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I 
A BILL FOR 

An Act r~lating to maximum rates which may be charged where 
bonds are sold by cities to construct utility plants. 

Be It Enacted by the General Assembly of the State of Iowa: 

1. Section 1. Section three hundred ninety-seven point four-

2: teen (397.14), Code 1962, is hereby amended by striking from 

1 lines three (3), four (4), five (5), six (6), and seven (7), the 

4 sentence "Such contract shall specify the maximum rate that may 

5 be charged the consumers, including the municipality, and the 

6 city shall not increase or fix any rate beyond such maximum." 

EXPLANATION OF HOUSE FILE 171 

This bill removes a requirement of the Code which demands that cities, at the time 
vf issuance of bonds for the construction of utility plants, set a maximum chargeable 
rate. Under the present law some insurance companies will not buy bonds which have 
a maximum imposed because laws of other states force insurance companies and like 
investors to purchase bonds in which rates are fixed so as to assure sufficient revenue 
or earnings to pay all operating costs and meet the principal and interest obligations. 
This rate may vary and an investor cannot at the outset be assured of an income which 
is sufficient when the maximum rate chargeable is frozen. 



HOUSE FILE 171 

1 Amend House File 171 as follows: 
2 1. Amend the title by striking everything after the word 
3 "relating" and inserting in lieu thereof the following: 
4 "to rates to be charged for products and services furnished by 
5 municipal utilities to support municipal revenue bonds or 
6 obligations." 
7 2. Amend by striking all of section 1 and inserting in lieu 
8 thereof the following: 
9 Section 1. Section three hundred ninety-seven point twelve 

10 (397.12), Code 1962, is hereby amended by striking from lines 
11 thirty-three (33), thirty-four (:34), thirty-five (:35) and thirty-
12 six (36) the words "and under no circumstances shall the city 
13 (or town) be in any manner liable by reason of the failure of the 
14 said net earnings to be sufficient for the payment hereof" and 
15 inserting in lieu thereof the words "but said city (or town) 
16 covenants it will fix such rates for the products and services 
17 furnished by and through said ... and will collect and account 
18 for income and revenues therefrom sufficient to pay the proper 
19 and reasonable expenses of operating and maintaining said ... 
20 and to promptly pay the principal of and interest on this bond and 
21 the series of which it is one as the same will become due". 
22 :3. Further amend House File 171 by inserting the following 
23 as a new section at the end of the bill. 
24 "Section three hundred ninety-seven point fourteen (397.14), 
25 Code 1962, is hereby amended by striking from lines three (:3) 
26 through ten (10) the words "Such contract shall specify the maximum 
27 rate that may be charged the consumers, including the municipality, 
28 and the city shall not increase or fix any rate beyond such maxi-
29 mum. Under no circumstances shall the city be in any manner 
30 liable by reason of the failure of the net earnings being suffi-
31 cient for the payments provided in the contract" and inserting 
32 in lieu thereof the following: 
33 "The city (or town) council (or board of trustees) shall 
34 establish, maintain and collect rates or charges for the products 
35 and services furnished by and through said municipal heating 
:36 plants, waterworks, gasworks or electric light or power plants 
37 and shall change and readjust the same whenever necessary so that 
:38 such rates or charges shall at all times produce revenues suffi-
39 cient to pay the proper and reasonable expenses of operation, 
40 repair and maintenance of the municipal utility and to pay in 
41 full the maturing installments of principal and interest on any 
42 outstanding revenue bonds or obligations of the city (or town) 
43 which by their terms ar:p1)paYabl from the net earnings of the 
44 utility". if II 
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