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The Board

Diane Munns, Board Chair

Diane Munns was appointed to the Board in 1999 to fill aterm lasting through April 2003. Her
current term ends April 30, 2009.

Munns was elected to serve as Second Vice President, First Vice President, and President of the
National Association of Regulatory Utility Commissioners (NARUC) between 2004 and 2007.
She serves on the NARUC Finance and Technology Committee, Consumer Affairs Committee,
Committee on Electricity, Executive Committee, and Board of Directors. She also serves on the
Federal-State Joint Board on Separations and the Federal -State Joint Conference on Accounting
Issues, which work cooperatively with the Federal Communications Commission. Munnsisa
member of the Board of Directors of the National Regulatory Research Institute and chairsits
research committee. She also serves on the Advisory Council to the Board of Directors of the
Electric Power Research Institute, the lowa Energy Center Advisory Council, and the New
Mexico State University Center for Public Utilities Advisory Council.

Munnsreceived a B.A. from the University of lowaand her law degree from Drake University
Law School. Prior to her appointment to the Board, she was general counsel to the lowa Utilities
Board and served 15 years as aregulatory attorney for the agency.

Mark Lambert, Board Member

Governor Thomas J. Vilsack appointed Mark Lambert to the Utilities Board in July 2001 for a
term expiring on April 30, 2005.

The Newton native was the executive director of the lowa Environmental Council in 2000 and
2001. Beforethat, he was staff attorney for Planned Parenthood of Greater lowa between 1996
and 2000, was engaged in the private practice of law in 1996, worked for the State Public Policy
Group consulting firm from 1990-1996, and was the associate director of the lowa Civil

Liberties Union from 1985-1990. Lambert has alaw degree from the University of lowa College
of Law and a Bachelor of Arts Degreein Liberal Artsfrom the University of the State of New
York.

Lambert is amember of the National Association of Regulatory Utility Commissioners
(NARUC) and serves on the NARUC Energy Resources and the Environment Committee. Heis
arepresentative to the Center for Global and Regiona Environmental Research advisory boards
of the University of lowa and the lowa Energy Center. Lambert also serves on the National
Wind Coordinating Committee and its Economic Development Working Group and
Transmission Working Group.
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The Board

Elliott Smith, Board Member

Governor Thomas J. Vilsack appointed Elliott Smith of Des Moines to the lowa Utilities Board
in January 2002 for aterm expiring on April 30, 2007.

Smith is active with the National Association of Regulatory Utility Commissioners (NARUC) as
amember of its Telecommunications Committee and the Ad Hoc Committee on Critical
Infrastructure. He also represents NARUC on the North American Numbering Council and the
North American Billing and Collection Board of Directors. In addition, he serves on the lowa
Alliance for Advanced Telecommunications Services, the Governor’s Energy Coordinating
Council, and the Qwest Regional Oversight Committee.

Following graduation from law school Smith served as alaw clerk for the Chief Judge of the
U.S. Eighth Circuit Court of Appeals. He then worked as an associate attorney for two civil law
firmsin Chicago before returning to the state as the legidlative liaison and a policy planner for
the lowa Department of Economic Development. Smith is aformer vice president of
government relations for the lowa Association of Business and Industry. He also served asthe
president of the lowa Taxpayers Association prior to joining the Board. He received a Bachelor
of Business Administration degree from the University of lowawith adouble major in
management and industrial relations. He received his Juris Doctor degree from Vermont Law
School in South Royalton, Vermont.
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History of the lowa Utilities Board

The lowa Board of Railroad Commissioners,
one of the oldest agenciesin lowa state
government, was established in 1878, only
32 years after lowa became astate. The
three elected commissioners were charged
with the duty to regulate railroad passenger
and freight rates and operations. This
oversight of the network that transported
lowans and their products was critical to
pioneer farmers and businesses.

In 1911 the Legisature established the
Office of Commerce Counsel, one of the
nation’ s first public defender’ s offices,
within the Railroad Commission. With the
growing use of electricity, the Board was
authorized to regulate the location of electric
transmission linesin lowa. A rate
department was added at that time, followed
by statistics and engineering departments a
short time later. The agency began licensing
grain warehouses in lowain 1921 and was
authorized to regulate passenger and freight
rates for intrastate motor truck transportation
in 1923. Authority to regulate natural gas
pipeline construction was granted in the
early 1930s. Because of its expanded
authority, the agency was renamed the lowa
State Commerce Commission (ISCC) in
1937.

After World War 11 ended, sentiment grew
for centralized regulation of public utilities.
The governing bodies of the cities and towns
had jurisdiction over electric and gas rates
and services. The major investor-owned
electric and gas companies had to deal
individually with more than 200 town and
city councilsfor each rate change. There
was no provision for the regulation of
communication services at either the state or
municipal level. By 1953, lowa was one of
only two states that lacked a public utility

commission. In 1963, the lowa Legislature
added the regulation of the rates and service
of public utility companiesto the
Commission’ s responsibilities. Alsoin

1963, the commission terms were extended
from two yearsto six years and the positions
became appointed rather than elected.

This additional responsibility over 923
regulated public utilities (702 telephone
companies) grew quickly and began to
overshadow the Commission’s other duties.
In 1975, the industry passed the $1 billion
threshold in intrastate operating revenues.
Regulation of motor and rail transportation
was transferred in that year to the lowa
Department of Transportation. Exclusive
service areas for eectric utilities were
initiated in 1976, as well as authority to
issue certificates of public convenience, use,
and necessity for constructing electric
generating facilities.

Asthe price of energy rose in the late 1970s,
conservation and alternative sources of
energy became important issues. 1n 1980,
the Commission was authorized to engage in
several energy-saving strategies and pilot
projects.

After the Legislature adjourned in 1981,
only five telephone companies remained
under rate regulation. Those with fewer
than 15,000 customers were required only to
meet the agency’ s service standards.

In 1983 the nation’ s first telephone
deregulation statute was included in an
omnibus utility reform bill that also replaced
the Office of Commerce Counsel. A state
Office of Consumer Advocate was
established to represent the public interest in
rate cases and the Office of General Counsel
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was created to provide legal support to the
Commission.

State government reorganization in 1986
renamed the lowa State Commerce
Commission and included the agency in an
umbrellaregulatory agency, the Department
of Commerce. The new name, lowa
Utilities Board, reflected the absence of the
grain warehouse function that was
transferred to the Department of Agriculture.
Also that year, rate regulation ended for
rural electric cooperatives and service
regulation of municipal utilities was
severely limited. The Office of Consumer
Advocate was made a division of the
Department of Justice.

In 1989 the |egislature abolished the practice
of shared technical staff by the Utilities
Board and Consumer Advocate. Staff
positions were transferred to Consumer
Advocate when this occurred. The Board
was al so given authority to oversee mergers
and acquisitions of utility companies. The
1990 General Assembly, at the Board's
urging, gave the Board authority to oversee
gas and electric utilities' energy efficiency
activity.

The 1980s saw the beginning of a move
away from regulation in the gas and electric
industries. In the mid-1980s the Federal
Energy Regulatory Commission (FERC)
began opening interstate natural gas
pipelines to competitive gas suppliers.
Congress fully deregulated sales of natural
gas, but the interstate transportation of
natural gas was still regulated by FERC. As
aresult, gas could be obtained competitively
at hundreds of delivery pointsin lowa.
Industrial customersin lowa have been
purchasing gas in the open competitive
market and transporting it through their local
utilities' facilitiesto their plant locations
since the late 1980s. Certain barriers,

however, prohibited small volume
customers from participating in the
competitive market. In 1997, the Board
adopted new rules that required the gas
utilities to propose comprehensive plans or
tariffs to provide access for small volume
customers. In 1999, workshops were held to
devel op consensus recommendations on
consumer protections, market accessibility,
and system reliability. In August 2000, the
Board required each rate-regulated natural
gas utility to file draft tariffs to implement
transportation to small volume end-users.

In April 2001, the Board implemented new
rules establishing the criteriafor
certification of competitive natural gas
providers. The rulesallowed certified
competitive natural gas providers to pool
transportation service to lowa small-volume
business and residential customers for the
first time. A competitive natural gas
provider or aggregator had to reasonably
demonstrate managerial, technical, and
financial capability sufficient to obtain and
deliver the servicesit proposed to offer.
Competitive natural gas providers served
large industrial customersin lowa
previously for many years with requirements
of large-volume transportation tariffs.
Those large-volume competitive natural gas
providers that continued providing service
became certified under the new rules.

The electric industry was also changing.
The federal Energy Policy Act of 1992
(EPACT) permitted independent power
producers (1PPs) to enter the wholesale
power market where they could sell electric
capacity and energy to utilities at

unregul ated market rates. EPACT also
authorized the Federal Energy Regulatory
Commission (FERC) to require electric
utilities to open their transmission systems
for wholesale transactions. The apparent
success of competition in the wholesale
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electric market led to growing pressure to
allow retail competition aswell. 1n 1995,
the Board began formal study of thisissue
with an inquiry into emerging competition in
the electric industry. 1n 1998, 1999, and
2000, electric competition proposals were
considered but not passed by the legislature.
In September 2000, the Governor announced
the formation of atask forceto take a
comprehensive look at lowa s energy needs.
Also in 2000, the Board initiated an inquiry
into electric delivery reliability and an
investigation into generation resource
planning. That inquiry continued in 2001.

In December 2001, the IUB released a report
entitled “ Report on Electric Delivery
Reliability Inquiry, A Staff Analysis, Docket
No. NOI-00-4.”

In 2001 the Legislature adopted House File
577 to attract the development of electric
power generating and transmission facilities
in the state. The new legidation streamlined
the statutory generation siting requirements
and allowed advance ratemaking principles
for the construction of certain generation
plants built by rate-regulated utilities. Upon
utility request, it required the Board to
establish ratemaking principles that will
apply when new plant costs are included in
electric rates. Utility companies were
previously required to wait until new plants
actually went on line before learning how
regulators would treat their investment.

Telephone price regulation was authorized
in 1995, along with laws encouraging the
development of local tel ephone competition.
The federal Telecommunications Act of
1996 opened the local telecommunications
market to competition and gave state
commissions the authority to determine
prices for the use of the telephone network.

With Executive Order Eight in 1999 the
Governor asked all state agenciesto review

their rules for need, clarity, intent and
statutory authority, cost, and fairness. In
February 2000, the Board issued its plan for
regulatory review. After receipt of public
comments, staff teams devel oped
recommended changes to the Board's rules.
During 2001 the Board submitted its
recommended rules changes to the Governor
in its Assessment Report.

In 2002 the Board was given discretion to
reduce the filing requirements for petitions
for extension of electric franchises after the
legislature approved House File 2341. The
legislation should streamline extension
proceedings. Also in 2002 the passage of
Senate File 2051 established a state
Interagency Missouri River Authority
responsible for representing lowa interests
regarding membership in the Missouri River
Basin Association. The IlUB was named a
member agency. The interagency group is
charged with promoting the management of
the Missouri River in amanner that does not
negatively impact landowners along the
river or the state’s economy. The legidation
provides that the interagency authority must
reach consensus between all state
departments that are members (Departments
of Agriculture, Natural Resources,
Transportation, and Economic Devel opment
and the IUB) to approve or disapprove a
substantive proposal or action.

In 2003 the IUB became a founding member
of the Organization of MISO States (OMYS).
The OMS is anon-profit, self-governing
organization of representatives from each
state with regulatory jurisdiction over
entities participating in the Midwest
Independent Transmission System Operator,
Inc. (MI1SO), aregional transmission
organization (RTO) as defined by the FERC.
The purpose of the OM S isto coordinate
regulatory oversight among the states,
including recommendations to M1SO, the
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MISO Board of Directors, the FERC, other
relevant government entities, and state
COMMISsions as appropriate.
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Jurisdiction and Regulatory Authority of the lowa Utilities Board

The Utilities Board's authority is stated in summary form in lowa Code 88 476.1 and 474.9.
The Board regulates the rates and services of electric, natural gas, communications, and
water utilities and generally supervises al pipelines and the transmission, sale, and
distribution of electrical current.

The Board regulates the rates and services of two investor-owned electric companies,
MidAmerican Energy Company and Alliant Energy. Together these companies serve more than
1 million electric customers. There are 139 municipal electric utilities that are regulated only in
matters specified by statute. Rural electric cooperatives (RECs) are regulated for service and
have the option of choosing to be regulated for rates. Linn County REC isthe only REC out of
47 that has opted to have the Board set itsrates. The legislature in 2001 passed House File 577,
which encouraged the development of generation and transmission within the state by changing
the statutory generation siting requirements and by allowing defined generation facilities to
receive a binding Board determination of the regulatory principles that will apply to the plant
throughout itslife.

The Board has general jurisdiction over gas utilities furnishing natural gas by piped distribution
under Chapter 476, but does not regulate propane gas. The Board regul ates the rates and services
of four investor-owned gas utilities:. MidAmerican Energy Company, AquilaInc. (f/k/a Peoples
Natural Gas Company), Interstate Power and Light Company, and Atmos Energy Corporation.
The Board also regulates certain areas of gas service provided by municipa utilities. Gas
utilities having fewer than 2,000 customers are subject to separate rate and service regul atory
provisions under lowa Code § 476.1C.

The Board has general regulatory authority over two-way, landline telecommunications under
Chapter 476. It does not regulate cellular service or cabletelevision service. The Board
regulates the rates and service of local exchange carriers that serve more than 15,000 customers:
Qwest Corporation, lowa Telecommunications Services, Inc., and Frontier Communications of
lowa, Inc. It regulates only the service, and not the rates, of the remainder of both independent
and competitive local service providers. Nearly all long distance service has been deregul ated
because it is subject to effective competition. In addition, under lowa Code chapter 476 and 47
U.S.C. § 252 of the federal Telecommunications Act of 1996, the Board has authority to resolve
inter-utility disputes between competitors.

The Board also regul ates the rates and service of one investor-owned water utility, lowa
American Water Company. The company serves over 54,000 water customersin its Davenport
and Clinton districts. The Board does not regulate waterworks having less than 2,000 customers
or municipally owned waterworks.

Also included in the Board' sjurisdiction is certification of electric power generators (476A),
granting a franchise for electric transmission lines (478), supervision of the transportation or
transmission of a solid, liquid, or gas, except water, through intrastate pipelines (479), the
authority to implement certain controls over the transportation of natural gas through interstate
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pipelines to protect landowners and tenants from environmental or economic damages (479A),
and the authority to implement certain controls over hazardous liquid pipelines to protect
landowners and tenants from environmental or economic damages (479B).

In addition to rate making and service regulation, the Board has the authority to resolve
complaints, enforce safety and engineering standards, approve plans for energy efficiency
programs, approve plans for recovery of the costs to control emissions from generating facilities,
oversee affiliate transactions, and review proposals for reorganization.

Under chapter 477C, the Board administers a dual party relay service to alow communication-
impaired personsto use the telephone. It also administers an equipment distribution program to
provide telecommunications devices for the deaf to eligible persons.

Vision Statement

The lowa Utilities Board will continue to be a nationally recognized leader in utilities regulation
to assure:

Consumers receive the best value in utility services.

Utilities receive an opportunity to earn afair return on their investment in regulated
services.

Services are provided in a safe, reliable, and environmentally conscious manner.
Economic growth is supported by ensuring utility services adequate to meet new
customer demand.

Consumers have access to the information they need to make informed choices about
thelr utility services.

Competitive markets devel op where effective.

All market participants receive fair treatment.

Mission Statement

The lowa Utilities Board regulates utilities to ensure that reasonably priced, reliable, and safe
utility services are available to all lowans, supporting economic growth and opportunity.
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Executive Secretary

Judi K. Cooper, Executive Secretary

Judi K. Cooper was named executive secretary to the lowa Utilities Board in August 2001,
after serving as the acting executive secretary since January 2001. She was previously the
first lTUB deputy executive secretary, a position created in the internal reorganization of the
agency in the spring of 1998. Cooper joined the ITUB in July 1982 and worked as an analyst in
the Electric Rates Section until her appointment as deputy executive secretary. She holdsa
bachelor of business administration degree in accounting from Iowa State University. Sheisa
member of the NARUC Staff Subcommittee on Executive Management and has served on the
NARUC Staff Subcommittee on Accounting and Finance.

Appointed by the Utilities Board under lowa Code Chapter 474, the executive secretary oversees
the operation of the agency and assists the Board in assuring that the work of the agency is
completed efficiently and effectively.

The executive secretary is the custodian of the Board seal and al Board records. The executive
secretary, deputy executive secretary, or secretary's designee is responsible for attesting to the
signatures of the Board members and placing the seal on original Board orders. The secretary or
the secretary's designee is also responsible for certifying officia copies of Board documents.
Other responsihilities of this office include establishing procedures for the examination of Board
records by the general public pursuant to the provisions of lowa Code § 22.11 and providing for
the enforcement of those procedures.

The executive secretary is responsible for preparing the agency budget and ensuring that

essential administrative businessis carried out. Additiona duties include supervising the records
and information center staff. The records and information center receives and maintains all
filings made with the Board, provides access to Board files for those who wish to review them,
processes requests for copies, and ensures that orders are served on parties to adocket. The
records and information center also ensures that periodicals and pertinent information is
distributed to the Board and staff and maintained in the information center.
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Record Center Filingsin 2003

Alternate Energy Production 2
Competitive Long Distance 1
Complaints 281
Declaratory Rulings 6
Electric Delivery Reliability 44
Electric Energy Adjustments 24
Electric Franchises 50
Emission Plans and Budgets 1

Energy Efficiency Plans

Forma Complaints 64
Investigations 3
Negotiated Interconnection Agreements 39
Notices of Inquiry 5
Pipeline Permits 7
Purchased Gas Adjustments 57
Rate Notifications 4
Gas and Electric 3
Telephone 1
Water 0
Rate Proceedings 1
Refund Plans 9
Gas and Electric 9
Telephone 0
Rule Makings 17
Service Proceedings 18
Tariff Revisions 562
Gas and Electric 74
Telephone 488
Water 0
Telephone Certificate Proceedings 19
Waiver Requests 76
Total 1,294
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General Counsdl

David Lynch, General Counsel

David Lynch was named general counsel in December 2002. He has been an attorney for the
agency from 1983-87 and most recently since 1998. Heisa 1983 graduate of the University of
lowa College of Law. Heisa member of the NARUC Staff Subcommittee on Law, Chair of
the National Regulatory Research I nstitute’' s Research Advisory Committee, and State Staff
Chair of the Federal-State Joint Board on Separations.

The Office of General Counsel was created July 1, 1983, to serve as legal advisor to and attorney
for the lowa Utilities Board. General Counsel provides legal advice and formal legal opinionsto
the Board on matters arising under the lowa Code and the Board's administrative rules.

Attorneys draft Board decisions, orders, and rules. General Counsel also provides legal advice to
the Board's staff. It represents the Board before state and federal courtsin proceedings that
challenge the Board's implementation of state and federal law.

2003 Highlights

See Court Cases section of the 2003 Annual Report, Page 132.
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Customer Service

Chuck Sedl, Manager

Chuck Sedl joined the agency in 1998 as manager of the Customer Service Section, serves as
the chief public information officer for the Board, and also serves asthe Board liaison for
Homeland Security and Emergency Management. Heisa member and officer of the NARUC
Staff Subcommittee on Consumer Affairs. His professional background includes 16 years
with a Midwest energy utility serving in various capacities, including director of customer
service and director of public relations. Seel was a founding member and served five years on
the Communications Advisory Committee for the Electric Power Research Institute. He hasa
B.A. in mass communications from Kansas State University and has earned the APR
professional certification from the Public Relations Society of America.

2003 Highlights

e Customer Service analysts responded to more than 10,000 customer contacts,
approximately 5,500 of which were concerns about utility services or practices.

» Customer Service staff conducted education and training meetings with staff of various
utilities on topics related to energy service, low-income assistance, winter disconnection
moratorium, and telephone service.

» Customer Service staff initiated Docket No. NOI-03-3 to examine level-payment-plan
activities of the rate-regulated utilities. Based on initial data gathering and analysisthis
inquiry will continue into 2004.

» Customer Service staff implemented a 24-hour, 7-day per week duty officer plan for the
IUB to provide an emergency communications link between energy and
telecommunications utilities and the state Homeland Security Emergency Management

agency.
Summary

In 2003 the number of “wrong number” calls received held steady. More than 4,000 calls were
received where the caller actually wanted their utility, but found the IUB number first and called
the [lUB. Customer Service staff has worked with utilities to seek aremedy to this problem.

In 2003 staff continued to notice a declining trend in customer complaints and contact activity
that began in fall 2001. There may be several contributing factors to the decline: fewer
slamming and cramming complaints, fewer customer complaints against the state’'s two largest
telephone carriers, and possibly a change in the public attitude following September 11, 2001.

Staff began developing a plan to increase consumer awareness of the agency and consumer
education on critical issues. The plan should be implemented in 2004.
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Customer Service Year End Report - 2003 Contacts/I ssues

Contacts/Letters # of Issues
VERBALS 2003 2002 2001 2003 2002 2001
Gas 836 599 1,124 955 689 1,292
Electric 1,332 1,230 1,244 1,498 1,366 1,385
Water 88 89 60 96 95 60
Local
Telephone 1,080 1,724 1,436 1,151 1,846 1,587
Long
Distance 1,187 1,239 1,317 1,261 1,293 1,413
TOTAL
VERBALS 4,523 4,881 5,181 4,961 5,289 5,737
2003 2002 2001
C-FILES (Actual 281) (Actual 430) | (Actual 730) 2003 2002 2001
Gas 30 25 94 39 32 128
Electric 26 58 103 32 72 144
Water - 1 1 - 1 1
Local
Telephone 82 176 216 105 236 282
Long
Distance 209 352 560 233 393 606
TOTAL C-
FILES 347 612 974 409 734 1,161
2003 2002 2001
RC-FILES (Actual 181) (Actual 162) | (Actual 213) 2003 2002 2001
Gas 14 10 33 20 13 51
Electric 20 18 26 26 23 31
Water 3 - 0 4 - 0
Local
Telephone 60 64 70 78 79 79
Long
Distance 104 88 121 113 93 127
TOTAL RC-
FILES 201 180 250 241 208 288
2003 2002 2001
GC-FILES (Actual 425) (Actual 609) | (Actual 641) 2003 2002 2001
Gas 87 55 177 96 57 192
Electric 136 264 89 144 275 97
Water 13 48 5 15 49 5
Local
Telephone 94 155 280 102 158 289
Long
Distance 117 91 79 123 93 89
TOTAL GC-
FILES 447 613 630 480 632 672
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TOTAL ALL TYPES 2003 2002 2001 2003 2002 2001
Gas 967 689 1,428 1,110 791 1,663
Electric 1,514 1,570 1,462 1,700 1,736 1,657
Water 104 138 66 115 145 66
Local Telephone 1,316 2,119 2,002 1,436 2,319 2,237
Long Distance 1,617 1,770 2,077 1,730 1,872 2,235

SUBTOTAL 5,518 6,286 7,035 6,091 6,863 7,858
Misdialed Calls 4,708 4,434 NA NA
GRAND TOTAL 10,226 10,720 7,035 6,091 6,863 7,858

*NOTE: An individual complaint file may cover more than one utility type (for example, gas/electric
or local telephone/long distance telephone). If the complaints in the file cover more than one
utility type, the total number may be higher than the number of actual files established. The actual
number of written complaints is listed below the year. A GC-File may have complaints outside
IUB jurisdiction and be placed in a category type of other (for example, wireless), which is not

listed.

DISCLAIMER: A database reporting error in 2001 and 2002 resulted in some complaint types being
significantly understated. This error was corrected in 2003 and the totals for 2001 and 2002 have been
revised to reflect the actual number of contacts.
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Energy Section

John Harvey, Manager

John Harvey joined the agency in May 2000 as manager of the Energy Section. Prior to
joining the agency he had 20 years of experience in the utility industry, including a variety of
regulatory and operations positions. He serves on the NARUC Staff Subcommittee on
Electricity and on two Organization of MISO States (OMS) Working Groups. Market Rules
and Implementation Timelines and Congestion Management and FTR Allocation. Harvey
served as a naval intelligence officer from 1973-1980. He holdsa B.A. in history and political
science from Luther Collegein Decorah and a M.B.A. from Southern Illinois University at
Edwardsville.

2003 Highlights
Electricity

* The Board approved settlements covering two MidAmerican Energy Company requests
for ratemaking principles. The settlements were interrel ated.

* TheBoard approved a$26.1 million (3 percent) general increase in Interstate Power and
Light Company’ srates in Docket Nos. RPU-02-3 and RPU-02-8. The order also
provided for a narrowing of rate differences between Interstate’ s zonal rates.

» The Board disapproved, without prejudice, Interstate and MidAmerican applications for
reorganization in Docket Nos. SPU-02-21 and SPU-02-23.

» The Board participated in the formation of the OMS.

Natural Gas

* TheBoard approved a $13.3 million (4.8 percent) genera increasein Interstate’ sratesin
Docket No. RPU-02-7.

» TheBoard approved a $4.25 million (2.58 percent) general increase in Aquila Network’s
rates in Docket No. RPU-02-5.

» Natural gas commodity prices were at moderate levelsin January and February, but
spiked to very high levelsin March. Trends pointed to the potential for much higher
pricesin the winter of 2003-04 so the Board implemented several means to closely
monitor the natural gas price situation.

» The Board approved an Aquila Networks reorganization request.

* TheBoard intervened in Northern Natural Gas Company’ s gas pipeline case filed with
the Federal Energy Regulatory Commission.

Water
* No significant filings were made by jurisdictional water utilities.
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Advance Ratemaking Principles

House File 577 (HF 577) was passed during the 2001 legidlative session. It encouraged the
development of electric power generating and transmission facilities within the state. Inthe
2003 legidative session, House File 391 added alternate energy production facilities such as
wind projects to the list of eligible facilities for ratemaking principles. In 2003 the Board issued
its third and fourth ratemaking principles decisions under HF 577. The ratemaking principles
were granted (through approval of related settlements) for two generators proposed by
MidAmerican. The first settlement approval covered MidAmerican’s proposed 790-megawatt
coal-fired Council Bluffs Energy Center Unit 4 (Docket No. RPU-02-10). The other approval
covered MidAmerican’s proposed 310-megawatt wind park (Docket No. RPU-03-1). The
approved settlements also provided for an extension of the effective date for MidAmerican’s
revenue freeze, from the end of 2005 to the end of 2010. In September 2003, MidAmerican
commenced construction on Council Bluffs Energy Center Unit 4. Construction on the wind
park remained on hold, pending passage and signing of an extension of the federal production tax
credit applicable to such wind power resources. The ratemaking principles are binding for the
life of the facilities under lowa-jurisdictional regulation.

The ratemaking principles granted for Council Bluffs Unit 4 included the following issues: (1)
capital structure, cost of debt, and preferred securities; (2) other plant components; (3) cost
recovery of plant Allowance for Funds Used During Construction (AFUDC); (4) an inter-
relationship with the approval and construction of the 310-megawatt wind park; (5) recovery of
project cancellation costs (if any); (6) excess capacity; (7) capital cost recovery (up to acap); and
(8) cost of equity (12.29 percent).

The ratemaking principles granted for the wind park included the following issues. (1) capita
structure, cost of debt, and preferred securities; (2) other plant components; (3) cost recovery of
plant AFUDC,; (4) an inter-relationship with the approval and construction of Council Bluffs
Unit 4; (5) depreciable life (20 years); (6) excess capacity; (7) capital cost recovery (up to a cap);
and (8) cost of equity (12.20 percent).

Construction continued on the two combined cycle combustion turbines, for which the Board had
approved ratemaking principlesin 2002 (Docket Nos. RPU-01-9 and RPU-02-6). The Energy
Section led and hel ped staff the teams evaluating all applications, including managing the
ratemaking principles consulting contract for the cases.

I nter state Power and Light Company Electric Rate I ncrease Filing

Interstate filed a request for $82 million (9.6 percent) increase in rates (Docket No. RPU-02-3)
on March 29, 2002, and filed an application for approval of a class cost-of-service study, rate
design, and rate consolidation on July 31, 2002 (Docket No. RPU-02-8). Included with the
March 29 filing was a request for an interim rate increase of $22.4 million.

The most noteworthy and controversia issue considered in the case was whether or not to begin
the reduction of zonal rate disparities. Interstate has rate zones that match the service territory
boundaries of its predecessor companies: Interstate Power Company (IPC), IPC Zone; lowa
Electric Light and Power Company, Northern Zone; lowa Southern Utilities, Southern Zone; and
the electric transmission and distribution properties located in lowa that were formerly owned by
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Union Electric Company (now Ameren-UE), Southeast Zone. Zonal rate disparities were
considerable in some cases. Inits April 15, 2003, final order granting Interstate a $26.1 million
(3 percent) increase, the Board continued the process of zonal rate consolidation, but also gave
due consideration to the potential for rate shock to customers. The Energy Section led and
helped staff the Interstate rate case team.

TRANSLink Application

The Board issued an order disapproving, without prejudice, the reorganization applications of
Interstate and MidAmerican in Docket Nos. SPU-02-21 and SPU-02-23. The reorganization
requests had been filed with the intent of forming an independent electric transmission company,
known as TRANSLink. The Board did adopt a recommendation on the delineation of certain of
Interstate’ s electric utility facilities between transmission and local distribution classifications.

OMS Formation

The Board played aleading role in the formation of OM S and became a member of the Midwest
Independent Transmission System Operator (MISO) Advisory Committee. Participation in both
organizations allowed the Board to represent lowa s needs related to MISO’ srole as regiona
transmission organization and reliability coordinator for certain Midwestern electric transmission
systems, including those of Interstate.

Natural Gas Rate Increase Filings

The rate increase filings made in 2002 by Aquila and Interstate were completed in 2003. On
June 3 Aquilafiled arequest for a$9.3 million (5.8 percent) increase (Docket No. RPU-02-5).
On July 15 Interstate filed arequest for $18.6 million (7.2 percent) increase (Docket No. RPU-
02-7).

On February 18, 2003, the Board approved $4.25 million (2.58 percent) general increase in
Aquila srates. On May 15, 2003, the Board approved a $13.3 million (4.8 percent) general
increase in Interstate’ s rates.

The Energy Section led and helped staff both the Interstate and Aquila case teams.

Preparing For Potential Natural Gas Price Volatility

Continuing with a policy begun in 2001, Board staff (including Energy Section personnel) held
meetings with each of the rate-regulated natural gas utilities to discuss their plans to mitigate the
volatility of customer bills. Each of the four utilities adopted plans that used financial tools to
mitigate natural gas commodity price volatility. Two of the utilities continued the use of
volumetric (weather) hedging tools to mitigate customer bill volatility.

The Board initiated an inquiry into potential methods of managing natural gas customer bill
volatility in Docket No. NOI-03-5 and initiated a review of its purchased gas adjustment rulesin
Docket No. NOI-03-1. The Board aso issued a white paper, Natural Gas Bill Volatility, on
June 3, 2003, and updated it on September 2, 2003. In the white paper, the Board warned of the
potential for unusually high natural gas bills in the coming winter (November 2003- March
2004) due to increased volatility of natural gas prices and the potential for colder than normal
weather.
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Aquila Reorganization Request

In response to a reorgani zation request from Aquilathat it be allowed to pledge lowa natural gas
utility assetsin order to secure lower debt service costs for a needed line of credit, the Board
issued a decision that did not prohibit Aquilafrom taking such actions.

FERC Gas Pipeline Case

The Board intervened in Northern Natural Gas Company gas pipeline case filed with the Federal
Energy Regulatory Commission (FERC Docket No. RP03-398). This action allowed the Board
to represent the interests of its jurisdictional natural gas utilities and their customersin this
proceeding.
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Deputy Executive Secretary

Margaret Munson, Manager

Margaret Munson has served as deputy executive secretary, team leader of the information
technology cross-sectional team, and manager of the Accounting and Assessments Section
since August 2002. Beforejoining the management team in 1998, Munson served as a utility
analyst and the Local Area Network (LAN) administrator for the Board. Shejoined the lowa
Utilities Board staff in 1990 after teaching college business courses for ten years at various
institutions, including I owa State University (1SU) and the University of lowa. An |owa native
and a long-time Ames resident, Munson earned a B.S. in industrial administration (finance)
and an M.S. in industrial administrative sciences (business) from ISU and an M.A. in
business administration (finance) from the University of lowa. She holds an 1owa Certificate
of Public Accounting. Munson serves as a member of the NARUC Staff Subcommittee on

I nformation Services and the State of | owa Chief Information Officers Council.

2003 Highlights

= Staff streamlined many of its accounting practices.
= Theinformation technology team provided technology resources, training, support, and
tools to the agency.

Accounting and Assessments

Accounting and Assessments (accounting) staff provides billing and accounting services for the
Board, lowa Insurance Division, and the Office of Consumer Advocate. The accounting and
assessments staff calculates, bills, collects, and accounts for assessments of utility companies for
IUB services. It billsand collects funds for Dual Party Relay, the lowa Energy Center, and the
Global Warming Center. It processes and pays vouchers for Relay lowa s Equipment
Distribution Program. In 2003 many procedures were developed and modified to improve the
efficiency and accuracy of accounting processes. Accounting staff participated on advisory
groups for the new 1/3 state enterprise accounting system.

Information Technology Team

The information technology (1T) team provides technology resources, training, support, and tools
for the agency. The IT team is responsible for maintenance and support of the IUB's Local Area
Network (LAN), including network hardware and software, desktop hardware and software, and
user support. The IT team members provide strategic and tactical support for the agency's
present and future business processes and the team coordinates information technology processes
with enterprise and external systems. The IT team is responsible for devel oping, updating, and
maintaining the Board Web site and works collaboratively within the agency to develop Web site
content.
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Policy Development

Frank Bodine, Manager

Frank Bodinejoined the lowa Utilities Board in June of 2002 as the manager of the Policy
Development Section. Prior to that, he was a consultant, held various positions at the I llinois
Commerce Commission, was an energy analyst with the Illinois Department of Energy and
Natural Resources, and an economic analyst with the I nstitute for Energy Analysisin Oak
Ridge, Tennessee. Bodine has a bachelor’s degree in economics from Lincoln University, a
master’ s degree in economics from the University of Missouri, and a master’sdegree in
management from the University of Southern California.

2003 Highlights

» Surveyed the telecommunication providersin the state to determine the level of
competition for retail local voice servicein lowa.

* Reviewed ratemaking procedures.

* Reviewed the energy efficiency plans of investor-owned utilities.

* Reviewed the emission plans and budgets of the two investor owned electric utilities
in lowa.

» Prepared the report on the third assessment of broadband deployment in lowa.

» Worked extensively on issues related to the development of electricity markets.

*  Worked on two MidAmerican dockets that reviewed a coal-fired plant and wind farm.

» Compiled areport on electric production and consumption in lowa.

» Worked on MidAmerican Energy Company’s and Interstate Power and Light
Company’s proposal to form an independent transmission company, TRANSLink.

Telecommunications Competition Survey

Policy Development staff led the Board' s assessment of market competition for retail local voice
servicein lowa. On August 4, 2003, the Board sent the survey to approximately 280 companies
providing or having the potential to provide local telephone servicein lowa. A total of 239
telephone service providers, including 93 percent of the wireline carriers, responded.
Respondents included Qwest, lowa Telecom, Frontier, most of the smaller independent carriers,
most of the competitive local exchange carriers, and some of the wireless carriers. The results of
the survey were to be released in January of 2004.

Review of Ratemaking Procedures

In response to alegidative order for review of current ratemaking procedures, Policy
Development staff ed ateam assigned to assess a future test year proposal in Docket No. NOI-
03-02. The section also reviewed other alternatives such as changes in the interest rate on
refunds, pro forma changes to year-end data, and energy efficiency exemptions and was to send a
report to the legislature in January 2004.

Energy Efficiency Plans

Policy Development staff analyzed the new energy efficiency plans filed by the investor-owned
utilities. A hearing was held on March 4, 2003, on the proposed partial settlement and the
remaining contested issuesin Interstate’ s plan. The intervenors and companies were able to
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achieve complete settlements of all issues for the plans filed by MidAmerican, Atmos Energy,
and Aquila. The Board issued ordersin 2003 approving all of the plans. The Board' s orders for
each of the investor-owned utilities required increased funding for the low-income
weatherization programs and directed the utilities to file reports on enhancing the low-income
weatherization programs.

Emission Plans and Budgets

On April 1, 2002, Interstate and MidAmerican, the two investor-owned utilities owning and
operating coal-fired electric power plantsin lowa, filed emission plans and budgets for those
plants. Section staff assisted the Board-assigned Administrative Law Judge (ALJ) in reviewing
the emission plans. The ALJissued a proposed decision and order approving MidAmerican’'s
emissions plan and budget. The Board was also required to report to the lowa General Assembly
on the question of whether to recommend filing of emissions plans and budgets by municipal
utilities and rural electric cooperatives. The Board determined it has no rate-regul ation authority
over municipal utilities and rural electric cooperatives and no purpose would be served by
requiring them to file emissions plans and budgets.

High-Speed I nternet Access

Policy Development staff prepared athird report based on the assessment of broadband activities
inlowa. Surveyswere mailed to various communication companies in January 2003 to assess
current and projected access to high-speed Internet servicesin lowa. The report on the
assessment was entitled “ Assessing High-Speed Internet Accessin the State of lowa: Third
Assessment” and was released in May 2003. The third assessment is a continuation of the
assessments released in 2000 and 2002. All of the reports are available on the ITUB Web site,
www.state.ia.us/iub.

Electricity Market Development

Policy Development staff and other Board staff participated in the development of energy
markets in the Midwest. Staff participated in conferences and committees dealing with issues
related to planning, resource adequacy, market monitoring and mitigation, pricing, and demand
response. Staff will continue to work with the Midwest Independent Transmission System
Operator, the Organization of M1SO States, and the Federal Energy Regulatory Commission to
balance the interests of all market participants.

Generation In lowa

Policy Development staff participated in the review of two MidAmerican dockets requesting
ratemaking principles determination. One was a proposed wind generation project (Docket No.
RPU-03-1) and the other was a proposed coal-fired plant (Docket No. RPU-02-10). Policy
Development staff covered energy efficiency, revenue sharing, and equity return alowance
issues. Both dockets resulted in settlements. Policy Development staff also worked on Western
Minnesota Municipal Power Agency’s proposal to build a90 MW generating facility in
Audubon County and the Hawkeye Power Partners L.L.C. proposed expansion of its Cerro
Gordo County wind farm.
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Electric Report

Policy Development staff worked with lowa’ s investor-owned utilities, the Rural Electric
Cooperative Association, and the lowa Association of Municipal Utilities to produce the report
entitled “ Facts Concerning the Consumption and Production of Electric Power in lowa.” This
report is an update to the first study donein 2000. The report compiles numerous facts and data
concerning the consumption and production of electricity in lowaand is designed to be a
reference guide for awide variety of users. It was posted on the IUB Web site,
www.state.ia.us/iub.

Transmission Operation

Policy Development staff helped review the Interstate and MidAmerican reorganization
applications to transfer control of their electric transmission assets to the TRANSLink
Transmission Company L.L.C. On June 13, 2003, the Board issued an order disapproving,
without prejudice, the applications for reorganization and approving Interstate’ s proposed
transmission and local distribution electric line delineation.
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Safety and Engineering

Donald J. Stursma, M anager

Donald J. Stursma joined the agency in 1981 as principal gas and water engineer and was
later promoted to manager of the Safety and Engineering Section. Hereceived a degreein
civil engineering from lowa State University in 1974 and is a licensed professional engineer.
Heisamember and past chairman of the National Association of Pipeline Safety
Representatives (NAPSR) and serves on its Grant Allocation/Strategic Planning and Liaison
Committees. He has also served on several federal rulesreview committees. His other
member shipsinclude the NARUC Staff Subcommittee on Pipeline Safety, the American
Society of Civil Engineers, and the American Society of Mechanical Engineers B109
Committee and B31 Advisory Group. Heisan lowa native from the Leighton and Pella area.

2003 Highlights

* A $22,319 One-Call educational grant was obtained for the Attorney General.

» Fifty-nine el ectric franchise petitions were filed with the Board.

» The Board issued 20 new electric line franchises, four amendments to existing franchises,
and two temporary construction permits, and extended 13 expiring franchises.

* Permits were granted for two new gas pipelines and one existing gas pipeline.

» Thirty-five natural gas pipeline operators and 204 electric line operators were inspected
for compliance with safety standards.

The Safety and Engineering Section is responsible for the regulation of gas and electric service
providers and pipeline and electric transmission and distribution companies asit relates to safety,
construction, and operation and maintenance of facilities. The responsibilities of this section
include reviewing and processing all petitions for electric transmission line franchises under
lowa Code chapter 478 and for pipeline permits under lowa Code chapters 479 and 479B, and
conducting inspections of natural gas and electric utilities for compliance with safety standards.
It also acts as an interstate agent for the federal Department of Transportation in pipeline safety
matters.

Electric

Fifty-nine electric franchise proceedings (E-dockets) were initiated in 2003 pursuant to lowa
Code chapter 478. Of the 59 petitions filed, 20 were for new franchise, 8 were for amendment of
an existing franchise, and 31 were for franchise extension. Additionally, three proposed electric
line projects were assigned docket numbers, but did not progress beyond the informational
meeting stage by the end of 2003. A staff member presided over 13 informational meetings that
were held pursuant to lowa Code 8 478.2. As part of the franchise proceedings, 78 route and/or
safety inspections were also conducted.

In 2003, the Board issued 20 new electric franchises, four amendments to existing franchises, 13
extensions of expiring franchises, and two temporary construction permits. These include fina
actions taken on petitions filed in years preceding 2003. The beginning of 2003 had 41 petitions
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pending before the Board: 17 for new franchise or amendment and 24 for franchise extension.
The close of 2003 showed 64 pending petitions. 20 for new franchise or amendment and 44 for
extension.

In 2003, 204 utilities operating electric supply lines throughout lowa received avisit from the
Board's electric field inspectors. The inspectors reviewed records at 207 offices and conducted
575 safety code compliance inspections of electrical lines and facilities. These inspections were
also used to review the utilities compliance with the inspection and maintenance plans required
by 199 IAC 25.3.

Utilities filed accident reports with the Board pursuant to 199 IAC 25.5 on 12 electric contact
accidents. Three of those accidents resulted in fatalities. In addition, staff investigated and made
arecommendation on safety and service mattersin four citizen complaints to the Board.

The Engineering staff also made four presentations to groups of electric utility personnel. The
presentations included information on electric line routing and safety issues, regulatory changes,
and instruction on franchise petitions and exhibits.

Gas Pipeline

The Board took action on three dockets for natural gas pipeline permits filed in 2003 pursuant to
lowa Code chapter 479. Included were two petitions for new permits and one petition for a
permit for an existing pipeline.

One of the petitions for a new permit involved providing natural gas service to a cogeneration
facility in Keokuk. The other petition for a new permit concerned approximately 13 miles of
pipelinein Cerro Gordo County to transport gas to the Power lowa Energy Center. The third
petition for a permit was for an existing natural gas pipeline serving Muscatine for which a
permit was not previously requested or granted.

In 2003 as part of a certification agreement under Section 60105(a), Title 49, United States Code,
with the U.S. Department of Transportation, Office of Pipeline Safety, Engineering staff
inspected 35 intrastate natural gas operators for compliance with federal pipeline safety
standards. Thisinspection encompassed 53 percent of the intrastate pipeline operators under
federa pipelinejurisdictionin lowa. Intrastate pipeline operators are typically utilities, but the
term also includes pipelines owned by industrial end users. Engineering staff spent 347.9 person
dayson thisinspection. Five interstate pipeline operators were also inspected in 2003.
Engineering staff spent 26.5 days on those inspections.

The Board is reimbursed for up to 50 percent of the cost of its natural gas pipeline safety
inspection program through a grant from the U.S. Department of Transportation. The grant
amount requested for 2003 was $246,827. The Board received $209,190 in 2003 for the work
donein 2002 and $106,154.81 for work done in the first half of 2003.
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|owa One-Call Grants

The Board obtained a separate federal grant of $22,319 for use by the Attorney General to
provide education and training activities regarding lowa Code chapter 480, the lowa One-Call
law. Alsoin 2003, the Board received $98,843.12 of the $312,500 Damage Prevention Grant
awarded in 2001 for use by the lowa One Call organization. The purpose of the grant isto
enhance operations for community and industry partners with the existing One Call notification
system and provide a means for the state of lowato become more current with “Common
Ground” best practices.

2003 Statistics

Thirty-three accidents, incidents, or service outages were reported in 2003. Five were incidents
involving jurisdictional piping, thirteen were interruptions of service to customers, 13 were
courtesy callsinvolving incidents that were not reportable but were considered significant
enough by the operator to inform the Board, and two were non-jurisdictional incidents. Of the
33 reported, 11 of the accidents, incidents, or outages resulted from third-party damage.
Engineering staff investigated four of the incidents.

The Engineering staff also gave one presentation on safety and regulatory matters to the lowa
Association of Municipal Utilities. The section manager participated in conferences and on
national committees involving grant allocation/strategic planning, rules review, and pipeline
safety.
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Telecommunications

John Ridgway, M anager

John Ridgway joined the Board in July of 2000. He has spent over 35 yearsin the
telecommunications industry in awide variety of roles. He has previously worked at Qwest,

| owa Network Services, and Teleconnect. John isa member of the NARUC Staff
Subcommittee on Telecommunications. John was a member of the inaugural class of
Leadership USA and past chair of Leadership lowa. He holdsa B.S. in business management
from Upper owa University.

2003 Highlights

Certification of local exchange carriersincreased sightly.

Enrollment for Lifeline assistance continued to increase under new process.

IUB continued to monitor the efficient use of telephone numbering resources.

IUB initiated rule making regarding the filing of intrastate access service tariffs.

IUB initiated rule making concerning eligible telecommunications carrier designation for
wireless carriers.

» Federa Communications Commission re-certified Relay lowa service.

= |UB oversaw Relay lowa equipment distribution program.

= |UB investigated Qwest telephone deregulation request.

Competitive Local Exchange Carriers

Competitive local exchange carriers applied for and received 12 new certificates, bringing the
total number of certificated competitive local exchange carriersin lowato 84. This number has
been dlightly on the rise as the telecom industry continues to rebound from a previous decline.
The Board also undertook an effort to cancel or close any certificates issued to companies no
longer in business or not doing businessin lowa.

Municipal Telephone Utilities
There were no new applications from municipal telephone utilities. The approved total is 14
municipal telephone companies.

Lifeline Enrollment

In 2002, through a collaborative effort between the Board and the Department of Human Rights,
a new automatic enrollment process was established for the Lifeline low-income telephone
assistance program. Customers enrolling for LIHEAP gained the ability to enroll for Lifeline
simultaneously. If acustomer authorizes this and signs the LIHEAP form, their name and
telephone number is sent to their local carrier and they are identified as a qualified Lifeline
subscriber. Thelocal carrier places the customer on Lifeline with no further paper work being
required. At the end of 2001, lowa had 13,884 Lifeline subscribers. With this new processin
place, lowa finished 2002 with 23,549 Lifeline subscribers and had over 135,000 Lifeline
subscribers by the end of the third quarter of 2003.
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Efficient Use of Telephone Numbering Resour ces

Docket No. NOI-00-3

Telephone numbering resource usage in lowa has stabilized. None of lowa s five area codes are
currently in danger of exhausting, thus delaying the need for more new area codes. Thisisthe
result of three years of monitoring the use of numbering resources by the Board and staff.
Working with the Federal Communications Commisssion (FCC), staffers from other states, and
members of the telecommunications industry, Board staff continues to look at number
conservation efforts nationwide, the problems encountered, and the results 