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SENATE BI LL 6677

State of WAshi ngt on 56th Legislature 2000 Regul ar Sessi on
By Senators Brown and Fi nkbeiner; by request of Governor Locke

Read first time 01/21/2000. Referred to Commttee on Energy,
Technol ogy & Tel ecommuni cati ons.

AN ACT Relating to new procedures for alternative fornms of
regul ati on of tel ecomuni cati ons conpani es; anmendi ng RCW80. 36. 135; and
addi ng a new section to chapter 80.36 RCW

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

Sec. 1. RCWB80.36.135 and 1995 ¢ 110 s 5 are each anended to read
as follows:

(1) The legislature declares that:

(a) Changes in technol ogy and the structure  of t he
tel ecommuni cations industry may produce conditions wunder which
traditional rate of return, rate base regul ati on of tel ecomruni cations
conpani es may not in all cases provide the nost efficient and effective
means of achieving the public policy goals of this state as declared in
RCW 80. 36. 300, this section, and RCW80. 36. 145. The comm ssi on shoul d
be authorized to enploy an alternative form of regulation if that
alternative is better suited to achieving those policy goals.

(b) Because of the great diversity in the scope and type of
services provided by telecomunications conpanies, alternative
regul atory arrangenents that neet the wvarying circunstances of
different conpanies and their ratepayers may be desirable.
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(2) Subject to the conditions set forth in this chapter and RCW
80.04. 130, the comm ssion may regulate telecommunications conpanies
subj ect ((beforeJduly—23,—1989)) to traditional rate of return, rate
base regul ati on by authorizing an alternative formof regulation. The
conmi ssi on may determ ne the manner and extent of any alternative forns
of regulation as may in the public interest be appropriate. In
addition to the public policy goals declared in RCW 80.36.300, the
commi ssion shall consider, in determning the appropriateness of any
proposed alternative formof regulation, whether it wll:

(a) Reduce regul atory delay and costs;

(b) Encourage innovation in services;

(c) Pronote efficiency;

(d) Facilitate the broad dissemnation of t echnol ogi cal
i nprovenents to all classes of ratepayers;

(e) Enhance the ability of tel econmunications conpanies to respond
to conpetition

(f) Ensure that telecomunications conpanies do not have the
opportunity to exercise substantial market power absent effective
conpetition or effective regulatory constraints; and

(9) Enhance t he stability and predictability of a
t el econmuni cati ons conpany’s regulatory requirenents;

(h) Provide for rates and charges that are fair, just, ((and))

reasonabl e ((+ates—for—aH—ratepayers—
I .. hall I . i . hof

form—of—regulatioen)), sufficient, and not unduly discrimnatory or

preferential; and

(i) Pronote the public interest.

(3) A telecomrunications conpany or conpanies subject to
traditional rate of return, rate base regulation may petition the
commi ssion to establish an alternative formof regul ation. The conpany
or conpanies shall submt with the petition a plan for an alternative
formof regulation. The plan shall contain a proposal for transition
to the alternative form of regul ati on((—Fhe—ecoemm-sston—shal—+eview
and—ray—rodi-y—or—refeet—the—proposed)) and the proposed duration of
the plan. The commission also may initiate consideration of
alternative fornms of regulation for a conpany or conpanies on its own

nmot i on. The comm ssi on (( ray—approve—the—plan—or—rpdifiedplan—and
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partiecular—eustoner—lass—) ), after notice and hearing, shall issue an
order accepting or rejecting a plan within nine nonths after the
petition or notionis filed, unless extended by the conm ssion for good
cause. The conmm ssion shall order inplenentation of an alternative
plan of regulation unless it finds that traditional regulation is, on
bal ance, nore likely to neet the objectives stated in subsection (2) of
this section.

(4) ILf consideration of the plan was initiated by the comm ssion on
its own notion not l|ater than sixty days from the entry of the

comm ssion’s order, the conpany or conpani es affected by the order may
file with the commssion an election not to proceed wth the
alternative formof regulation as authorized by the comm ssion. ((H-

(5) The comm ssion nmay waive such regulatory requirenments under
Title 80 RCWfor a tel ecomruni cati ons conpany subject to an alternative
form of regulation as nay be appropriate to facilitate the

i npl ementation of this section((—PROWDBED—Fhat—the—comm-sston—-+ay
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exeept—as—otherwse—expresslhy—provided)). The comm ssion may waive
different regulatory requirenents for different conpanies or services
if such different treatnment is in the public interest.

(6) Upon petition by ((anry—persen—or—upon—ts—oewr—nption)) the
conpany, and after notice and hearing, the conm ssion may rescind ((+Hs
approval—of)) or nodify an alternative formof regul ation ((i—after

nrott+ece—and—heartng—+Ht—Fnds—that—the—condit+ens—set—Foerth—n

iat)) in the manner requested by

t he conpany.

NEW SECTION. Sec. 2. A new section is added to chapter 80.36 RCW
to read as foll ows:

(1) For the purposes of this section, "advanced tel econmuni cati ons
services" neans digital subscriber line service and frane relay
servi ce. The conm ssion nmay designate by rule additional advanced
t el ecommuni cati ons servi ces.

(2) A telecomuni cations conpany subject to regulation under this
title muy el ect to provide advanced tel ecommuni cati ons services solely
t hrough one or nore separate affiliates that (a) are separate fromthe
t el ecomruni cati ons conpany; and (b) neet the requirenents of subsection
(4) of this section. If a conpany makes such an election, the
commi ssion shall not consider the revenues expenses, or investnent of
such an advanced tel ecomuni cations services affiliate in review ng or
setting the rates and charges of the tel ecomrunications conpany of
which it is an affiliate. The advanced tel econmuni cati ons services
affiliate is subject to the sane requirenents as a conpany classified
as conpetitive under RCW 80. 36. 320.

(3) An advanced tel ecommuni cations services affiliate operating
under subsection (2) of this section:
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(a) Shall operate i ndependently fromthe tel econmmuni cati ons conpany
of which it is an affiliate;

(b) Shall mintain books, records, and accounts in the manner
prescribed by the comm ssion and separate fromthe books, records, and
accounts mai ntai ned by the tel ecommuni cati ons conpany of which it is an
affiliate;

(c) Shall have separate officers, directors, and enpl oyees fromthe
t el ecommuni cati ons conpany of which it is an affiliate;

(d) May not obtain credit under an arrangenent that would permt a
creditor, wupon default, to have recourse to the assets of the
t el ecommuni cati ons conpany of which it is an affiliate; and

(e) Shall conduct all transactions with the tel ecomrunications
conpany of which it is an affiliate on an arnmis length basis, with any
such transactions reduced to witing and available for public
i nspecti on.

(4) A telecommunications conpany electing to provide advanced
t el ecommuni cati ons services under this section:

(a) May not discrim nate between an advanced services affiliate and
any other entity in the provision or procurenent of goods, services,
facilities, and information, or in the establishnment of standards; and

(b) Shall account for all transactions with an advanced services
affiliate in accordance wth accounting principles designated or
approved by the comm ssion.

(5 A telecommunications conpany electing to provide advanced
t el ecommuni cati ons services under this section:

(a) Shall fulfill any requests from an unaffiliated entity for
t el ephone exchange service and exchange access within a period no
| onger than the period in which it provides tel ephone exchange service
and exchange access to itself or to its affiliates;

(b) Shall not provide any facilities, services, or information
concerning its provision of exchange access to any advanced
t el ecommuni cations services unless the facilities, services, or
information are mnade available to other providers of advanced
t el ecommuni cations services in that market on the sane terns and
condi tions; and

(c) WNMay provide any facilities or services to its advanced
t el ecomuni cations service affiliate if the services or facilities are
made available to all carriers at the sane rates and on the sane terns
and conditions, and so long as the costs are appropriately allocated.

p. 5 SB 6677



N o 0o W0ODN R

(6) An advanced tel ecomrunications services affiliate operating
under this section may not market or sell tel ephone exchange services
provi ded by the tel ecommuni cati ons conpany of which it is an affiliate
unl ess that conpany permts other entities offering the sanme or siml ar
service to market and sell its tel ephone exchange services.

(7) Nothing in this section affects a conpany’ s obligations under
chapter 80.16 RCW

~-- END ---
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