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~ An Act relating to utility cost reviews associated with a rate-

2 regulated public utility's procurement of natural gas or fuel 

3 for use in generating electricity. 

4 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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l Section 1. Section 476.6, subsections 15 and 16, Code 

2 1997, are amended to read as fo!tlows:· ' 
~ ~ ' ' . 

3 15. NATURAL GAS SUPPLY AND COST REVIEW. :The 'E!oard shall 

4 periodically,-bttt-not-ie~~-than-annttaily, conduct a proceeding 

5 for the purpose of evaluating the reasonableness and prudence 

6 of a rate-regulated public utility's natural gas procurement 

7 and contracting practices. The natural gas supply and cost 

8 review shall be conducted as a contested case pursuant to 

9 chapter l7A. 

10 Under procedures established by the board, each rate-

11 regulated public utility furnishing gas shall periodically 

12 file a complete natural gas procurement plan describing the 

13 expected sources and volumes of its gas supply and changes in 

14 the cost of gas anticipated over a future twelve-month period 

15 specified by the board. The-~lan-~hal~-de~c~~be-ali-major 

16 eont~acts-and-~as-stt~~ly-a~ran~ements-ente~ed-into-by-the 

17 tttility-fo~-obtaining-~as-dttrin~-the-spee~fied-twelve-month 

18 period.--~he-deseription-of-the-major-eont~acts-and 

19 ar~angements-shall-inelttde-the-~~ice-of-gas7 -the-dttrat~on-of 

20 the-contraet-or-a~~angement,-and-an-e~~lanation-or-de~e~i~tion 

21 of-any-other-term-or-~rovision-as-~eqttired-by-the-board.--The 

22 p±an-shall-atso-inelttde-the-tttility~s-evalttation-of-the 

23 ~easonableness-and-p~ttdence-of-its-decisions-to-obtain-gas-in 

24 the-manner-deseribed-in-the-~lan7 -sn-expianation-o£-the-legal 

25 and-regttiato~y-action~-taken-by-the-~tility-to-minimize-the 

26 eoet-of-gas-p~rehaseci-by-the-tttiiity,-and-stlch-other 

27 information-as-the-boa~d-lllay-reqt~i~e. The utiL.-cies shc.i.l 

28 file information as the board deems aoorooriate. 

29 During the natural gas supply and cost review, t~e bcarc 

30 shall evaluate the reasonableness and ?rudence of the sas 

-~~ procurement plan. fn-evafaa~in9-~he-gas-?~Oetlre~e~~-~ia~ 7 -~h~ 

32 ~oard-s~a~~-eens±der-t~@-vei~me7 -eos~7-e~d-rei±abi~±~~-of-~~~ 

~~ 1 .'f.aje'l' -tl±te:-native-gtl~-Sd:!'!)3.: ieB-a~c:!: ~~e ie-~o-~ ~~-~ t ± ~ ~·t-y7--'cfle 
~4 ~ee~-of-cl~te~~ati~e-f~ei~-av&±i~~~e-~o-~~e-ti~i~~~y~~ 
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±egaf-anci-regu±atory-aet~on~-w~~en-the-ut±+ity-con±d-take-to 

m±nim~~e-t~e-eo~t-of-~urene3ed-gas;-tne-gae-~roetlre~ent 

praetiee~-of-tne-nt±±ity;-anci-otner-re±evant-faetors~ If a 

utility is not taking all reasonable actions to minimize its 

purchase gas costs, consistent with assuring an adequate long­

term supply of natural gas, the board shall not allow the 

utility to recover from its customers purchase gas costs in 

excess of those costs that would be incurred under reasonable 

and prudent policies and practices. 

16. ANNHAb-EbE€PRf€ ELECTRIC ENERGY SUPPLY AND COST 

ll REVIEW. The board shall periodically conduct an-annua± a 

12 proceeding for the purpose of evaluating the reasonableness 

13 and prudence of a rate-regulated public utility's procurement 

i4 and contracting practices related to the acquisition of fuel 

lS for use in generating electricity. The evaluation may review 

16 the reasonableness and prudence of actions taken by a rate-

17 regulated publ1c utility to comply with the federal Clean Air 

18 Act Amendments of 1990, Pub. L. No. 101-549. The proceeding 

:9 shall be conducted as a contested case pursuant to chapter 

2G 17A. Under proceaures established by the board, the utility 

21 shall file information as the board deems appropriate. If a 

22 utility is not taking all reasonable actions to minimize its 

23 fuel and allowance transaction costs, the board shall not 

24 allow the utility to recover from its customers fuel and 

25 allowance transaction costs in excess of those costs that 

26 would be or would have been incurred under reasonable and 

27 

28 

29 

30 

31 

32 

33 

34 

35 

prudent policies and practices. 

EXPLANATION 

This bill amends provisions relating to the natural gas 

supply and cost review, and the electric energy supply and 

cost review of rate-regulated public utilities. The bill 

strikes the requirement that a natural gas supply and cost 

review be conducted ac least annually. The bill also strikes 

language requiring a gas public utility to include a 

description of all major contracts and gas supply arrangements 

-2-



H.F. 

l entered into by the utility for obtaining gas during a 12-

2 month period as specified by the board in its natural gas 

3 procurement plan. The bill strikes certain specific items the 

4 board is to consider in evaluating the gas procurement plan 

5 including the volume, cost, and reliability of the major 

6 alternative gas supplies available to the utility; the cost of 

7 alternative fuels available to the utility's customers; the 

8 availability of gas in storage; the appropriate legal and 

9 regulatory actions which the utility could take to minimize 

10 the cost of purchased gas; the gas procurement practices of 

ll the utility; and other relevant factors. The bill provides 

12 that utilities shall file information as the board deems 

13 appropriate regarding the evaluation of the gas procurement 

14 plan. 

15 The bill also provides that the utilities board is to 

16 periodically, rather than annually, conduct a proceeding for 

17 the purpose of evaluating the reasonableness and prudence of a 

18 rate-regulated public utility's procurement and contracting 

l9 practices related to the acquisition of fuel for use in 

20 generating electricity. 
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BY (PROPOSED DEPARTMENT OF 

COMMERCE/UTILITIES DIVISION 

BILL) 

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

An 

BE 

Approved --------------------------

A BILL FOR 

Act relating to utility cost reviews associated with a rate­

regulated public utility's procurement of natural gas or fuel 
for use in generating electricity. 

IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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1 Secj:ion l.. Section 476.6, subsections 15 and 16, Code 

2 1997, are amended to read as follows: 
3 15. NATURAL GAS SUPPLY AND COST REVIEW. The board shall 

4 periodically,-b~e-noe-ie~~-ehan-ann~a~~y, conduct a proceeding 

5 for the purpose of evaluating the reasonableness and prudence 

6 of a rate-regulated public utility's natural gas procurement 
7 and contracting practices. The natural gas supply and cost 

8 review shall be conducted as a contested case pursuant to 

9 chapter l7A. 

10 Under procedures established by the board, each rate-

11 regulated public utility furnishing gas shall periodically 

12 file a complete natural gas procurement plan describing the 

13 expected sources and volumes of its gas supply and changes in 

14 the cost of gas anticipated over a future twelve-month period 

15 specified by the board. ~he-~~an-~ha%~-deseribe-a%~-major 

16 eoneraets-and-gas-su~~~y-arrangements-entered-into-by-the 
17 uti~ity-for-obtaining-gas-during-the-speeified-tweive-month 
18 ~eriod.--~he-deseription-of-the-major-eontraet~-and 

19 arrangements-sha~i-ineiude-the-priee-of-gas;-the-duration-of 

20 the-eontraet-or-arrangement,-and-an-exp~anation-or-deseri~tion 

21 o£-any-other-term-or-provision-as-required-by-the-board~--~he 
22 p%an-shail-a%so-inelude-the-uti~ity~~-evaluaeion-of-the 

23 reasonabieness-and-prudenee-o£-it~-deei~ion~-to-obtain-ga~-in 
24 the-manner-deseribed-in-the-plan,-an-explanaeion-of-the-iega% 
25 and-regulatery-aetions-taken-by-ehe-uti~ity-to-minimize-the 
26 eost-o£-gas-purehased-by-the-ueixiey7 -and-sueh-other 
27 information-as-the-beard-may-require~ The utilities shall 
28 file information as the board deems appropriate. 

29 During the natural gas supply and cost review, the board 

30 shall evaluate the reasonableness and prudence of the gas 

31 procurement plan. fn-eva%uating-the-gas-proeurement-pian;-the 
32 board-sha~l-eonsider-the-vo~ume,-eose;-and-reliabi~ity-of-the 

33 major-a~ternative-gas-sttp~iies-avai%able-to-the-uti%ity;-the 
34 eose-of-a%ternative-f~e%s-availabie-te-the-~tiiity~s 
35 e~stomers;-the-availability-of-ga~-in-storage;-the-a~pro~riate 
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S.F. ____ H.F. 

1 %ega%-afta-regu%atory-aet~oft~-wh~eh-the-ut~%~ty-eou%d-take-to 

2 m~ft~m~ze-the-eo~t-of-~ureha~ed-ga~;-the-gae-~roeurement 

3 ~raet~eee-of-the-ut~%~ty;-and-other-re%evant-faetore~ If a 

4 utility is not taking all reasonable actions to minimize its 

5 purchase gas costs, consistent with assuring an adequate long-

6 term supply of natural gas, the board shall not allow the 

7 utility to recover from its customers purchase gas costs in 

8 excess of those costs that would be incurred under reasonable 

9 and prudent policies and practices. 

10 16. ANN6Ab-EbE€~Rl€ ELECTRIC ENERGY SUPPLY AND COST 

11 REVIEW. The board shall periodically conduct an-annuai a 

12 proceeding for the purpose of evaluating the reasonableness 

13 and prudence of a rate-regulated public utility's procurement 
14 and contracting practices related to the acquisition of fuel 

15 for use in generating electricity. The evaluation may review 

16 the reasonableness and prudence of actions taken by a rate-

17 regulated public utility to comply with the federal Clean Air 
18 Act Amendments of 1990, Pub. L. No. 101-549. The proceeding 

19 shall be conducted as a contested case pursuant to chapter 
20 17A. Under procedures established by the board, the utility 

21 shall file information as the board deems appropriate. If a 

22 utility is not taking all reasonable actions to minimize its 

23 fuel and allowance transaction costs, the board shall not 
24 allow the utility to recover from its customers fuel and 

25 allowance transaction costs in excess of those costs that 

26 would be or would have been incurred under reasonable and 
27 prudent policies and practices. 

28 EXPLANATION 
29 This bill amends provisions relating to the natural gas 

30 supply and cost review, and the electric energy supply and 

31 cost review of rate-regulated public utilities. The bill 
32 strikes the requirement that a natural gas supply and cost 

33 review be conducted at least annually. The bill also strikes 

34 language requiring a gas public utility to include a 

~ 35 description of all major contracts and gas supply arrangements 
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S.F. H. F. 

l entered into by the utility for obtaining gas during a 12-

2 month period as specified by the board in its natural gas 
3 procurement plan. The bill strikes certain specific items the 

4 board is to consider in evaluating the gas procurement plan 

5 including the volume, cost, and reliability of the major 

6 alternative gas supplies available to the utility; the cost of 

7 alternative fuels available to the utility's customers; the 
8 availability of gas in storage; the appropriate legal and 

9 regulatory actions which the utility could take to minimize 

10 the cost of purchased gas; the gas procurement practices of 

11 the utility; and other relevant factors. The bill provides 

12 that utilities shall file information as the board deems 
13 appropriate regarding the evaluation of the gas procurement 

14 plan. 

15 The bill also provides that the utilities board is to 

16 periodically, rather than annually, conduct a proceeding for 
17 the purpose of evaluating the reasonableness and prudence of a 
18 rate-regulated public utility's procurement and contracting 

19 practices related to the acquisition of fuel for use in 

20 generating electricity. 
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E. BRANSTAO. COv£RNOR 

DATE: January 12, 1998 

TO: Members of the General Assembly 

FROM: Iowa Utilities Board 

SUBJECT: LSB NO. 3265DP 77 

IOWA UTILITIES BOARD 
0£PARTMENT OF COMMERCE 

Iowa was a national leader in beginning the annual review of gas utility natural 
gas purchasing and procurement practices in the early 1980's. At the time the 
natural gas market was entering a period of significant and dynamic change. 
W1th federal regulatory changes, the commodity market for natural gas is now 
fully competitive at the wholesale level. Because the market continues to 
evolve. the Board proposes to change the Annual Rev1ew of Gas (ARG) statute 
Based on the expenence and knowledge the Board has gained, the proposed 
changes would give the Board more flexibility in reviewing the procurement 
practices of Iowa Investor owned natural gas utilities. This 1s achieved by g1ving 
the Board the discretion to determine the interval between reviews rather than 
requinng annual filings by Local Distribution Companies (LDCs) The proposal 
also removes the specific review criteria in order to allow the Board the 
discretion to replace obsolete cntena with timely and relevant information. 

In addition, this bill would eliminate the need for an annual cost review of rate­
regulated public utility procurement and contracting practices relating to the 
acquisition of fuel for use in generating electricity. 

The bill would still allow the board to conduct a proceeding on an as needed 
basis. W1th passage of this bill the burden of preparing an annual filing is 
eliminated, however, the utilities would still be required to maintain records in the 
event the board commenced a review of a particular utility. 
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