AN ACT
RELATI NG TO TELECOVMUNI CATI ONS; ENACTI NG THE STATE UNI VERSAL
SERVI CE FUND ACT; REPEALI NG AND ENACTI NG SECTI ONS OF THE
NMVSA 1978.

BE I T ENACTED BY THE LEG SLATURE OF THE STATE OF NEW MEXI CO

Section 1. A new section of Chapter 63, Article 9A
NMSA 1978 is enacted to read:

"SHORT TITLE.--Sections 1 through 3 of this act may be
cited as the "State Universal Service Fund Act"."

Section 2. A new section of Chapter 63, Article 9A
NMSA 1978 is enacted to read:

"PURPCSE. - - The purpose of the State Universal Service
Fund Act is to:

A.  provide equal treatnment for al
t el econmuni cati ons carriers;

B. provide price stability for residence and
busi ness tel ecomuni cati ons custonmers during the transition
to a deregul ated nmarket;

C. elimnate subsidies in the current prices of
t el ecomuni cations services in order to further conpetition
in the tel ecomuni cati ons market in New Mexico; and

D. create a statew de universal service fund to
ensure affordable |ocal tel ecomunications service in al
conmunities."

Section 3. A new section of Chapter 63, Article 9A
NMSA 1978 is enacted to read:
"UNI VERSAL SERVI CE FUND. - -

A. The "universal service fund" is created in the
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service fund is transferred to the universal service fund on
July 1, 1999. No later than January 1, 2000, the comm ssion
shall inplenment the provisions of this section. The
uni versal service fund shall be used to maintain and support
at affordable prices those retail public tel ecommunications
services identified by the conm ssion and offered in those
areas of the state found to be of | ow density and hi gh cost.
B. Collection for and distribution of noney from
the universal service fund shall be conpetitively neutral
equi tabl e and nondi scri mnatory and targeted to | ow density
and high cost areas, and shall provide a specific,
predi ctabl e and sufficient support nmechani smthat reduces
inplicit subsidies and assures universal service in the
state.
C. Money for the universal service fund shall be
produced by the inposition of conpetitively neutral and
uni form surcharge rates on all retail public
t el ecomuni cations services revenue, excluding revenue from
servi ces provided pursuant to a | owincome tel ephone
assi stance plan billed to end-user custoners by a
tel ecomuni cations carrier and excluding revenue from
surcharges, gross receipts taxes, excise taxes, franchise
fees and simlar charges. The conm ssion shall apply the
surcharge to all end-user retail public tel ecomunications
services provided in the state by tel ecommuni cations
carriers and to conmparable retail alternative services
provi ded by tel econmunications carriers and non-
tel ecommuni cations carriers. Wen the conm ssion determ nes
that a commercial nobile radio services provider qualifies

as an eligible tel ecommunications carrier pursuant to
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federal |law, the conm ssion shall apply the surcharge to al
end-user retail public tel ecommuni cati ons services provided
in the state by that commercial nobile radio services
provider. In prescribing a conpetitively neutral surcharge
rate, the conm ssion shall require tel ecommuni cations
carriers and non-tel ecommuni cations carriers to apply
uni form surcharge rates for the sane or conparabl e services.
Money deposited in the universal service fund is not public
nmoney, and the administration of the universal service fund
is not subject to the provisions of |aw regulating public
f unds.

D. The conmm ssion shall:

(1) consistent with federal |law, establish
eligibility criteria for participation in the universa
service fund that:

(a) ensure the availability of service
at affordable prices w thout unreasonably increasing prices
to | ocal exchange service and |ong di stance service
cust oners;

(b) ensure eligible tel ecomunications
carriers, as defined in the federal Tel ecommuni cati ons Act
of 1996, a reasonable profit on supported services in
geographi c areas requiring support fromthe universa
service fund;

(c) do not require any investigations
of the costs or prices of a tel ecommunications carrier
recei ving support fromthe universal service fund, other
than that provided for in Subsection E of this section; and

(d) do not restrict or limt an
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uni versal service support;

(2) provide for collection of the surcharge
on a conpetitively neutral basis and adm nistration and
di sbursement of noney fromthe universal service fund;

(3) determ ne those geographic areas of
existing wire centers that are |l ow density or high cost in
nat ur e;

(4) determne those retail public
t el ecomuni cations services requiring support fromthe
uni versal service fund;

(5) provide for the separate adm nistration
and di sbursenent of federal universal service funds
consistent with federal |aw and

(6) determ ne which tel ecomunications
carriers neet the eligibility criteria for participation in
the I owincone tel ephone service assistance programin the
Low I ncone Tel ephone Service Assistance Act and provide for
paynment to those tel ecommunications carriers for reduced-
rate assistance that is provided pursuant to Section 63-9C 4
NMSA 1978 and that is not otherw se supported by federal or
state funding.

E. The conm ssion shall promulgate rules for the
i npl emrentati on and admi nistration of the universal service
fund in accordance with the provisions of this section. The
cost basis for establishing the universal service fund and
determining the rate of distribution of the universa
service fund for areas served by a tel ecommuni cati ons
carrier with less than fifty thousand access |ines shall be
the sanme cost of providing the supported service by

geographi c area determ ned by the federal communications
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comm ssion. The cost basis for establishing the universa
service fund and determning the rate of distribution of the
new fund for areas served by tel ecommuni cations carriers
with over fifty thousand access lines shall be the forward-
| ooki ng econom ¢ cost of providing the supported service in
t he geographic area as determ ned by the conm ssion

F. The comm ssion shall select a neutral third
party adm nistrator to collect, adm nister and di sburse
money from the universal service fund under the supervision
and control of the conm ssion pursuant to the established
criteria and the rules promul gated by the comm ssion. The
adm ni strator may be reasonably conpensated for the services
fromthe surcharge proceeds to be received by the universa
service fund pursuant to Subsection C of this section. The
neutral third party adm nistrator shall consult with an
advi sory board established by the comm ssion conposed of
representatives fromall participating providers. The
comm ssion shall not be a neutral third party adm nistrator

G To ensure that tel ecommunications carriers
providing intrastate |ong di stance service contribute to the
uni versal service fund, no |later than Decenber 31, 1999, the
comm ssion shall promul gate rules and take other appropriate
action to require tel ecommuni cations carriers providing
intrastate |long distance service to participate in any plan
to ensure accurate reporting of intrastate retail |ong
di stance revenues.

H. Swi tched access charges, anong other retail
public tel ecomuni cations services except residence dial
tone access line service, shall be considered for reductions

as an offset to paynents received by a tel ecomunications
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carrier fromthe universal service fund."

Section 4. Section 63-9C-4 NWVSA 1978 (being Laws 1987,
Chapter 197, Section 4) is anmended to read:

"63-9C-4. LOWI NCOVE ASSI STANCE RATES- - COW SSI ON
AUTHORI TY. - -

A. A local exchange company shall provide
assistance in the formof reduced rates to residenti al
custoners who neet the eligibility criteria of one or nore
need- based assi stance prograns adm nistered by the
department or by the federal governnent.

B. The conm ssion shall pronmulgate rules for the
i npl enentation of the Low I ncone Tel ephone Service
Assi stance Act for | ocal exchange conpani es who provide such
assi stance. The conm ssion shall adopt a delivery structure
for its programthat is cost effective and coordinated with
t he departnent.

C. The conm ssion shall structure the
i npl enentation of the Low I nconme Tel ephone Service
Assi stance Act in a manner that will result in funding of
| ow-i nconme prograns in an anmount at | east equal to what is
necessary to secure the maxi num anount of federal matching
funds for |owincone tel ephone assistance prograns. A | ocal
exchange conpany may obtain support fromthe state universa
service fund pursuant to the State Universal Service Fund
Act for reduced-rate assistance that is provided pursuant to
this section and that is not otherw se supported by federal
or state funding."

Section 5. Section 63-9C-5 NVMSA 1978 (being Laws 1987,
Chapter 197, Section 5) is anended to read:
"63-9C-5. WAl VERS. - -
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A. In addition to any reduced rates provided by
| ocal exchange conpani es that provide residential |ocal
exchange service to | owincome New Mexicans, the conmm ssion
shall apply to the appropriate governnental agency for a
wai ver of the federal end-user common |ine charges and any
ot her assessnents or surcharges that, pursuant to federal or
state law and rules, are at any time, subject to waiver with
respect to recipients of |lowinconme tel ephone service
assi stance. Upon receipt of a waiver, the conm ssion shal
notify the | ocal exchange conpani es providing | owincone
t el ephone service assistance and the nonthly tel ephone bil
shal | reflect the waiver of the federal end-user common |ine
charges or other assessnents or surcharges.

B. Recipients of |owincone tel ephone service
assi stance shall not be surcharged or otherw se pay
assessnments that contribute to the state universal service
fund pursuant to the State Universal Service Fund Act."

Section 6. REPEAL.--Section 63-9A-6.1 NVSA 1978 (being

Laws 1987, Chapter 21, Section 4, as anended) is repeal ed.
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