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Section 1. Section 476.97, subsection 11, paragraph a,
Code 1997, is anmended to read as foll ows:
a. Notwi thstandi ng subsections 1 through 10, a |l oca
exchange carrier

have the option to be regul ated
pursuant to subsections 1 through 10 or pursuant to this
subsection. A |local exchange carrier which elects to become
price regul ated under this subsection shall also be subject to
subsections 5 through 8 and subsection 10 in the sane nanner
as a | ocal exchange carrier which operates under an approved
pl an of price regulation submtted pursuant to subsection 1.

Sec. 2. Section 476.98, Code 1997, is amended to read as
foll ows:

476.98 EARN NGS CALCULATI ON AND REPORT.

The consuner advocate shall calculate an estimate of the
return of a local exchange carrier operating under price
regul ati on pursuant to section 476.97 as if the carrier were
subject to rate-of-return regulation. The calculation shal
be based upon the annual report of such carrier and other
i nformati on provided to the consuner advocate by the carrier.
The cal cul ation shall be nade every two years begi nning
followi ng the end of the second cal endar year after the year
in which the plan beconmes effective. Notw thstanding section
476. 1D, subsection 4, in making a calculation pursuant to this
section, the consunmer advocate shall not take into account the
investnent, revenues, and expenses associated with the sale of
classified directory advertising. The consunmer advocate shal
provide a witten report to the general assenbly including the
results of this calculation on or before July 1 of the year
i mediately follow ng the two-year period for which a
calculation is made. |f, after a review of the information
used to nmake the calculation required in this section, the
consuner advocate determ nes that the public interest would be
better served by a different formof rate regulation, the
consuner advocate shall provide a reconmendation that the
general assenbly direct the utilities board to inplenent a
different formof rate regulation

Sec. 3. EFFECTIVE DATE. This Act, being deened of
i mredi ate i nportance, takes effect upon enactnent.

EXPLANATI ON

This bill amends Code section 476.97 to pernit a loca
exchange carrier with 500,000 access |lines or nore a second
option regarding price regulation. Currently, only I|ocal
exchange carriers with fewer than 500,000 access lines are
gi ven the choice of the alternative option

Pursuant to the first option, a rate-regulated | oca
exchange carrier may subnmit a plan for price regulation to the
board. The board, after notice and opportunity for hearing,
may approve, nodify, or reject the plan. The carrier has 10
days to accept or reject any nodifications to the plan. A
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pl an under this option, at a mnimum nust include provisions
for establishing and changing prices, terns, and conditions
for basic conmunications services; establishing and changi ng
prices, terns, and conditions for nonbasic communications
services; reporting new service offerings to the board,
reflecting any changes in revenues, expenses, and investnment
due to exogenous factors beyond the control of the |oca
exchange carrier in the rates to be charged by the carrier;
and providing notice to custoners, the board, and the consuner
advocate of any changes in prices, terns, or conditions.
Additionally, the board is to deternine the duration of any
pl an under this option

Pursuant to the second option, which is currently only
available to a rate-regul ated | ocal exchange carrier with
fewer than 500,000 access lines, such carrier is to provide
witten notice to the board of such election no | ess than 30
days prior to the date price regulation is to commence. The
rate-regul ated | ocal exchange carrier is not required to file
a plan with the board in the manner provided under the first
option. The rate-regul ated |ocal exchange carrier is not
subject to rate-of-return regul ati on while operating under
price regulation, all regulated services are to be provided
pursuant to board-approved tariffs, all new regul ated service
offerings are to be reported to the board, and rates may be
adjusted by the board to reflect any changes in revenues,
expenses, and investment due to exogenous factors beyond the
control of the l|ocal exchange carrier. Current |aw provides
the manner in which prices may be changed and requires that
the rate-regul ated | ocal exchange carrier notify custonmers of
a rate change under this subsection at |east 30 days prior to
the effective date of the rate change. The board is
authorized to review a | ocal exchange carrier's operation
under this option four years after the carrier's election to
be price-regulated. The | ocal exchange carrier, consumer
advocate, or any other person may propose for the board's
approval, a reasonable nodification to the price regulation
requirements in the option

The bill also provides that the consuner advocate, in
calculating an estinmate of the return of a | ocal exchange
carrier operating under price regulation as if the carrier
were subject to rate-of-return regulation, is not to consider
the investnent, revenues, and expenses associated with the
sale of classified directory adverti sing.

The bill would take effect upon enactnent.
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