STATE OF IOWA

DEPARTMENT OF COMMERCE

UTILITIES BOARD

IN RE:

AMENDMENTS TO EXTENSION RULES DOCKET NO. RMU-08-8
FOR NATURAL GAS AND ELECTRIC
PLANT ADDITIONS, GAS DISTRIBUTION
MAIN EXTENSIONS, AND ELECTRIC
LINE EXTENSIONS [199 IAC 19.3(10)
AND 20.3(13)]

ORDER COMMENCING RULE MAKING

(Issued November 21, 2008)

In Docket Nos. WRU-08-31-156 and WRU-08-35-150, the Utilities Board
(Board) granted waivers of its extension rules to MidAmerican Energy Company
(MidAmerican) and Interstate Power and Light Company (IPL), respectively, that
changed the definition of an "advance for construction” and eliminated the option that
allowed a customer to pay a contribution in aid of construction rather than an
advance for construction of natural gas and electric plant additions, gas distribution
main extensions, and electric line extensions. Since the waivers of the Board's rules
for MidAmerican and IPL now apply to a significant number of customers, the Board
is commencing this rule making to amend the extension rules to conform to the
waivers. This rule making has been identified as Docket No. RMU-08-8.

The Board is proposing to amend 199 IAC 19.3(10)"a,"” 19.3(10)"b,"

19.3(10)"c,” 20.3(13)"a," 20.3(13)"b," and 20.3(13)"c." The specific amendments are
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shown on the "Notice of Intended Action” that is attached hereto and incorporated
herein by reference. The notice will be published in the lowa Administrative Bulletin
on December 17, 2008. Interested persons may file comments on or before
January 6, 2009. No oral comment hearing is scheduled at this time. The published
version of the proposed amendments may contain editorial changes made by the
Code Editor.

IT IS THEREFORE ORDERED:

1. A rule making proceeding, identified as Docket No. RMU-08-8, is
commenced for the purpose of receiving comments on the proposed amendments in
the notice attached hereto and incorporated by reference in this order.

2. The Executive Secretary is directed to submit for publication in the lowa

Administrative Bulletin a notice in the form attached to and incorporated by reference

in this order.
UTILITIES BOARD
/s/ John R. Norris
/s/ Krista K. Tanner

ATTEST:

/s/ Judi K. Cooper /s/ Darrell Hanson

Executive Secretary

Dated at Des Moines, lowa, this 21% day of November, 2008.



UTILITIES DIVISION[199]
Notice of Intended Action
Pursuant to lowa Code sections 17A.4, 476.1, 476.2, and 476.8, the Utilities
Board (Board) gives notice that on November 21, 2008, the Board issued an order in

Docket No. RMU-08-8, In re: Amendments to Extension Rules for Natural Gas and

Electric Plant Additions, Gas Distribution Main Extensions, and Electric Line Extensions

[199 IAC 19.3(10) and 20.3(13)], "Order Commencing Rule Making," which proposes

revisions to the Board's gas and electric extension rules. Specifically, the Board
proposes to revise the definition for an "advance for construction” and to eliminate the
option for customers to choose either a refundable advance for construction or
nonrefundable contribution in aid of construction when required to pay for natural gas or
electric plant additions, natural gas distribution main extensions, or electric line
extensions.

Under current rules, the calculation for a refundable "advance for construction”
found in 199 IAC 19.3(1)"a" and 20.3(13)"a" includes a gross-up for the income tax
effect of the customer's payment but does not include a calculation of the present value
of the tax benefits to be obtained by depreciating the property in determining the tax
liability. The calculation for a "contribution in aid of construction” includes the present
value adjustment.

The Board proposes to amend the calculation of an "advance for construction” to

include the present value calculation to make it the same as the calculation for a



nonrefundable contribution in aid of construction. The amendment, if adopted, will
reduce the amount a customer has to pay for an advance for construction under the
Board's rules. The proposed amendments do not change the requirements for refunds
to customers that pay an advance where appropriate under the Board's rules. The end
result of the amendment will be that the tax effect for both advances for construction
and contributions in aid of construction will be the same, so there will be no choice for
the customer to make between a refundable advance and a nonrefundable contribution.
Consistent with the definition change, the Board is proposing to amend its rules to
remove the customer choice so that the customer will pay the lower calculated amount
and still be eligible for refunds where applicable under the rules.

The Board has granted waivers of the extension rules to MidAmerican Energy
Company (MidAmerican), Docket No. WRU-08-31-156, and Interstate Power and Light
Company (IPL), Docket No. WRU-08-35-150, to make the same change to the definition
of an advance for construction and to remove the customer's payment option as
reflected in the proposed amendments. Since the waivers to MidAmerican and IPL
significantly reduce the number of customers affected by the current rule, the Board
considers it reasonable to amend the rules for all customers to be consistent with the
waivers. This will also avoid any confusion where the service between utilities overlaps.

The specific provisions where the amendments are being proposed are: 199 IAC
19.3(10)"a," 19.3(10)"b," 19.3(10)"c," 20.3(13)"a," 20.3(13)"b," and 20.3(13)"c"(2). The
order commencing the rule making can be found on the Board's Web site,

www.state.ia.us/iub.




Pursuant to lowa Code section 17A.4(1)"a" and "b," any interested person may
file a written statement of position pertaining to the proposed amendments. The
statement must be filed on or before January 6, 2009, by filing an original and ten
copies in a form substantially complying with 199 IAC 2.2(2). All written statements
should clearly state the author's name and address and should make specific reference
to this docket. All communications should be directed to the Executive Secretary, lowa
Utilities Board, 350 Maple Street, Des Moines, lowa 50319-0069.

No oral presentation is scheduled at this time. Pursuant to lowa Code section
17A.4(1)"b," an oral presentation may be requested or the Board on its own motion after
reviewing the statements may determine that an oral presentation should be scheduled.

These amendments are intended to implement lowa Code sections 17A.4, 476.1,
476.2, and 476.8.

Item 1. Amend paragraph 19.3(10)"a," definition of "advance for construction”
as follows:

"Advance for construction,” as used in this subrule, means cash payments or

equivalent surety made to the utility by an applicant for a plant addition or a distribution

main extension, portions of which may be refunded depending on any subsequent

service line attached to the plant addition or distribution main extension. Cash

payments, or equivalent surety, shall include a grossed-up amount for the income tax

effect of such revenue. The amount of tax shall be reduced by the present value of the

tax benefits to be obtained by depreciating the property in determining the tax liability.




Item 2. Amend paragraph 19.3(10)"b" as follows:

b. Plant Additions. The utility shall provide all gas plant at its cost and expense
without requiring an advance for construction ernenrefundable-contribution-in-aid-of-
construetion from customers or developers except in those unusual circumstances
where extensive plant additions are required before the customer can be served. A
written contract between the utility and the customer, which requires an advance for
construction er-nenrefundable-contribution-in-aid-of-construction by the customer to

make plant additions, shall be available for board inspection. Fhe-utility-shal-alow-the-

Item 3. Amend paragraph 19.3(10)"c" as follows:

c. Distribution main extensions. Where the customer will attach to the
distribution main extension within the agreed-upon attachment period after completion
of the distribution main extension:

(1) The utility shall finance and make the distribution main extension for a
customer without requiring an advance for construction era-hrenrefundable-contribution-
in-aid-of-construction if the estimated construction costs to provide a distribution main
extension are less than or equal to three times the estimated base revenue calculated
on the basis of similarly situated customers. The utility may use a feasibility model,
rather than the three times estimated base revenue calculation, to determine what, if
any, advance for construction ernenrefundable-contribution-in-aid-of-construction is

required of the customer. The utility shall file a summary explaining the inputs into the



feasibility model and a description of the model as part of the utility’s tariff. Whether or
not the construction of the distribution main extension would otherwise require a
payment from a customer, the utility shall charge the customer for actual permit fees
and the permit fees are not refundable.

(2) If the estimated construction cost to provide a distribution main extension is
greater than three times the estimated base revenue calculated on the basis of similarly
situated customers, the applicant for a distribution main extension shall contract with the
utility and make, no more than 30 days prior to commencement of construction, an

advance for construction equal to the estimated construction cost less three times the

estimated base revenue to be produced by the customer. Fhe-customermay-choose-to-

construetion: The utility may use a feasibility model to determine whether an advance
for construction er-nenrefundable-contribution-in-aid-of-construction is required. The
utility shall file a summary explaining the inputs into the feasibility model and a
description of the model as part of the utility’s tariff. A written contract between the
utility and the customer shall be available for board inspection upon request. Whether
or not the construction of the distribution main extension would otherwise require a
payment from the customer, the utility shall charge the customer for actual permit fees
and the permit fees are not refundable.

(3) Where the customer will not attach within the agreed-upon attachment period
after completion of the distribution main extension, the applicant for the distribution main
extension shall contract with the utility and make, no more than 30 days prior to the

commencement of construction, an advance for construction equal to the estimated



construction cost era-henrefundable-contribution-in-aid-of-construction. The utility may
use a feasibility model to determine the amount of the advance for construction e+
nonrefundable-contribution-in-aid-of-construction. The utility shall file a summary
explaining the inputs into the feasibility model and a description of the model as part of
the utility’s tariff. A written contract between the utility and the customer shall be
available for board inspection upon request. Whether or not the construction of the
distribution main extension would otherwise require a payment from the customer, the
utility shall charge the customer for actual permit fees and the permit fees are not
refundable.

(4) No change.

(5) Refunds. When the customer has-chosen is required to make an advance
for construction ratherthan-a-contributionin-aid-of-construction, the utility shall refund to
the depositor for a period of ten years from the date of the original advance a pro-rata
share for each service line attached to the distribution main extension. The pro-rata
refund shall be computed in the following manner:

1. No change.

2. No change.

3. No change.

(6) No change.

Item 4. Amend paragraph 20.3(13)"a," definition of "advance for
construction" as follows:

"Advance for construction,” as used in this subrule, means cash payments or

equivalent surety made to the utility by an applicant for ar a plant addition or electrical




line extension, portions of which may be refunded depending on the attachment of any

subsequent service line made to the plant addition or electrical line extension. Cash

payments or equivalent surety shall include a grossed-up amount for the income tax

effect of such revenue. The amount of tax shall be reduced by the present value of the

tax benefits to be obtained by depreciating the property in determining tax liability.

Item 5. Amend paragraph 20.3(13)"b" as follows:

b. Plant additions. The utility shall provide all electric plant at its cost and
expense without requiring an advance for construction ernenrefundable-contribution-in-
aid-of-construction from customers or developers except in those unusual
circumstances where extensive plant additions are required before the customer can be
served. A written contract between the utility and the customer which requires an
advance for construction er-nenrefundable-contribution-in-aid-of-construction by the

customer to make plant additions shall be available for board inspection. Fhe-utility-

Item 6. Amend paragraph 20.3(13)"c" as follows:

c. Electrical line extensions. Where the customer will attach to the electrical line
extension within the agreed-upon attachment period after completion of the electrical
line extension:

(1) The utility shall finance and make the electrical line extension for a customer
without requiring an advance for construction ernenrefundable-contribution-in-aid-of-

construetion if the estimated construction costs to provide an electrical line extension



are less than or equal to three times the estimated base revenue calculated on the
basis of similarly situated customers. The utility may use a feasibility model, rather than
three times estimated base revenues, to determine what, if any, advance for
construction er-nenrefundable-contribution-in-aid-of-construction is required by the
customer. The utility shall file a summary explaining the inputs into the feasibility model
and a description of the model as part of the utility’s tariff. Whether or not the
construction of the electrical line extension would otherwise require a payment from the
customer, the utility shall charge the customer for actual permit fees and the permit fees
are not refundable.

(2) If the estimated construction cost to provide an electrical line extension is
greater than three times the estimated base revenue calculated on the basis of similarly
situated customers, the applicant for the electrical line extension shall contract with the
utility and make, no more than 30 days prior to commencement of construction, an

advance for construction equal to the estimated construction cost less three times the

estimated base revenue to be produced by the customer. Fhe-customermay-choose-to-

construetion: The utility may use a feasibility model to determine whether an advance
for construction er-nenrefundable-contribution-in-aid-of-construction is required. The
utility shall file a summary explaining the inputs into the feasibility model and a
description of the model as part of the utility’s tariff. A written contract between the
utility and the customer shall be available for board inspection upon request. Whether

or not the construction of the electrical line extension would otherwise require a



payment from the customer, the utility shall charge the customer for actual permit fees
and the permit fees are not refundable.

(3) Where the customer will not attach within the agreed-upon attachment period
after completion of the electrical line extension, the applicant for the electrical line
extension shall contract with the utility and make, no more than 30 days prior to the
commencement of construction, an advance for construction equal to the estimated
construction cost era-henrefundable-contribution-in-aid-of-construction. The utility may
use a feasibility model to determine the amount of the advance for construction e+
nonrefundable-contribution-in-aid-ef-construction. The utility shall file a summary
explaining the inputs into the feasibility model and a description of the model as part of
the utility’s tariff. A written contract between the utility and the customer shall be
available for board inspection upon request. Whether or not the construction of the
electrical line extension would otherwise require a payment from the customer, the utility
shall charge the customer for actual permit fees and the permit fees are not refundable.

(4) No change.

(5) Refunds. When the customer has-chosen is required to make an advance
for construction ratherthan-a-contributionin-aid-of-construction, the utility shall refund to
the depositor for a period of ten years from the date of the original advance a pro-rata
share for each service line attached to the distribution main extension. The pro-rata
refund shall be computed in the following manner:

1. No change.

2. No change.

3. No change.



(6) No change.
November 21, 2008

/s/ John R. Norris

John R. Norris
Chairman
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