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ENGROSSED SUBSTI TUTE SENATE BI LL 5811

St ate of WAshi ngt on 56th Legislature 1999 Regul ar Sessi on

By Senate Commttee on Energy, Technology & Tel econmunications
(originally sponsored by Senators Brown, Prentice and Kohl -Wel |l es)

Read first tinme 03/03/99.

AN ACT Relating to the inplenentation of the federal
t el ecommuni cations act of 1996; anmending RCW 80.36.610; adding new
sections to chapter 80.36 RCW creating a new section; prescribing
penal ti es; and repealing RCW 80. 36. 600.

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

NEW SECTI ON. Sec. 1. The legislature finds that pursuant to
section 1, chapter 337, Laws of 1998, the utilities and transportation
conmi ssi on has prepared a plan to inplenent a programfor preservation
and advancenent of universal teleconmmunications service and has
submtted a report describing that plan to the |l egislature as required.

NEW SECTION.  Sec. 2. Universal telephone service, which is the
w de avail ability of basic tel ephone service at reasonably affordable
rates, has long been the policy of the state of Washington and is
essential to the economc well-being of the state. In order to conply
with the 1996 federal telecomunications act, the state nust nodify its
uni versal service program so as to neet the twin goals, under the
federal act, of conpetition and reasonable rates for basic phone
servi ce. In making the transition to a nore conpetitive
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t el ecomuni cations market, the legislature intends to mnimze the
shifting of costs anobng classes of custoners, so that no class of
custoners bears a disproportionately adverse change in its share of
uni versal service costs.

NEWSECTION. Sec. 3. (1) The comm ssion shall inplenent a program
for the preservation and advancenent of universal telecommunications
service that is consistent wth the requirenents of the federal
t el ecomuni cations act of 1996 (47 U S.C. Sec. 254).

(2) The purposes of the program are to:

(a) Benefit all teleconmmunications ratepayers in the state by
ensuring that there exists a nodern tel ecommuni cati ons network to which
all citizens and busi nesses have reasonabl e access;

(b) Provide specific, sufficient, conpetitively neutral, and
technol ogi cally neutral support for all telecomrunications |ines used
to provide basic telecomunications services for custoners of
t el ecomruni cati ons conpanies in high-cost |ocations;

(c) Replace the existing systemof universal service provisioning,
that relies on inplicit subsidies for conpanies serving custoners in
hi gh-cost locations, wth a program that relies on explicit

contributions to a fund, transfers fromwhich will preserve and enhance
a ubi qui tous tel ecommuni cati ons network by ensuring rates and services
i n high-cost | ocations that are reasonably conparable to those i n other
areas; and

(d) Facilitate the devel opnment of conpetition in both urban and
rural areas of the state.

NEW SECTI O\ Sec. 4. The definitions in this section apply
t hr oughout sections 2 through 14 of this act unless the context clearly
requires otherw se.

(1) "Admnistrator" neans the admnistrator of the universa
servi ce fund desi gnated under section 6(5) of this act.

(2) "Benchmark" neans an anount per high-cost |ocation, determ ned
by the comm ssion by rule or order, above whi ch universal service funds
wi |l be available to support the provision of service in the high-cost
| ocati on.

(3) "End user t el ecomruni cati ons revenue" means t he
tel ecomruni cations carrier’s international, interstate, and intrastate
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revenue derived from Washi ngton end users for tel ecomrunications and
t el ecommuni cati ons servi ces.

(4) "Fund" neans the universal service fund created by section 6 of
this act.

(5) "High-cost |ocation" neans a place where the cost of providing
t el ecomruni cations services is greater than a benchmark establi shed by
t he comm ssi on.

(6) "Progranmt neans the wuniversal telecomunications service
programcreated in sections 2 through 14 of this act.

(7) "Telecommunications”" has the sanme neaning as that term is
defined in 47 U S. C. Sec. 154(43).

(8) "Tel econmuni cations carrier"” has the sane neaning as that term
is defined in 47 U.S.C. Sec. 154(44).

(9) "Tel econmuni cati ons services" has the sane neaning as that term
is defined in 47 U. S.C. Sec. 154(46).

NEW SECTION. Sec. 5. The conmm ssion shall inplenment the program
authorized by sections 2 through 14 of this act to support the
foll ow ng basic tel ecommuni cations services:

(1) Single-party service;

(2) Voice grade access to the public sw tched network;

(3) Support for |ocal usage;

(4) Dual tone nultifrequency signaling (touch-tone);

(5) Access to energency services (E-911);

(6) Access to operator services;

(7) Access to interexchange services;

(8) Access to directory assistance; and

(9) Toll blocking services and toll limtation services at such
tinme as toll limtation is technically feasible.

NEW SECTION. Sec. 6. (1) The universal service fund is created.
Al receipts from contributions from tel ecommuni cations carriers as
provided in subsection (2) of this section, penalties inposed under
section 11 of this act, and other noneys authorized to be deposited in
the fund by |l aw or by order of any court with proper jurisdiction nust
be deposited into the fund. The fund shall be outside the state
treasury. An appropriation is not required for expenditures fromthe
f und.
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(2) The comm ssion shall establish by rule a specific, predictable,
and sufficient mechanismto provide support for the universal service
fund. Not earlier than July 1, 2000, every tel econmunications carrier
shall contribute to the fund on an equitable and nondiscrimnatory
basi s. The comm ssion shall establish each carrier’s contribution
annual |y by order based on each carrier’s proportionate share of total
end user tel ecomunications revenue.

(3) A carrier’s contribution to the fund shall not exceed three
percent of its gross end-user telecomunications revenue. If three
percent of total end-user tel ecomruni cations revenue of all carriersis
insufficient to fund the universal programat the comm ssion determ ned
| evel of support, the commssion shall adjust the benchmark, or
benchmar ks, upward.

(4) Any carrier that discloses on its custoners’ bills the effect
of its contributionto the fund shall al so disclose the effect, whether
direct or indirect, on custoners’ bills of reductions in rates by
eligibletelecomunications carriers to offset the additional universal
servi ce support.

(5 The fund shall be admnistered by a fund admnistrator
desi gnated by the comm ssion through a conpetitive bid process and is
subject to the guidance and direction of the conmm ssion. The

comm ssion shall establish and approve t he budget for the adm ni strator
and the adm ni strative expenses shall be paid out of the fund when such
expenses have been approved by the comm ssion. The adm nistrator my
establish an account or accounts in one or nore independent financi al
institutions. Mneys in the state universal service fund shall be used
only to fund the uni versal service support determ ned by the comm ssion
to be necessary to ensure that affordable basic tel ecomrunications
service is available in high-cost |ocations in the state, and to pay
the costs of admnistration of the state universal service program

NEW SECTI ON. Sec. 7. The comm ssion shall desi gnat e
tel ecommuni cations carriers that are eligible to receive support for
their provision of service in high-cost |ocations and establish
criteria for making such designations. |In making such designations,
the comm ssion may require the carriers to serve all persons requesting
service within the geographic area for which designation is made.
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NEW SECTI O\ Sec. 8. (1) Not earlier than July 1, 2000, the
comm ssion shall provide support for eligible telecomunications
carriers serving high-cost |ocations. In determ ning the anount of
support required by eligible carriers, the comm ssion shall take into
consi deration any noneys received by those carriers from any federal
uni versal service support program

(2) The conm ssion shall establish by rule: (a) The criteria and
method for making distributions from the fund to eligible
t el ecomuni cations carriers serving high-cost |ocations; and (b) the
met hod for establishing benchmarks.

(3) The comm ssion shall periodically audit, or contract for an
audit of, teleconmunications carriers that receive support under this
section to ensure that they are using that support only for the
pur poses of the program

NEWSECTION. Sec. 9. In establishing the program the conm ssion
shal | adopt rules that include the follow ng:

(1) Provisions for the operation of the universal service fund
created by section 6 of this act;

(2) Criteria for the selection of an independent third party
adm ni strator of the fund; and

(3) Reporting requirenents for tel ecomunications carriers.

NEW SECTI ON. Sec. 10. The conmm ssion shall coordinate
adm nistration of the program with any federal universal service
program and may adm nister the federal fund in conjunction with the
state programif so authorized by federal |aw

NEW SECTI O\ Sec. 11. (1) The admi nistrator of the fund may
request, and each tel ecomuni cations carrier shall provide, information
the commssion or the admnistrator deens necessary for the
i npl enentati on and operation of the program

(2) Any person may submt information under RCW 80. 04.095 and the
adm ni strator shall treat such information according to the ternms of
RCW 80. 04. 095.

NEW SECTI ON. Sec. 12. (1) In addition to any other penalties
prescribed by law, the comm ssion nmay inpose penalties for delays in
maki ng the required reports or contributions under the program The
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penal ti es shall be cal cul ated as a percentage of the carrier’s required
contribution for the previous cal endar year.

(2) Any penalties inposed by the comm ssion under this section or
i nposed for violation of rules adopted under sections 2 through 14 of
this act or RCW 80.36.610 shall be payable to the universal service
fund created by section 6 of this act.

(3) In addition to any penalties inposed under this section, the
adm ni strator may w t hhol d paynents to any eligible tel ecommuni cations
carrier that fails to submt information required to be subm tted under
sections 2 through 14 of this act.

NEW SECTI ON\. Sec. 13. The conmm ssion nay delegate to the
conmi ssion secretary or other staff the authority to resol ve di sputes,
approve expenses of the adm nistrator, and neke other adm nistrative
deci sions necessary to the admnistration and supervision of the

program consi stent wth the relevant statutes and conm ssion rules.

NEW SECTION. Sec. 14. The comm ssion shall devel op neasures to
eval uate, and shall evaluate, the program In the evaluation, the
comm ssion shall attenpt to assess whether rates for high-cost
| ocations remain conparable to those in |owcost |ocations, how
i npl ementation of the program has inpacted the developnent of
conpetition in both high-cost and |owcost |ocations, whether the
overall rates for residential and small business custoners are
affordable, and whether the fund is appropriately sized. The
commi ssion shall report its findings annually to the conmttees of the
senate and house of representatives wth jurisdiction over
t el ecommuni cati ons services by Decenber 31st of each year.

Sec. 15. RCW80. 36. 610 and 1998 ¢ 337 s 2 are each anended to read
as follows:

((£2»)) The commssion is authorized to take actions, conduct
proceedi ngs, and enter orders as permtted or contenplated for a state
comm ssi on under the federal tel ecomunications act of 1996, P.L. 104-
104 (110 sStat. 56)((; 1SSt

commi ssion may establish by rule fees to be paid by persons seeking
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under that act, to offset in whole or part the conm ssion’s expenses
that are not otherwi se recovered through fees in inplementing the

act ( (—but—newfees—or—assessnents—chargedteleconmuntecations—earrers

NEW SECTI O\ Sec. 16. If any provision of this act or its
application to any person or circunstance is held invalid, the
remai nder of the act or the application of the provision to other
persons or circunstances is not affected.

NEW SECTI ON. Sec. 17. Sections 2 through 14 of this act are each
added to chapter 80.36 RCW

NEW SECTI ON. Sec. 18. RCWS80. 36. 600 (Uni versal service program -
Pl anni ng and preparati on--Comm ssion’s duties--Approval of |egislature
required--Definitions) and 1998 ¢ 337 s 1 are each repeal ed.

~-- END ---
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