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A BILL FOR 
1 An Act relating to the regulation of telecommunication 

2 services and providing a penalty. 

3 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IO\'/A; 
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S.r'. --~E.:. __ 

l Sectio~ l. NEW SSC~ION. 

2 SERVICE -- ~OCAL ~EASliRED SERVICE -- CCS': A~~I1CA~:o~ -- 3YPASS 

3 S!JRCHARGES. 

4 l. JEF~N:~IO~S. As ~sed 1n :~:s sec:io~: 

5 a. "Access (Cia! tc;.e) service" nea:-:s the ?:an:: or 

6 facilities connec:~ng a :elephone custo~e• to a lcca: exchange 

7 switch and incl~des t~e se:vice wi:e, subscr:ber lcop, and 

8 local nont:affic sensitive centra: office equip~en:. 

9 b. "Bypass" rr.ea~s a~y local or long cLs:ance :elephor.e 

10 service which originates or :errnirtates a: the p:e~ises of a 

11 loca: telephone subscr~ber and does not reach :ne p~e~ises 

12 through the use of a subscriber loop. 

13 2. PLAI~ OLD ~E:::..EPHONE SSRV:CE. The corr"-nissic!1 shal: 

14 establish rates and rate st:uctures for telephone co~pan1es 

15 which will preserve reasonably affc:dable flat rate serv1ce 

16 allowing fo: unli~1ted local exchange ca::ing for a single 

17 ~onthly fee as the standard phone service in :owa for both 

18 business and residential custo~ers. Flat rate service with 

19 unlimited local calling shall be described by the telephone 

20 company as the "plain old telephone service (POTS)" in all :.ts 

21 co~~unications with the p~blic and the co~~erce cowmission. 

22 Any other local calling service shall be descr:.bed as ar. 

23 ''optional'' service. 

24 3. ALLOCATION OF COS~ OF SERVICE. 

25 a. In deter~ining rates for telephone utilities, the costs 

26 of providing access (dial tone) service shall be allocated 

27 among all other services making use of the access (dial tone) 

28 service including, but r.ot l:mited to, toll and local exchange 

29 calling. 

30 b. Nontraffic-se~sitive costs shall be considerec comnon 

31 costs. 

32 c. The corrmon costs shall be allocated on the basis of a 

33 reasonable assessment of each class's respons!bility for the 

34 incurrence of those costs. 

35 d. There is a rebuttable presumption that local serv1ces, 
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l including local calli~g, account for not ~ore than fifty 

2 percent of the cost of the access (dial tone) service unless 

3 the corarr.issic:1 deterrr.ines by clear and convincing evidence 

4 that such an allocat1on of costs is unreasonable. 

5 4. LOCAL MEASURED SERVICE AND LIFELINE SERVICE. ~he 

6 cor.t-nission in its discretion may approve a telephone rate 

7 s:ructure which allows for a limited local measu~ed se~vice 

8 option provided that the rate structure for a local measured 

9 service option docs not :eopardize reasonably affordable flat 

10 rate service allowing for unlimited calling. A local measured 

ll service rate structure which is universally available within a 

12 given geographic area shall be designed so that local measured 

13 service customers cover the costs of the service in the same 

14 manner as flat rate customers and are not subsidized by rates 

15 charged to flat rate customers. The commission, in 

16 furtherance of the goal of universal service, may establish a 

17 means-tested lifeline service option which would only be 

18 available to those wilO qualify under :ncome guidelines 

19 established by the commission. 

20 5. R£?0RTING OF SERVICE OPTION SELECTIO~. Each telephone 

21 company which has in eEfect a limited local measured service 

22 option or a means-tested lifeline servlce option shall report 

23 to the commission in each request for a rate increase the 

24 number of customers, both business and residential, who have 

25 plain old telephone service and local measured service and 

26 shall state the number of customers who have switched or 

27 initiated a local measured service option in the last calendac 

28 year or from the time the data was last presented to the 

29 commission ir> a preceding rate case, whichever is longer. 

30 6. PRESU~PTION. In any action brought to review the 

31 reasonableness and lawfultless of a telephone rate structure 

32 approved by the commission, it shall be pcesumed that a rate ·e 33 or rate structure which results in less than two thirds of 

34 either the business or residential customers maintaining plain 

35 old telephone service is in violation of subsec:ion 2 which 
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l requires ~he co~~ission t8 estdb:ish a ~~te s::~c:~:·p wh~ct1 

2 will preserve reasonilb!y a[C~rdahle ~1a: rd:e s~~v:ce. T~is 

3 presumptiOJl ~ay oe overcc~1c by clea~ and co::v~~ci~q evidence 

4 that no reasonable al:erno:i~;e ra~e or ra~.e st: 1_,c:u:-e c;o;1ld be 

5 implernented w~1ich wo~ld ~a~n:ain :wo :hirds of but~ IJ~si.~ess 

6 and residerl:ial cus:o~ers as plain old :elep~o:~e serv:.ce 

7 customers. 

8 7. A~~!T!ONAL ALLOCATIO~ OF COSTS. A local excha~ge 

9 carrier shal! no: i~cl~de i11 i:s ra:es any charge to te:ephone 

10 subscribers to recover cos:s of :he access (dial to~e) 

ll service, un:ess such cos:s have bee~ allocated to local 

12 services under subsection 3. Costs of access (dia: tone) 

13 service in excess c: these allocated to ~oca~ services shall 

14 be recovered by ~ocal excha~ge carriers t~rough access charges 

15 to be paid by long distance carriers. Access charges paid by 

16 long distance carriers shall be at a level sufficient to 

17 preserve reasonably affordable plain old telephone service. 

18 I~ a single utility provides both local exchange and long 

19 distance service, the utility may include in its rates a 

20 charge to telephone customers to recover the costs of access 

21 (dial tone) service not aLocated to local service, provided 

22 that such a cr. a rge :.s not :.ncluded i r. the rate :cr any local 

23 service. 

24 8. SURCHARGE FOR BYPASS. If the co~~ission deter~ines 

25 that use of bypass by businesses constitutes a threat to the 

26 continued availability of reasonably affordable plain old 

27 telephone service, the co~~ission may order that a surcharge, 

28 payable to the local exchange ut1lity, be levied on those 

29 bus1ness customers engaging in bypass. The surcharge shall be 

30 in an amo~nt sufficient to preserve reasonably affordable 

31 plain old telephone service. Failure of the bypassing party 

32 to pay the surcharge shall be considered grounds ~or dis-

33 connection of local exchange telephone service. Any business 

34 which engages in bypass shall report the bypass to the :ocal 

35 exchange utility, including :he origin a~d destina:io:: of the 
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I. 
bypassin<) cor.nunicZlticns and :he :ni.r.~t.es ::;: use .:.nvo.!.ved. 

2 u 
~ . -:·he c0:r.rr.issio;. :.!nde~ tr.is sect!or. has 

. . . . . 
ca~. w~tc~ cr:g:na:es a:~c ~erminates 

4 Iowa eve~ i~ t~e cdll ~s tra~SGltted thro~gh an interstate 

5 nerwork, and the co2m:ss:~n also has j~risdiction over any 

6 carrier whic~ originates ctnd :er~~~ates ca:ls i~ Iowa. 

l 0 . A person who fails to report that a h~siness 

8 lS e~gaqed i~ bypass as rec1ui~ed under subsection 8 is guilty 

9 of a sinple ~~sde~eancr. 

10 EXPLANATION 

ll Thl.s bill requires the Iowa state commerce corr.mission to 

12 estdblish ~ates and rate s~ructures for telephone companies 

n whlch .:ncc:uce a flat rate serv:ce with unlimiced local calling 

~he bill allows the 

15 CCi:UT~e:-ce ccrr::r.ission to approve a rate structure whic~ includes 

16 local ~eascred service as a~ option, but the rate of the 

17 optional service is to be set so that the costs of the service 

18 are not subsidized by rates charged to flat rate customers. 

19 Tile coc.:cission is also alloweo to approve a rate which 

20 provides a :~fe!:ne servtce option for those who qualify under 

2.i t!'co:cP guice:ines established by the corur.ission. 

2~ 'rhe bi:l provides that in any court action to review the 

23 reaso~able:1ess ar1d :awfulness oE a telephone rate structure 

24 approved oy the comr.,ission, there is a rebuttable presumption 

25 thar it a rate or rate structure results in having less than 

26 t~o ~hirds of either the busi~ess or residential customers 

21 maintai~ plairl old telephone service that the rate is in 

·28 v~ola~ion of the standard which is to preserve a reasonably 

29 df:ordable ~lat ~ate service. The presumption can be overcome 

30 tt1rough clear a~d co~vincing evidence that no reasonable 

31 al~ernative rate or rate structure could be implemented which 

32 would ma1:1tain two third~ o~ the customers as plain old -33 34 

tPlephone serv~ce customers. 

ThP bill also allows 7.he commerce corr.-nission to establish a 

35 surcharge to be levied on businesses which are engaged irl 
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1 bypass if the commission finds that bypass has become a 

2 significant threat to the maintenance of :easonabiy affordab!e 

3 plaln old telephone service. Businesses who engage in bypass 

4 of teleco~~unication services are required to report :o the 

5 commerce commission and persons who fail to report are guilty 

6 of a simple misdemeanor. 

7 The bill creates new section 476.61. 
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