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Mailing:     1800 41st St.
                 WA0105RA
    Everett, WA  98201
July 15, 2010
Washington Utilities and

   Transportation Commission

P.O. Box 47250

1300 S. Evergreen Park Drive SW

Olympia, Washington 98504-7250

Subject: Docket UT-100562

Frontier Communications Northwest Inc. (formerly known as Verizon Northwest Inc.) (“Frontier”) offers these initial comments in response to the Commission’s request for input on maintaining universal service and promoting the deployment of broadband services.

Frontier supports the goals of universal service – both for the continued availability of voice services at affordable rates and the affordable availability of broadband services in high-cost areas of Washington.  Frontier also recognizes that these goals present the challenge of balancing affordable voice and broadband services in high-cost areas without creating either market distortions or an onerous burden on other customers in the state. 

Incumbent local exchange carriers (“ILECs”) are unique from other carriers.  ILECs have both wholesale requirements and retail carrier of last resort obligations that require investment in and maintenance of network facilities that may not be economically justified without universal service support.  Universal service support provides a key role in making certain network infrastructure is available in high-cost areas and is an essential public policy goal for the State of Washington. 

Under many years of Commission policy decisions, intrastate switched access revenues have been a key source of funding for recovery of costs.  As described at the Commission’s first workshop in this docket and in comments filed so far by numerous parties, these revenues have significantly declined and will likely continue to do so for the foreseeable future. Therefore, from the perspective of maintaining universal service in the state, it is appropriate to explore ways to stabilize these revenues – even in the absence of a new state universal fund or changes in federal support mechanisms. 

The Federal Communications Commission (“FCC”) is exploring access reform which may ultimately impact not only interstate access rates but may also affect state oversight of intrastate access rates.  In the interim, a practical approach for carriers to stabilize revenues would be to give carriers the option of rebalancing switched access charges and basic service rates.  Such actions should not be mandated for all ILECs. Those companies can determine for themselves whether rebalancing would be helpful. The Commission should develop a streamlined process for considering and acting on such proposals – a process not including a time consuming traditional rate case or “earnings review.”

Frontier supports the Commission’s investigation into establishment of a new state universal service fund (“WUSF”).  It recognizes there is a need but also cautions there will be a cost.  Intense competition in high-density, low-cost areas has led to loss of revenues in the very markets that have traditionally provided for the ability to offer affordable rates in lower density, higher-cost markets.  Likewise, intrastate access revenues have provided a contribution toward recovery of costs of voice communications services.  There may well be a need to provide support to high-cost areas to maintain affordable rates.  But as noted, above, a WUSF will come at a cost, likely in the form of a surcharge to all communications service customers in the state.   

Frontier believes a rational WUSF should be based on the following principles:

1. Access reform should not be mandated but should be a condition to be eligible for receipt of state universal service support.  

2. Carrier of last resort responsibilities should be a condition to be eligible for receipt of state universal service support.

3. If a WUSF is established for voice service, the level of state universal service support for an area should be calculated as the difference between the forward-looking costs of providing voice service within a market area (perhaps a census block area) and a benchmark cost level.   The benchmark cost level should reflect a balance between maintaining affordable rates in high-cost areas and the statewide customer impact of recovering the costs of a WUSF through a customer surcharge.

4. Support should be paid to underlying network providers.  

5. The surcharge should be broadly applied to all voice services; including wireless, Voice over Internet-Protocol (“VoIP”) and CATV voice; to establish a reasonable surcharge level and maintain competitive neutrality among all forms of voice communications service providers. 

Frontier does not believe it can be determined at this time whether a new WUSF should emulate the FCC’s announced plan to focus support mechanisms on the provision of broadband services rather than traditional universal basic voice service.  Frontier looks forward to participation in the Commission’s investigation.

Respectfully submitted,
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Lin Fogg

Manager – Regulatory/Legislative







