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S-1368.1

SENATE BI LL 5985

State of WAshi ngt on 55th Legislature 1997 Regul ar Sessi on

By Senators Finkbeiner, Brown, Hochstatter, Strannigan, Rossi and
Jacobsen

Read first tinme 02/25/97. Referred to Conmttee on Energy & Utilities.

AN ACT Rel ati ng to encour agi ng t he devel opnent of
tel ecommuni cations infrastructure in all areas of the state and
ensuring that teleconmunications services are available in rural and
hard-to-serve areas of the state by establishing a universal service
fund for tel ecommuni cations; addi ng new sections to chapter 80.36 RCW
and creating a new section.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEWSECTION. Sec. 1. The legislature finds that in a conpetitive
t el ecomuni cations i ndustry, tel ecomunicati ons conpanies will be | ess
inclined to invest in facilities to serve sparsely popul ated or hard-
to-serve areas of the state. The legislature further finds that in
order to secure for all consuners of the state the benefits of high
qual ity telecommunications service and evolving telecomunications
technology, it is necessary to create a universal service fund. The
purpose of this fund is to provide an incentive to tel ecommunications
carriers to build facilities to provide universal service as defined in
section 2 of this act and to serve sparsely popul ated and hard-to-serve
areas of the state while preserving to consuners in those areas the
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availability of telecomunications services at rates which are
conparable to rates in urban areas and are affordable.

NEW SECTI ON. Sec. 2. The definitions in this section apply
t hroughout sections 2 through 9 of this act unless the context clearly
requires otherw se.

(1) "Basic service" neans basic tel ecommuni cations service that
provi des access to the public swtched tel econmuni cati ons network wit h:
The ability to place and receive calls; single-party touch tone
service, including billing and setup and installation; access to
i nt erexchange carriers consistent with federal and state requirenents;
white page directory listing; access to emergency services; access to
directory assi stance and operator services; data transm ssion capacity
as allowed by currently depl oyed voice-grade circuits; and a m ni mum
calling area to neet basic custonmer service needs. The conmm ssion
shall reviewthe definition in this subsection every two years and may
adopt rules to expand the definition to include additional services.

(2) "Eligible tel ecomunications carriers"” mean incunbent |oca
exchange telecomunications conpanies as that term is used in the
federal tel ecommunications act of 1996 and such other facilities-based
| ocal exchange conpanies as my be designated by the conm ssion
consi st ent W th t he st andar ds cont ai ned in t he f eder al
t el ecommuni cations act of 1996 and this chapter.

(3) "Enbedded cost of service" mnmeans the cost of providing
uni versal service as determ ned by the historical costs and i nvest nent
of a conpany using accepted regul atory accounting practices.

(4) "End-user service" neans a tel ecommuni cations service offered
directly to a nenber of the consumng public, regardless of the
facilities used.

(5) "Facilities-based | ocal exchange conpany" means a
t el ecomruni cati ons conpany providing | ocal exchange service that at a
m ni mum provi des, through itself or an affiliate, substantially all of
its own switching facilities, a substantial majority of its
di stribution and custoner loop facilities, or substantially all of its
switching and distribution network with the exception of custoner |oop
plant, if it provides its own custoner |loop facilities where it is
economcally reasonable for it to do so.

(6) "Forward-I| ooking cost of service" neans a forward-1ooking | ong-
run increnental cost produced by the conpany’s cost study using a
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met hodol ogy consistent wth that prescribed by the federal
communi cations commssion in its rules inplenenting the federal
t el ecommuni cati ons act of 1996.

(7) "Retail revenues" nean all revenues from end-user services
originating or termnating in this state.

(8) "Tel ecomruni cations conpany” neans a telecomrunications
conpany, whether or not exenpt fromregul ati on under RCW80. 36. 370 (5)
or (6) or 80.66.010.

(9) "Universal service" neans the offering of basic service and the
construction and depl oynent of facilities to provide basic service.

NEW SECTI ON\. Sec. 3. The conmm ssion shall establish by rule a
uni ver sal service fund that 1is <consistent wth the federa
t el ecommuni cati ons act of 1996 and sections 2 through 8 of this act.
The comm ssion shall adopt detailed rules for admnistration of the
uni versal service fund and shall select the adm nistrator of the fund.
Under the rules adopted by the comm ssion, the adm nistrator shal
assess telecommunications conpanies providing telecomunications

service in Washington an anount that, in total, is sufficient to fund
the universal service fund. The assessnent nust be based on each
t el ecommuni cations conpany’s billed retail revenues. The rate of

assessnment nust be the sanme for all tel ecomruni cations conpanies. Al
t el ecomuni cati ons conpanies are subject to the commssion's rules
adopt ed under this chapter

NEW SECTION. Sec. 4. To be eligible to draw from the universa
service fund, a telecommunications conpany nust be a facilities-based
| ocal exchange conpany. An eligible telecomunicati ons conpany may
draw fromthe universal service fund only so nuch as is necessary for
the conmpany to provide universal service at the affordable rate
benchmar k establi shed by conm ssion rule.

NEW SECTION. Sec. 5. An eligible tel econmunications conpany that
is a rural tel ephone conpany under the federal teleconmunications act
of 1996 shall use enbedded cost of service to determ ne the cost of
uni versal service, but if a rural conpany is required to use forward-
| ooki ng cost of service as the exclusive neans to draw support fromthe
federal service fund, the rural conpany may use a forward-| ooki ng cost
of service for intrastate universal service fund purposes.
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NEW SECTI ON. Sec. 6. Except as provided in section 5 of this act,
the cost of providing universal service as defined is determ ned by
f orwar d-| ooki ng cost of service. Recei pt of wuniversal service fund
support under this section nust be targeted to those areas identified
as requiring support consistent with the nethodol ogy devel oped by the
federal communications conmm ssion for federal universal service fund
support.

NEW SECTION. Sec. 7. Universal service funds may not be used to
cross-subsidize conpetitive and nonregulated activities of a
t el ecommuni cati ons conpany.

NEW_ SECTI ON. Sec. 8. Except for acts or omssions of gross
negligence or intentional m sconduct, the admnistrator of the fund,
its board of directors, officers, enployees, and agents nust be
indemmified and held harmess by the tel ecomunications conpanies
paying into or drawi ng fromthe universal service fund for all acts or
om ssions in admnistering the universal service fund. Al costs of
adm ni stration, including but not limted to the purchase of insurance,
must be recovered from the fund and included in the charges to
t el ecommuni cati ons conpani es for the universal service fund.

NEW SECTION. Sec. 9. The comm ssion shall adopt and place into
effect the rules required to be adopted by the comm ssion under
sections 2 through 8 of this act by Decenber 31, 1997.

NEW SECTION. Sec. 10. Sections 2 through 9 of this act are each
added to chapter 80.36 RCW

--- END ---
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