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Issues Identified for Workshop DiscussionIssues Identified for Workshop Discussion

Changes affecting telecommunications industry 
th t i li t i l i i W hi t

pp

that implicate universal service in Washington.
Factual explanations of the scope of the problem.
Potential changes to existing mechanisms or newPotential changes to existing mechanisms or new 
approaches that should be considered for 
addressing universal service prospectively.
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CenturyLink: National FootprintCenturyLink: National Footprinty py p

ILEC operations in 33 statesILEC operations in 33 states

Approximately:
7.0 Million Access Lines
2.3 Million Broadband Customers

30 000 Vid S b ib
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530,000 Video Subscribers
13.1 Million 700 Mhz POPs



CenturyLink Service AreasCenturyLink Service AreasCenturyLink Service AreasCenturyLink Service Areas

Washington Statistical Profile

CenturyLink Wireline exchanges
Core Fiber (Lit)

Washington Statistical Profile

Employees 420
2009 Annual Payroll $30,248,000
Total Investment $937,825,000
Access Lines 200 000
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Core Fiber (Dark)Access Lines 200,000
Access Lines, DSL-Enabled           86%



CenturyLink CenturyLink –– State of WashingtonState of Washington
Washington State CenturyLink In Washington

Population Density: 97.2 persons/sq mi Population Density: 29 persons sq mi

Median HH Income: $58,081 Median HH Income: $45, 428

Median Age: 44 yrs old Median Age: 58 yrs old

CenturyLink -WA Access Lines Distribution …CTL average local line rates for 

56% of CenturyLink exchanges do not have a cable presence.

CenturyLink -WA Access Lines Distribution

Business, 
59,487, 30%

g
Washington:

• R1 service averages – $13.80 per line
• B1 service averages – $28.36 per line

C d t th ti l l l li

Residential, 
137,694, 70%

…Compared to the national local line 
charge averages of:

• R1 service national average – $14.53 per line 
• B1 service national average - $26.95 per line
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Industry and Marketplace Changes Have Significant Industry and Marketplace Changes Have Significant 
Implications for Universal Service in WashingtonImplications for Universal Service in Washington

Pressure on existing regulated 
revenues

Changes and the Changes and the 
R lit f R lR lit f R l

Implications for Universal Service in WashingtonImplications for Universal Service in Washington

revenues
Competitive issues and 
consumer price tolerance in 
competitive markets

Reality of Rural Reality of Rural 
Economics…Economics…
While many forces are 

Incumbent carrier of last resort 
(COLR) obligations
Escalating demand for 

ff d bl d f t b db d

y
changing our industry, one 
thing that hasn’t changed is 
the cost characteristics of 
serving rural areas.

affordable and faster broadband 
in highest cost markets 
Long-term view of what the 
State needs to achieve its 

Distance coupled with lack 
of Density are key cost 
drivers
Bringing broadband totelecommunications goals Bringing broadband to 
remaining rural areas adds 
additional costs.

6



Forks, Washington Forks, Washington Investment per Line Ratio

5X

, g, g Investment per Line Ratio

NonCOCSA COCSA

The Investment per line 
that is required  to serve 
customers outside of the 

NonCOCSA COCSA

Central Office Customer 
Serving Area is 5 times
greater than to serve the 

more dense Central Office 
Serving Area.

------------------------------

90X

Density Ratio

Total Lines

Central Office
Customer Serving Area

City Boundary

Service_Locations

Central_Office COCSANonCOCSA

Total Wire Center Area 
•480 sq. Miles

Total Lines 
Served 
3,520

The Central Office 
Customer Serving Area is 
90 times more dense than 

the non Central Office
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Wire_Center_Boundary
480 sq. Miles

•Average Loop Length (non COCSA) 6.1 Miles
the non Central Office 

serving area.



Ritzville, WashingtonRitzville, Washington Investment per Line Ratio

6X

Ritzville, Washington Ritzville, Washington 

COCSANonCOCSA

Investment per Line Ratio

The Investment per line 
that is required  to serve 
customers outside of the 
Central Office Customer 
Serving Area is 6 times
greater than to serve the 

more dense Central Office 
Serving Area.  

-----------------------------------
D it R ti

223X

Density Ratio

N COCSATotal Lines COCSA

Central Office
Customer Serving Area

City Boundary

Service_Locations

Central_Office

NonCOCSA

COCSATotal Wire Center Area 
•760 sq Miles

Total Lines 
Served 
1,489 The Central Office Customer 

Serving Area is 223 times
more dense than the non 
Central Office serving area

COCSA
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Wire_Center_Boundary
760 sq. Miles

•Average Loop Length (non COCSA) 16.4 Miles
Central Office serving area.



The State of the States…The State of the States…

Federal activity casting doubt 
on future role and timingon future role and timing.

Lack of consistency regarding 
telecom regulation.

Long-term telecom planning?

Legislatures increasingly active 
on telecom reform issues.on telecom reform issues.

Regulatory parity still not a 
reality for most ILECs.

Today’s Telecom 
Environment
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Precedent in Other ReformsPrecedent in Other ReformsState  
Acce ss 

Reduction  
Comm ents   Re ference  Precedent in Other ReformsPrecedent in Other ReformsAR   Y es , local ra te 

increa se  to  
offse t 

Sta te law  that LECs m ay e lect alte rna tive r egu lation , free zi ng intr asta te 
a cce ss  rates  fo r 3 ye ars ; then  LEC  can  raise local or in tra state  access ra tes  
so  long a s rate  rem ains be low  an  in fla tion‐based  rate  cap  

ACA § 23‐17‐407

CA  Y es , local ra te 
increa se  to  
offse t 

Va rious  acces s charge  reforms to  cut non‐traffic  sensitive  rate  elements 
from  in tras tate a cce ss , w ith in  local service  rate s.  

See , e. g., D ecis ion 04‐12‐022 ; De cision
06 ‐04 ‐071  

IL   Y es , s tate USF 
offse ts acce ss

Sta te law  sta tes  tha t the Illino is Comm erce Commis sion  cannot cre ate a  
s tate USF until e xis ting imp lic it subsi die s includ ing those in in tras tate

220 I LCS 5 /13‐301 (e)(2 )

Majority of 
other state 
reforms have 
involved

offse ts acce ss 
r eduction  

s tate USF  until e xis ting imp lic it subsi die s,  includ ing  those in  in tras tate  
a cce ss , have been  identified  and  eliminate d .  

KS  Y es , s tate USF 
a nd  local ra te 
increa se s offse t 

Sta tutory reduction  in i ntra sta te  switched  access charge s (re duced  to  
in ter state  leve ls)  offset by rebalancing of local re sidentia l and  bus ine ss  
ra tes  and the  cr eation  of a  sta te univ ersal service  fund.  

Ka n.  Stat. Ann . §  66 ‐2005 (c)

ME  Y es , local ra te 
increa se ; re view  
potential harm

ME statute re quir es t ha t intr asta te switched  access ra tes  are  equal to  
in ter state  sw itched  access  as  of Ja n.  1, 2003 .  Commiss ion m ust take  into  
a ccount potential harm  to  cus tom ers  hurt by increases .  Support  for high  

Ma ine  Rev. Sta te.  Ann.  § 35‐A §7101 ‐B

involved 
access-rate 
reductions 
AND
universal 
service 

costs  above those of  lar ges t carrie r. 
NE  Y es , s tate USF 

a nd  local ra te 
increa se s offse t 

I ntra state  access ra tes  reduced  in  pr oce ed ing tha t creat ed intr asta te USF 
ra tes , and  in setting bench ‐marked  loca l ser vice rat es.  Legis lation  and PSC  
a cknowledged  in tras tate a cce ss  wa s imp lic it suppor t. 

See  App lication  No. C ‐1628  (re l. Ja n. 
13 , 1999)  

OK   Y es , s tate USF 
offse ts 

Okla homa  Tel ecom  Act of 1997  requir ed  SWBT (now AT T)  to  set 
in tras tate  access at par ity with  in ters tate  access ra tes , offsetting los t 
a cce ss  through  the Okla homa Unive rsal  Service  Fund . 

17  O.S. §  139. 103.D.3 ; OA C 165 :59 ‐3 ‐
11  

h ( ) h d dfunding. OR   Y es , s tate USF 
offse ts 

I n cre ating the Oregon USF (OUSF), the commission  requ ire d LECs  to
re duce i ntra sta te acces s r ates  offset by re cove ry from  OUS F.  

ORS  § 759 .425 ; UM 731, Or d. No . 00‐
312 (re l. 6/15 /00 );  UM1017,  Ord.  No.  
03 ‐082 (rel.  2/3/03 )  

PA  Y es , s tate USF 
a nd  local ra te 
increa se s 

PA USF partia lly offset reductions in  intr asta te switched  acces s a nd  
in traLATA to ll rate s w ith  incre ase s  in user ra tes  and paym ents from  
Pennsylva nia  Unive rsa l Ser vice Fund.   The current PUSF contribution 
factor is  1.0801709%  of a  ca rrier ’s month ly in trasta te re venues . 

Doc. No . M ‐00001337 ; Doc. Nos . P‐
00991648 , P ‐00991649, Opin ion a nd  
Orde r (rel.  9/30/99)  

SC Y es s tate USF to SC s tatu te requ ire s s tate com miss ion to crea te s tate un iver sal ser vice SC Code Ann § 58 ‐9 ‐280(L) & (M); D ocSC   Y es , s tate USF to  
offse t 

SC  s tatu te requ ire s s tate  com miss ion  to  crea te s tate  un iver sal  ser vice 
fund  to  make  whole those  carrie rs e lect to  reduce their  intr asta te 
switched  acces s ra tes .  

SC Code Ann . §  58 9 280(L)  &  (M); Doc.
No. 69 ‐318 ‐C,  Ord. No.  2001 ‐396 
(5 /16/01 )  

TX  Y es , s tate USF to  
offse t 

Sta te USF set up  to offse t access ra te  cuts ; contribution  factor  is 4 .4% of  
in tras tate  revenue s;  fund  size a pproximate ly $550  milli on  ($405MM to  
la rge LE Cs—Ve rizon , AT&T,  Embarq ; $90MM to  RLECs).  

PURA §  65 .201

UT  Y es , local ra te to  
offse t 

Utah  sta tu te allow s pric ing flexib ility fo r LECs,  allowing h igher  end user 
ra tes , but only after  reducing i ntr asta te acces s (and  othe r items)  as  

UCA 1953  § 54‐8b ‐2. 3(2)
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a pproved  by com miss ion.  State USF  since 1988.
WI   Y es , s tate USF 

a nd  local ra te to  
offse t 

Sta te s tatu te require s price‐re gu late d LE Cs to  reduce in tras tate  access  to  
parity w ith  inte rs tate a cce ss , offset by poss ibl e increases  in  end  user  rates  
a nd sta te USF‐ like  surcharge s. 

Wis. Sta t. §  196.196(2)(b )

 



Approaches that should be considered for Approaches that should be considered for 
dd i i l i i W hi tdd i i l i i W hi t

Balanced, transitional approach to implementing universal service 

addressing universal service in Washingtonaddressing universal service in Washington

goals is imperative
– Must complement access reform measures and rural 

broadband investment incentives.
– USF should be considered a bridging mechanism toUSF should be considered a bridging mechanism to 

successfully implement reform

The Art of the Possible: Reform in Georgia and MichiganThe Art of the Possible: Reform in Georgia and Michigan
– Legislative initiatives which balance access reform with 

universal service support needs.
– Reasonable transition plans and time periods for reducing 

intrastate access ratesintrastate access rates.
– Legislation establishes state universal service funds to 

provide replacement for necessary support currently provided 
by intrastate access revenues.
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The Challenge We All Face:The Challenge We All Face:
Reconciling Reform with BroadbandReconciling Reform with BroadbandReconciling Reform with Broadband Reconciling Reform with Broadband 
Infrastructure GoalsInfrastructure Goals

Continued investment in rural networks is critical for 
economic development, education and high-tech 
employment.

Rural carriers recover a significant portion of their 
infrastructure costs from: 1) payments from other 
carriers who utilize the network; 2) customers; andcarriers who utilize the network; 2) customers; and 
3) USF-like funds
Key question: Will proposed state and federal 
reforms achieve the goal of continued ruralreforms achieve the goal of  continued rural 
broadband investment? 

12
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Pitfalls to AvoidPitfalls to Avoid
ABNORMALLY HIGHER CONSUMER 
COSTS: Disproportionate monthly service 
rates that may force many citizens in rural 
areas either off the network or push p
broadband services out of their reach.

EMPLOYMENT IMPACTS: Stymied 
economic development efforts that are 
dependent on new and expandingdependent on new and expanding 
telecommunications services and may result 
in job losses in the sector.

PRESSURE ON BROADBAND 
INVESTMENT: Rural telecom providers are 
working to bring broadband service – and 
the economic stimulus that goes with it –
across their service areas. Inadequate 
network reimbursements by carriers that stillnetwork reimbursements by carriers that still 
use our network will hamper this investment.
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Key QuestionsKey Questions
Given a changing regulatory, technology and competitive 
environment, how does the State of Washington successfully 
transition to a new era of universal broadband availability andtransition to a new era of universal broadband availability and 
maintain important public policy goals? 

How will the State’s universal service policy advance affordable
broadband services and their adoption by customers in high costbroadband services and their adoption by customers in high cost 
areas?

What mechanisms will be needed to keep Washington consumers 
connected and bridge important transition gaps for rural-focusedconnected and bridge important transition gaps for rural-focused 
incumbents to deliver affordable, high-quality services in high-cost 
areas?
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Baseline Principles for SuccessBaseline Principles for Success
Successful Reform = Good Outcomes for All Stakeholders

As regulators consider Reform Policy, several key 
components should be included:

Successful Reform  Good Outcomes for All Stakeholders

• A long-term view of desired telecommunications 
outcomes for the State

• A balanced, transitional approach that allows 
consumers and providers to adjust to an evolving

Key Goal:
Create a clarified and consumers and providers to adjust to an evolving 

telecom environment

• Retail rates that do not create rate shock or exceed 
competitive levels

• Funding mechanisms that supports high cost areas and

Create a clarified and 
predictable approach 
that:

1. Benefits consumers;
2. Attracts private • Funding mechanisms that supports high cost areas and 

help to bridge critical transitions

• Incentives to reduce arbitrage and phantom traffic

• Reasonable carrier rate levels that are sufficient to 
t b l d ll t t

p
investment in support of 
broadband deployment; 
and

3 Enables states to achieve create a balanced, overall revenue structure

• Infrastructure investment that supports state objectives

3. Enables states to achieve 
long-term 
telecommunications 
objectives for public 
safety, telemedicine, 
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y, ,
COLR and education.


