed under this subsect:cn. 

6. CONTINUIKG JCR:SD:C~!ON. board sha::..l have :ice same 

19 jurisdiction over modifications o: a~end~ents ~f contracts o: 

20 arrangeme~ts i~ this section as :~ has over ~~e o:iginal 

2l cont~acts or ar~a~gements. Any ~odificat:ior. or amendrr.e~t of 

22 contrac~s or ar~a~gements shall also be :iled ann~a:ly with 

23 the board. 

24 7. S.Z\NCT ION. ?or ratemak:ng pur?oses, :r.e boarc may 

25 exclude the payment or compe~sa~~c~ to an affillate or ad~t;st 

26 t~e revenue received ~rc~ an af~iliate assoc:a:ed with any 

27 contract or arrangeme~t requi:ed :o be Eiled ~ith the boa:d if 

28 the contract or a:ra~gement :s ~ct so Eil~C. 

29 8. l\LTER)JAT:VS INFORMA'!'!ON. T~e board s~a:: consu~.t with 

30 other state a~d federel reg~latcry agenci2s fo~ :~e purpose of 

31 e:i::1i:1~-;:i:~g dupl.:..ca~e o:- ccr:::.ict.ing fi::..i.ng ~·ec;:u::eme::cs ar.d 

32 ~ay adopt r~les ~h~ch provide =~at comparable i~~orma~:or: 

33 required to be ~i:~ci with ether s:ace or ~ede~~l :esu:a~ory 

age~cies ~ay be accepted by 

reGuired by ~his sec:io~. 

:r.e ooarC. 

-:.,-

. . -

.... 1.eu o.:: 
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l 9. REASONABLENESS REQUIRED. In any proceeding, whether 

2 upon the board's own motion or upon application or complalnt 

3 involving the rates, charges, or practices ot any public 

4 utility, the board, for ratemaking purposes may excl~de from 

5 the accoun~s of the public uti:jty or adjust any payment or 

6 compensation related to any transaction w:th an affiliate for 

7 any services :endered or for any property or service fu:nished 

8 or received, as described in this sectio~, under contracts or 

9 arrangements with an affiliate ~nless and upon inquiry ~he 

10 public utility shall establish the reasonableness of the 

ll payment or compensation. 

12 10. EXEMPTION RY RULE OR WA~VER. The board may adopt 

13 rules w~ich exempt any public utility or class o~ pub:ic 

14 utility or c~ass of contracts or arrangements from this 

15 

16 

section or 

:'inds that 

waive the requirements ot :h:s section if ~he Ooard 

the exemption or wa1ver is in the public interest. 

17 Sec. 6. NEW SECTION. 476.71 AUDITS REQU:RED. 

18 The board may periodically retain a nationally or 

19 regionally recognized independent auditing Ei~:n to conduct 

20 audit of the transactions between a public utility and its 

21 affiliates. An affiliate transaction aud i:: sha:l :10t be 

22 conducted more frequently than every three years, unless 

23 ordered by the board for good cause. The cos: of t~e audit 

24 shall be paid by the public utility to the independent 

an 

25 auditing firm and sr.all be included in i:s regulated rates and 

26 charges, unless other~ise ordered by the board for good cause 

27 after providing :he public utility the opport~nity for a 

28 hearing on the board's dec1sion. 

29 Sec. 7. NEW SECT:ON. ~76.72 rtEORGANIZAT:ON DEFINED. 

30 For purposes of this division ~nless t~e context otherwise 

31 requires, ''reorganization'' means either of the fol:owing: 

32 l. The acquisition, sale, lease, or any other disposition, 

33 directly or indirectly, including by merger or consolidation, 

34 of the whole or any substantial part of a public util1ty's 

35 assets. 
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l the public interest. The board may adopt rules necessary to 

2 protect the interest of the cuutomers of t.he exempt public 

3 utility. These rules may 1nclude, but are not limited to, 

4 notification of a proposed sale or transfer of assets or 

5 stock. ?he board may waive the requirements of this section, 

6 if the board finds that board review is not necessary in the 

7 public interest. 

8 Sec. 9. NEW SECTION. 476.74 CROSS-SUBSIDIZATION 

9 PROHIB:TED. 

lO A rate-regulated gas or electric public ut!lity shall no: 

ll direct~y or indirectly inc~ude any costs or expenses 

12 attributable to providing nonutility service in regulated 

13 rates or charges. 

14 Sec. ~0. NEW SEC~:ON. 476.75 ?ROVISION OF NONUTIL:TY 

15 SERVICE. 

16 l. A rate-regulated gas or electric public utility 

17 providing any nonutil1~y service to its customers shall keep 

18 and render to the board separate records of the nonutility 

19 service. 

20 inspection 

21 nonutility 

22 provisions 

The board may provide for the examination and 

of the bocKs, accounts, papers, and records of the 

service, as may be ~ecessary, to enforce any 

of this chapter. 

23 2. The board shall adopt rules ~hich specify the manner 

24 and form of the accounts relating to providing nonuti~ity 

25 services which the rate-regu~ated gas or electric utility 

26 shall maintain. 

27 Sec. ll. NEW SECTION. 476.76 ADDI~IONAL REQUcREMENTS. 

28 A rate-regulated gas or electric public ~til:ty which 

29 engages in a systematic ~arketi~g effort as def:ned by :~e 

30 board, other than on an i~cidental or cas~a: basis, to pro~oce 

31 the availability of nonuti~ity service from the public utility 

32 shall make availab:e at reasonable compensat1on on a 

33 nondiscriminatory basis to all persons engaged primarily in 

34 providing the same competitive nonutility services in that 

35 area all of the following services to :he same extent ~til:zed 

-:-
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4 by the public utili.ty i~ cot1:1ec:.ion wii;h its nnn;1tility 

2 services: 

3 ~. Access to and use of the p~blic util~ty's Clistomer 

4 lists. 

5 ?. Access to and use of the pub:ic ut~li~y~s billing and 

~ collection system. 

7 3. Access to and use of ~he public utility's mail:ng 

8 system. 

9 Sec. l?.. NEW SECTION. 476.77 AUDiT REQUIRED. 

10 The board may periodically retain a natior1ally or 

ll regionally recognized independent auditing ~ir~ to conduct an 

l2 audit of the no~uti:ity services provided by a rate-reg~laced 

13 gas or electric public uti:~:y subject ~o the provisions of 

14 sec~ion 476.76. A nor~util~ty service audit shall not ~e 

15 conducted mere freq~e~tly than eve~y ~h~ee years, unless 

l6 ordered by the Ooard for good cause. T~e cos: of ~he audi: 

~7 shali be pa!d by :he public utility to 

18 auditing ~irm and sha~l 6e included in 

the 

its 

independent 

reaulated !:'ates ar.d 

i9 charges, unless otherwise ordered by the boa~d for good cause 

20 after providing the ~~blic utility the oppo~t~nity fo~ a 

21 hea~ing on t~e board's dec1sion. 

22 Sec. 13. NEW SECTION. 476.78 EXEMPTION -- ENERGY 

23 EFI?ICIE:NCY. 

24 ~otwiths~anding any la~guage to the cc~t:ary, noth1~g 1~ 

25 this div~sion shall p~oh~b~t a p~blic uti1.ity Erorn 

26 pa~ticipating ~n or con~uctino e~ergy ef~:c:ency projects or 

27 progra~s es~ab:ished cr approved by che board or requi:ed by 

28 statute. A p~bl~c uti:ity par~ic~pati~q i~ cr c:ondi~cci:~s 

29 ene:gy e~flciency prc~ec~s ~r p:cg:ams es~ab:~shed o~ approved 

31 ::he prcvisicns o~ sac~icr~s ~76.76 and ~76.77 ~o~ ~hose e~e~;y 

sec. ~4. ~EW s~c~:c~. 475.75 COM?~AIX~S. 

-:.:.,-
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1 regulated gas or electric utility with the provisions of 

2 section 476.74, 476.75, or 476.76 or any validly adopted rules 

3 to implement those sections. IE the board determines there is 

4 any reasonable ground to invest:gate the complaint, the board 

5 shall promptly initiate formal complaint proceedings. The 

6 formal proceeding may be initiated at any time by the board on 

7 its own motion. 
8 Sec. 15. sections 476.67 through 476.79 c~eated under this 

9 Act shall be a separate division of chapter 476. 

10 

ll 

l2 

l3 

14 

15 

16 

l7 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

3l. 

32 

33 

34 

35 
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l Section l. 

2 the following 

Section 476.1, Code 1989, is amended by adding 

new unnumbered paragraphs immediately following 

3 unnumbered paragraph 2: 

4 NEW UNNUMBERED PARAGRAPH. As used in this chapter, 

5 "affiliate" means a person, including an individual, corpora-

6 tion, corporate subsidiary, firm, partnership, or incorporated 

7 or unincorporated association, whether located within or with-

8 out the state, that directly or indirectly controls, is con-

9 trolled by, or is directly or indirectly under common control 

10 with a rate-regulated gas or electric public utility, and that 

11 is engaged in the sale, lease, rental, installation, 

12 construction, modernization, retrofit, maintenance, or repair 

13 of equipment, products, or services. The term "affiliate'' 

14 specifically includes a public utility holding company or an 

15 affiliate of such a holding company. 

16 NEW UNNUMBERED PARAGRAPH. As used in this chapter, "emer-

17 gency service" means service performed by a public utili~y to 

18 correct malfunctions or interruptions in the generation, 

19 transmission, distribution, or use of natural gas or elec-

20 tricity that, if not corrected, may endanger life or property 

21 or otherwise affect public safety. The term "emergency 

22 service" specifically includes the lighting or extinguishing 

23 of pilot lights. 

24 Sec. 2. Section 476.51, Code 1989, is amended to read as 

25 follows: 

26 476.51 CIVIL PENALTY. 

27 A public utility or affiliate which willfttlly violates a 

28 provision of this chapter, a rule adopted by the board, or a 

29 provision of an order lawfully issued by the board, is subject 

30 to a civil penalty, which may be levied by the board, of not 

31 more than one hundred dollars per violation or one thousand 

32 dollars per day of a continuing violation, whichever is 

33 greater. Civil penalties collected pursuant to this section 

34 shall be forwarded by the executive secretary of the board to 

35 the treasurer of state to be credited to the energy research 

-1-
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7 
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9 

10 
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and development fund and to be used only for the low income 

home energy assist•nce program and the weatherization 

assistance program administered by the division of community 

action agencies of the department of human rights. Penalties 

paid by a rate-regulated public utility pursuant to this 

section shall be excluded from the utility's costs when 

determining the utility's revenue requirement, and shall not 

be included either directly or indirectly in the utility's 

rates or charges to customers. 

Sec. 3. NEW SECTION. 476.70 LEGISLATIVE FINDINGS. 

ll 

13 

14 

The legislature finds and declares it to be the public 

12 policy of the state to promote free and open competition in 

the sale and servicing of energy-related and nonutility 

products and equipment. 

15 

16 

17 

18 

19 

20 

21 

22 

The public policy of the state also requires fair and 

efficient regulation of transactions and dealings between 

rate-regulated gas and electric public utilities and their 

affiliates and the prevention of unfair transactions or 

dealings between rate-regulated gas and electric public 

utilities and their affiliates. 

The public policy of the state requires that public utili

ties not engage in the sale or service of products and 

23 equipment, including household appliances, the sale of 

24 construction services, and the sale of energy efficient 

25 modernization or retrofit services, except in circumstances 

26 that gua=d against subsidization by public utilities of 

27 affiliates and unfair contracting practices and that otherwise 

28 ensure fair competition and a free and open market for 

29 products and services unaffected by the special competitive 

30 advantage enjoyed by the public utilities. 

31 The legislature finds that the best interest of investors 

32 and consumers can be protected by the prevention of unfair and 

33 inefficient transactions between public utilities and their 

34 affiliates. Free and open competition in markets for 

35 nonutility services can only be achieved if the market for 

-2-
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1 those goods and services is not distorted or dominated by 

2 utilities that, by v·irtue of their special status as regulated 

3 monopolies in the development and distribution of energy, have 

4 an unfair competitive advantage in other nonutility 

5 enterprises. 

6 The legislature also finds that the public interest and the 

7 interest of consumers and investors can be protected if all of 

8 the following occur: 

9 1. Transactions between public utilities and their 

10 affiliates are subject to utilities board approval and 

11 regulation to assure that reasonable prices are charged and 

12 costs properly allocated. 

13 2. Public utilities and their affiliates do not engage in 

14 unfair business practices. 

15 3. Activities and relationships between public utilities 

16 and their affiliates do not cause any materially detrimental 

17 effect on the publ:c utility's rates for or reliability of 

18 public utility service to the public, its cost of capital, or 

19 its ability to raise capital. 

20 4. The utilities board has access to the books and records 

21 of public utilities and affiliates to the extent necessary and 

22 relevant fer the board to regulate any public utility and its 

23 affiliates. 

24 Sec. 4. NEW SECTION. 476.71 UTILITIES PROHIBITED FROM 

25 CERTAIN ACTIVITIES. 

26 1. A public utility shall not engage in the sale, lease, 

27 servicing, rental, installation, construction, modernization, 

28 retrofit, maintenance, or repair of equipment or products 

29 except by an affiliate. However, the utilities board may 

30 adopt rules providing for the waiver of this subsection, when 

31 there is a lack of competition or other circumstances, when 

32 the waiver would not thwart the legislative declaration and 

33 policies expressed in section 476.70. 

34 2. A public utility shall not grant a subsidy or any un-

35 fair preference or privilege to an affiliate in the transac-

-3-
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l tion of business between them. 

2 3. A public utility or its agent, employee, or represen-

3 tative shall not refer or steer c~stomers to specific indi-

4 victuals or companies engaged in the sale or servicing of 

5 energy-consuming products, equipment, or appliances, including 

6 an affiliate. 

7 4. A public utility shall not lend money to or guarantee, 

8 endorse, or act as a surety on the debts, liabilities, bonds, 

9 notes, contracts, or other obligations, or otherwise assist 

10 financially, an affiliate. 

ll 5. A public utility shall not purchase, receive, hold, or 

12 otherwise acquire the stock, shares, bonds, debentures, notes, 

13 or other securities, or other interest in an affiliate unless 

14 the utility pays at least the fair market value for the inter-

15 est acquired. 

16 6. A public utility shall not sell, lease, rent, assign, 

17 or transfer real or personal property to an affiliate, unless 

18 the public utility receives the higher of book value or t~e 

19 current market value for the property sold, leased, rented, 

20 assigned, or transferred. 

21 7. An acquisition of an asset by the public utility from 

22 an affiliate shall be given a book value at no more than the 

23 market value of the asset. 

24 8. A service provided to an affiliate by a public utility 

25 shall be priced at no less than the fully allocated cost of 

26 the service, including a five-percent add-on to the labor 

27 portion of the cost. 

28 9. A public utility shall pay no more than the reasonable 

29 market value to an affiliate for any services provided to or 

30 on behalf of the public utility. 

31 10. A public utility shall not provide an affiliate with 

32 public utility data or information, including but not limited 

33 to customer lists, confidential utility information, or any 

34 information in which the public utility has a protectable 

35 interest, unless the information or data is transferred or 

-4-
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l charged at market value and is made available to t~ird parties 

2 under the same terms and conditions that it is available to an 

3 affiliate. 

4 11. All transactions between a public utility and its af-

5 filiates shall be conducted on an arms-length basis, and the 

6 transactions shall not be for less than the current fair 

7 market value. 

8 

9 

10 

ll 

12. 

rules 

which 

their 

Public utilities shall maintain records, pursuant to 

specified by the utilities board under section 476.73 

detail all transactions between the public utilities and 

affiliates, and the records shall identify t~e nature of 

12 each transaction and the terms and conditions applying to each 

13 transaction. 

14 13. A public utility maintaining an affiliate shall, every 

15 three years or upon order of the board, submit to the 

16 utilities board and the consumer advocate an independent audit 

17 from an auditor selected jointly by the utilities board and 

18 the cons~mer advocate. The cost of the audit shall be paid by 

19 the public utility but shall not be included directly or 

20 indirectly in its charges or rates to customers. 

21 14. This section does not prohibit a public utility from 

22 providing emergency service, any service required by law, or 

23 any projects or activities required by the utilities board or 

24 any energy conservation programs or projects established by 

25 the board or by statute. Further, this section does not 

26 prohibit construction, maintenance, or repair of utility 

27 property necessary for the generation, transmission, or 

28 distribution of electricity, gas, or steam provided that such 

29 work performed is necessary to protect public safety or to 

30 avoid interruption of service. 

31 15. This section shall be applicable only to rate-

32 regulated gas or electric public utilities. 

33 Sec. 5. NEW SECTION. 476.72 RESTRICTIONS ON ?UBL!C 

34 UTILITY AFFILIATES. 

35 An affiliate shall engage ln the sale, lease, rental, 

-5-
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installation, maintenance, or repair of energy-cons~ming 

equipment, products, or appliances only if in compliance with 

the following requirements: 

1. The name of the affiliate shall not resemble the name 

of the public utility. Neither the utility nor the affiliate 

shall trade upon, promote, or advertise their affiliated 

status. 

2. The affiliate shall not have a place of business at or 

on premises owned or occupied by the public utility. The 

affiliate shall not share the use of premises, equipment, 

inventory, personnel, or other resources of the public 

utility. 

13 3. The affiliate shall not advertise, promote, or market 

14 its products or services through mailings of the public util-

15 ity or advertisements in which the public utility's name is 

16 set forth. 

17 

18 

19 

20 

21 

22 

23 

24 

25 

4. The affiliate shall maintain accounts, books, and 

records separate and distinct from these of the public 

utility. 

5. Revenues from the affiliate shall not be provided or 

disbursed to the public utility unless all costs and expenses 

involv05 in operating the affiliate are borne by the affiliate 

and no~ by the public utility. 

6. The affiliate shall maintain assets separate and 

distinc~ from the assets of the public utility. 

26 7. The affiliate shall transact its business in the state 

27 separately and independently of a public utility, whether or 

28 not the utility is located within or without the state, so as 

29 to gain no competitive advantage by virtue of its status as an 

30 affiliate. 

31 Sec. 6. NEW SECTION. 476.73 JURISDICTION OF BOARD OVER 

32 AFFILIATES -- RULES. 

33 The utilities board shall have jurisdiction over affiliates 

34 of rate-regulated gas and electric public utilities operating 

35 within this state to ensure compliance with this division and 

-6-
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l to the extent necessary to accomplish the objectives and 

2 purposes of this djvision. The utilities board shall adopt 

3 rules as necessary to accomplish the objectives a~d purposes 

4 of this division. 

5 Sec. 7. NEW SECTION. 476.74 DUTIES OF UTILITIES BOARD TO 

6 SUPERVISE UTILITY AND AffiLIATES TRANSACTIONS. 

7 The board and consumer advocate shall have the power to do 

8 all of the following: 

9 l. Review, inspect, and audit books, accounts, and other 

lO records kept by an affiliate. 

ll 2. Investigate the operations of all rate-regulated gas 

12 and electric public utilities and their affiliates and their 

13 relationship to each other for the purpose of ensuring 

14 compliance with this division. 

15 3. Select independent auditors as required by this divi-

16 slon. 

17 Sec. 8. NEW SECTION. 476.75 SUBSIDIZATION OF AFF:::ATES 

18 BY UTILITY -- ?OWER TO INVESTIGATE. 

19 A person aggr:eved by unfair competition from a public 

20 utility affiliate, as defined :n section 476.1, may file a 

21 complaint before the board which shall set the case for 

22 hearing and give notice as it deems appropriate. An aggrieved 

23 person who is successful, in whole or in part, in such an 

24 action shall receive attorney's fees, expenses, and costs, 

25 including but not limited to, expert witness fees, and shall 

26 be awarded treble damages suffered by reason of the unfair 

27 competition. The fees, expenses, costs, and treble damages 

28 shall be paid by the affiliate or by the public utility, as 

29 shall be ordered by the board, but the public utility shall 

30 not include, either directly or indirectly in its charges to 

31 its customers or its rate base, any such fees, expenses, 

32 costs, or damages. A public utility shall not include the 

33 cost of a successful defense of an affiliate subsidization 

34 case in its charges to its customers or in its rate base. 

35 Sec. 9. NEW SECTION. 476.76 EXEMPTIONS. 

-7-
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l This division shall not apply to rural electric 

2 cooperatives, municipal utilities, water utilities, and tele-

3 communication companies. 

4 Sec. 10. NEW SECTION. 476.77 TITLE. 

5 sections 476.70 through 476.76 and this section shall be a 

be 6 separate division of this chapter and the division shall 

7 known as the "Public Utility Affiliate Regulation Act". 

8 EXPLANATION 

9 This bill creates a new division of chapter 476 to be knowr. 
10 as the "Public Utility Affiliate Regulation Act''. 

11 The legislative findings are set o~t in section 3, 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

12 prohibited acts of rate-regulated gas and electric public 

utilities are set out in section 4, section S places 

restrictions on public utility affiliates, section 6 gives the 

utilities board jurisdiction and rule ~aking authority over 

affiliates of rate-regulated gas and electric public 

utilities, section 7 gives the utilities board and consumer 

advocate supervisory and investigatory authority over public 

utilities and their affiliates, and section 8 relates to 

administrative review of complaints by persons aggrieved by 

unfair competition from a public utility affiliate. Section 9 

provides exemptions from the Public Utility Affiliate 

Regulation Act for rural electric cooperatives, municipal 

utilities, water utilities, and telecommunication companies. 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

A public utility or affiliate which violates a provision of 

chapter 476, a rule adopted by the utilities board, or a 

provision of an order lawfully issued by the utilities board, 

is subject to a civil penalty, which may be levied by the 

utilities board, of not more than one hundred dollars per VlO

lation or one thousand dollars per day of a continuing vio

lation, whichever is greater. 
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StNA'l'E: PILE l7 l 

AN AC'I' 

RELATING TO PUBLIC IJTII.l'l'IES AND THEIR M'Pil.IATBS, WITH CIVII. 

PENAL.'l'IES APPLICAB£.£. 

ElK IT ENAC'I'£0 BY 'l'lfE GENERAL ASSEHBL'i' OP THE STATE Of' IOWA 1 

Section l. Section 476.10, unnumbered paragraph l, Code 

19B9, is amended to read as followa: 

~hen the board dee~s lt necessary in order to carry out the 
dutle~ imposed upon it by this chapter for the purpose of 
daterruinlng rate matters to lnveatiqate the books, accounts, 

practices, and activities ot, or make appraleala of the 
property of any public utility, or to render any en~ineering 

or accounting aerv1ces to any public utility, or to review the 
operations or annual reports of the public utlltty under 

section 476.11 or H6. 12, ~!Y.!!~!.~! !_2f.Qpoaal for 
!!2!.9!!~!!!.t!.Q.!.L!!nde:_section 476.71!. the public utility shall 
pay the eacp&nse re~sonably attributable to the i.nvestiqatlon, 
appraisal, service, or review. ~he board shall ascertain the 

expenses lncludin9 certified eacpet\aea incurred by the consuCDer 
advocate dlviai.on of the department of justice directly 
charqeable to the public utlllty under aectlon t7SA.6, and 

shall render a bill, by certified ~il, to the public utility, 
either at the conclusion of the itwestiqatlon, appraisal. 

services, or review. or from time to time durln9 its progress, 
which bill is notice of the assesarunt and shall demand 

payment. The total amount ot such expense in any one calendar 
year, for vhi.ch any public utility shall become lieble, shall 
not exceed two-tenths ot one percent oE ita 9rosa operatin9 

revenues derived from intrastate public utiltt.y operations in 

the last precedkn9 calendar year. 

Sec. 2. NEW.!gf1!Q~. 476.67 PURPOSE, 

• • 
Senate File l7l, p. 2 

It is the intent of thl? general assembly that a public 

utility should not directly or indirectly include in regulated 
rates or charqes any costs or expenses of an affiliate engaged 

i.n any buslness ot:her than that of uti l!ty business unless the 
affiliate provides 9ooda or service~ to the public ut i.lity. 
The coats that are included should be reasonably necessary and 
appropriate for utility business. It i.e also the intent of 

the 9eneral asse~bly that a public utility ehould only provide 
nonutillty services in a manner that minimizes the possibility 

of cross-subsidization or unfair competitive advanta9e. 

Sec. l. ~~~·L.~~£!IQ.~. 476.68 DEFINITIONS. 

As used in this division, unles$ the context otherwise 
requJres1 

1. ''Public utility'' includes only qas or electrlc rate
regulated public utilities and rate-requlat~d telephone 

utilities providing local exchan9e telecommuni.cati.on service. 

1. ''Affiliate" rneans a party that directly, or indirectly 
through one or more lnter~edlaries, controls, is controlled 

by, or i& under common control with a rate-re9ulated public 
utility, 

l. "Control'' rneans the possession, direct or indi.rect, of 

the power to direct or cause the direction of the manageruent 
and policies of an enterprise through ownership, by contract 
or otherwise. 

4. ~utility business• means the generation or transmission 

of electricity or furniahlng of gas or furnlahlng electricity 

or turnhhlng rate-regulated coiJI/Ilunicat1ons services to the 

public for compensation. 

S. ''Nonutility StHvlce" includes the sale, lease, or other 

conveyance of co~~ercial and residential gas or electric 
applianc~a, interior lightinq systems and fixtures, or 

heating, ventilating, or air conditiotlinq systems and 

co:r~ponent parts or the sccvlcing, repair, or maintenance of 
such equlpment. 

Sec, 4. ~~__§_t:C'~ION, 476.69 Aff'ILIATE RECORDS. 
Ul ., 
(,) .., 
(,) 



SenatP File 171, p. l 

1. ACCESS 70 ~ECO~os. Ev~ry public utility and affiliate 

through the public utility shall provide th€.' board with access 
to books, records, accoutlts, docutDents, and other data and 

infor~ation which the board finds necessary to efrectively 

ifllple~ent and effectuate the provisions of thia chapter. 

2. SEPA~ATE ~ECORDS. 7he board may require ~fflliates ot 
a public utility to Keep separate records and the board ~ay 

provide tor the examination and inspectlon of the books, 

accounts, papers, and records, as ~ay be necessary to enforce 

this chapter. 
3. ALLOCATION PERHI7TED, The board may inquire as to and 

prescribe, for rate~aklnq purposes, the allocation of 

capitalization, earninqs, debta, and expenses related to 

ownership, operation, or 
Sec. 5. NEW SECTION. 

REQUIRED TO 8£ t'[LEO. 

mana9ement of affiliates. 
476.70 AFFILIATE INfORHAT[ON 

1. GOODS AND SERVICES. All contracts or arranqements 

provldln9 for the furnishinq or receiving ot qoods and 
services includin9 but not llraited to the furnishing or 

receivinq of ~anagement, supervisory, construction, 
enqlneerlnq, accountinq, legal, financial, marKeting, data 

processln9, or similar services made or etltered lnto on or 
after July 1, 1989, between a publlc utility and any affiliate 

shall be filed annually wlth the board. 
2. SALF.S, PURCHASES, AND LEASES, All contracts or 

arranqements for the purchase, sale, lease, or exchan9e of any 
property, right, or th1nq made or entered into on or after 

July 1, 1989, between a public utlllty and any afflliate shall 
be filed annually with the board. 

l. LOANS. All contracts or arranqements providing for any 
loan of money or an e•tension or renewal ot any loan of money 

or any similar transaction made or entered into on or after 
July 1, 1989, between a public utility and any afrlt1ate, 

whether as guarantor, endorser, surety, or ot.herwlae, shall be 

tiled annually with the board. 
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4. YERIPIED COPIES REQUJ~EO. Every public utility shall 

ftle wlth the board a verified copy of the contract or 
arrangement referred to In this section, or a verified summary 

of the unwritten contract or arrangement, and also of all the 

contract& and arrange~ents or a verified summary ot the 

unwritten contracts or arrangetaents, whether written or 
unwritten, entered into prior to July 1, 1989, and tn force 

and effect at that time. Any contract or agreement determined 
by the board to be a confidential record pursuant to section 

22.7 shall be returned to the public utility tillnq the 

confidential record w\thln sixty days after the contract or 

agree~ent Ia tiled. 
s. EXEMPTION. The proviaione of this aectlon requlrlo9 

fllln9 of contracts or aqreeme"ta with the board shall not 
apply to transactions with an affiliate where the amount of 

consideration involved is not in excess of fifty thousand 
dollars or five percent of the capital equity of the utility, 

whichever is smaller. However, re9ularly recurrlnq payments 
under a general or contlnuinq arrangement whlch aggre9ate a 

qreater annual amount shall not be broken down into a series 
of transactions to come wlthln this exemption. In any 

proceedinq lnvolvinq the rates, charqes or practices of the 
public utility, the board 111ay e•clude from the accounts of the 

public utility any unreasonable pay~ent or compensation made 
pursuant to any contract or arran9ement which is not required 

to be filed under this subsection. 
6. CONTlNtHNG JURISDIC'l'lON. The board shall have the sar.~e 

iurisdlctlon over modifications or amendments of contr~cts or 
arrangements In this section as it has over the original 

contracts or arran9ements. Any modification or amendment of 
contracts or arrangements shall also be filed annually with 

the board. 
1. SANCTION. Por raternakin9 purposes, the boctrd may 

exclude the payment or compensdtion to an affiliate or adjust 

the revenue received from an affiliate associated with any 

contract or ''rrangemt.>nt required to be filed with the board i.f 
the contr.-ct 01· arrangement is not so filetl. 



,. 
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8. ALTERNATIVE WF'ORMA'l'JON. The board Shc!lll conault with 

other stdte and federal r~gulatory aqencies for the purpose of 

eliminating duplicate or conflicting fillng requirements and 

may adopt rules which provide that comparable info1·mation 

require~ to be filed with other staLe or federal regulatory 
agencies may be accepted by the board in lieu of informat&o~ 
required by this section. 

9. REASONABI.ENESS REQUIRED. In c1ny proceedtn9, whether 

upon the board's own motion or upon application or complaint 

involving the C4tes, ch.Jcges, or pract lees of any public 

utility, the bo4rd, for Cdtemaking p1uposes may excludtt from 

the accounts of the public utility or adju&t any pay~r~ent or 

compensation related to any transaction with an affiliate for 

any services rendered or for any property or service furnished 

or received, aa described in this sectlon, under contracts or 

arrangements with an affiliate unless and upon inquiry the 

publiC utility shall establish the reasonableness of the 

pay~ent or compensation. 

10. EXEHP'fiON B'i RULB OR WAIVER. The board rnay adopt 

rules which execapt any public uti llty or claaa of public 

utility or claas of contcactli or arrangement& troru this 

section or waive the requirement& of this 11ection lf the board 

finds thc1t the exemption or waiver is in the pub1ic interest. 

Sec. 6. N£~ SECTION. 416.71 AUDITS REQUIRED. 

7he board nay periodically retain a nationally or 

re9ionally reco~nizod independent audltin~ firm to conduct an 

audit of the tranaactionll between a public utility and lts 

affiliates. An affiliate transaction audit shall not be 

conducted ruore frequently than every three year a, unless 

ordered by the board for good cause. The cost of the audit 

llhall be paid by the ptlbllc utility t<l ttle independent 

<:tuditing firm and :~hall be Included in its regulated rates <:tnd 

charges, unless otherwise ordered by th~ board for good cauae 

aft&c providing tha public utility the opportunity foe a 

heartnQ on the boc~rd's decision. 

Sec, 7, N~ ~!.~-~.'!ON, t"J6.7l fl£0RGANIZATION OEFHH:n, 

e 
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For purpouea of this divisior\ unles!l the conte)(t otherwise 

requires, "reorganization'' ~neans either of the following: 

1. The acquisition, sale, lease, or any other disposition, 

directly o1· ind~rectly, including by mer9er or consolidation, 

ot the whole or any substantial pact of a public utility's 

asot:ts. 

2. Tt1e purchase or other acquisition or sale or other 

dl&pooition of the controllinq capital stock of any public 

utility, either directly or indirectly. 

Sec. 8. H~ SECTION. 476.73 TIME AND STANDARDS FOR 

flEVI£W. 

1. A reorganization shall not take place if the board 

disapproves. Prior to reocqanhation, the applicant shall 

file ~ith th& board a proposal for reorganization with 

aupportin9 testlrnony anJ evidence to establish that the 

reorganization i.s not contracy to the interests of the public 

utility's ratepayers and the public interest. 

2. A proposal for reorganization shall be deemed to have 

been approved unless tt\e board disapproves the proposal within 

forty-five daytl after lta filing. However, the board sl1all 

not dl~approve a proposal for reorgc~ni.zation without providing 

for notice and opportunity for hearing. The notice of he.!$rinq 

shall be provided no latec than twenty-one days after the 

proposal for reorganization has been filed. 

J. In Its review of a proposal for reorqat\ization, t.he 

board may consider all of the following1 

a. Whether the board will have reasonable access to boo1o:s, 

recorda, documents, and other information relating to tile 

public util~ty or any ot Its affiliates. 

b, Whether the public utillty's ability to attrdct c~pital 

on reasondb)e tcrr.'ls, including the maintenance of a re&sonable 

capital structua·e, is lmp.ii.red, 

c. Wht!ther t.he dbility of the public utility to pro11ide 

safe, rc.1son~ble, and adequate service is impail'ert, 

d. Wh~ther r~tepayera dec detriMentally affeeteJ, 

e. Whet.h~r th~ public interest is dotrim~ntally affected. 
(/) 

"" w .., 
w 
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4. EXEMPTION BY RULE OR WAIVER. The board may adopt rules 

which exenpt any public utility or class of public utility or 
class of reorganization ftom this section H the board finds 

that with respect to the public utility or class o! public 
utility or class of reorganization review is not necessary in 

the public interest. The board may adopt rules necessary to 
protect the interest of the custocners of the e:.empt pub I ic 

utility. These rules may include, but are not 11mlted to, 

notification of a proposed sale or transfer of assets or 

stock. The board may waive the requlre~ents of this section, 
if the board finds that board review Is not necessary in the 

public interest, 
Sec. 9. NEW SECTION. 476.74 CROSS-SUDSIOI~ATIOH 

PROHIBITED. 
A rate-regulated qas or electric public utility shall not 

directly or Indirectly include any costs or expenses 

attributable tO providing nonutility service in re9ulated 

rates or charqes. 
Sec. 10. NEW SECTJON. 476.7S PROVISION Of NONU1'ILI1'i' 

SERVICE. 
1. A rate-regulated qas or electric public utility 

providing any nonutll1ty service to its custo~ers shall keep 
and render to the board separate records of the nonutility 

service. The board may provide tor the examination and 
inspection of the books, accounts, papers, and records of the 

nonutility service, as m•y be necessary, to enforce any 

provisions of this chapter. 
2. The board shall adopt rules whlch apeclfy the manner 

and form of the accounts relatin9 to provldin9 nonutility 

services which the rate-re9ulated gaa or electric utility 
ehall ma1ntaln. 

Sec. U. ~!!~._.@2C!!.'W• 416.76 AOOITIOHAt, REOUJRg)tf.NTS. 
A ratt-CIQulated 911 or electric public utility which 

tnQagoa in a eyate~atic ~arketln9 effort aa defined by the 
board, other than on an 1ncidental or casual baals, to promote 
the availability of nonutility service from the public utility 

• 
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shall make av4ilable at reasonable compensation on a 

nondiscriminatory basis to all persons engaged primarily in 
providing the same competitive nonutlkity services in that 

area all of the following services to the same extent utili~ed 
by the public utility in connection with its nonutility 

services: 
l. Access to and use of the public utility's customer 

lists. 
2. Access to and use of the public utility's billing and 

collection system. 
1. Access to and use of the public utility's mallin9 

syste!D. 
Sec. 12. NEW SECTION. 476.71 AUDI'l' RE<)UlREO. 

The board may periodically retain a nationally or 
re9ionally reco9nlzed independent audltin9 firm to conduct an 

audit of the nonutllity services provided by a rate-re9ulated 
gas ot electric public utility subject to the provisions of 
section 476.76. A nonutility service audit shall not be 

conducted more frequently than every three years, unless 

ordered by the board for good cause. 'l'he cost of the audit 
shall be paid by the public utility to the independent 

auditing firm ~nd shall be included in its re9ulated rates and 
charges, unless otherwise ordered by the board for qood cause 

after providinq the publ1c ut11lty the opportunity for a 

hearing on the board's decision. 
Sec. 11. NEW SECTIQ~· 476.78 EXEMPTION-- ENERGY 

EFFICIENCY. 
Notwlthstandlnq any lanqudge to the contrary, nothing in 

thls division shall prohibit a public utility from 

partlcipatlng in or conducting enerqy efficiency projects or 
programs established or approved by the board or required by 

stattJte. A public utility participating in or conducting 
enerqy efficiency projects or programs established or approved 

by the board or required by statute shall not be subject to 
the provisions o( sections 476.76 and 476.77 for those energy 

efficiency proiects or proqram~. 
Sec. 14. ~~--SECTION. 476.79 COMPLAINTS • 
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Any person may file a written complaint with the board 

requesting the board to determine compliance by a rate

regulated gas or electric utility with the provisions of 

section 476.74, 476.75, or 476.76 or any validly adopted rules 

to implement those sections. If the board determines there is 

any reasonable ground to investigate the complaint, the board 

shall promptly initiate formal complaint proceedings. The 

formal proceeding may be initiated at any time by the board on 

its own motion. 

Sec. 15. Sections 476.67 through 476.79 created under this 

Act shall be a separate division of chapter 476. 
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