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Pursuant to the  November 30, 2007 P rocedura l Orde r is sued in the  above -

referenced consolidated dockets, the Arizona Local Exchange Carriers Association hereby

submits its responses to the September 4 and November 19, 2007 Staff lists of issues.
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Re s ide ntia l Utility Consume r Office
1110 West Washington, Suite  220
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Associate  General Counsel
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730 Second Avenue, Suite  900
Minne a polis , MN 55402

Michae l Grant
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Thomas Campbell
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Brad VanLeur, Pres ident
OrbitCom, Inc.
1701 North Louise  Avenue
Sioux Fa lls , SD 57107

Ma rk A. DiNunzio
COX Arizona  Te lkom, LLC
1550 West Deer Valley Road
MS  DV3-16, Building C
Phoenix, AZ 85027
rnark.dinunzio@cox.co1nArizona  Payphone  Associa tion

c/o Gary Joseph
Sharenet Communications
4633 West Polk Street
Phoenix, AZ 85043
garyj@nationa1brands.com

William Hayes , Genera l Manager
Table  TG Te lephone  Company, Inc.
600 Nort Se cond Ave nue
Ago, AZ 85321

Nathan Glazier, Regional Manager
Allte l Communica tions , Inc.
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Phoenix, AZ 85044
nathan,glazie r@allte l.com
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ARIZONA UNIVERSAL SERVICE FUND (ccAusFaa)
ISSUES LIST

DOCKET nos. T-00000H-97-0137 AND T-000001)-00-0672 (CONSOLIDATED)
SEPTEMBER 4, 2007/NOVEMBER 19, 2007

What should the fund look like ?

ALECA RES P ONS E: The  AUSF should be  a  fund of money ava ilable  for
dis burs e me nt tO loca l te le phone  compa nie s  de fine d a s  rura l compa nie s  in the
Te le communica tions  Act of 1996. AUS F monie s  s hould be  dis burs e d to rura l
compa nie s  a ccording to the  cos ts  the y incur providing ba s ic loca l e xcha nge
service  and the  revenue  they forego bringing intras ta te  switched access  ra tes  into
equa lity with inte rs ta te  ra te s .

What revenues should be assessed?

ALE C A RES P ONS E: The  AUSF should be  financed through a  surcha rge
or se t of surcharges  levied aga inst intras ta te , re ta il te lecommunica tions  se rvices  or
revenues. The  surcharge(s) should be  broadly based, tha t is , te lephone  customers
should not be  a ble  to e sca pe  pa ying a  surcha rge  by subs tituting the  se rvice s  of
competing providers  and other services not subject to the  surcharge .

The  current AUSF rule s  provide  for three  surcha rges  tha t a sse ss  loca l exchange
line s , in tra s ta te  to ll re ve nue  a nd inte rconne cting trunks  utilize d by wire le s s
ca rrie rs . In  2004, ALECA re comme nde d re vis ing the  AUS F rule s  to  a s s e s s
intra s ta te  re ta il te le communica tions  revenue  a lone . No ma tte r which approach is
a dopte d, a sse ssme nts  should be  broa dly ba se d, a nd the  se rvice s  a nd re ve nue s
assessed should include  those  of incumbent loca l exchange  ca rrie rs , compe titive
loca l e xcha nge  ca rrie rs , inte re xcha nge  ca rrie rs , wire le ss  ca rrie rs , provide rs  of IP
te le phony a nd a ny othe r te le communica tions  s e rvice  provide rs  ove r which the
Arizona  Corpora tion Commiss ion ha s  jurisdiction.

What should the  A USF reporting requirements be ?

ALECA RES P ONS E: Re porting re quire me nts  should be  ta ilore d to fit the
purpose s  the  AUSF is  de s igne d to se rve . In 2004, ALECA propose d re vis ions  to
the  AUSF rule s  (tha t it he reby incorpora te s  by this  re fe rence ) tha t recommended
e s ta blis hing a  s upport me cha nis m ba s e d on the  e xte nt to which rura l ca rrie rs '
e mbe dde d loop cos ts  e xce e d the  na tionwide  a ve ra ge  e mbe dde d loop cos t. One
purpose  se rved by ALECA's  recommenda tion is  to give  rura l ca rrie rs  an incentive
to inve s t in loca l e xcha nge  fa cilitie s  in high cos t a re a s . S ince  ALECA's  proposa l
is  ne a rly ide ntica l to the  FCC's  high cos t loop support progra m, rura l ca rrie rs  in
Arizona  could tile  the  same  form they submit to NECA in July of each yea r.
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Anothe r use ful public purpose  of the  AUSF is  to compensa te  rura l ca rrie rs  for the
los s  of re ve nue  a s socia te d with bringing the ir re spe ctive  switche d a cce s s  ra te s
into e qua lity with inte rs ta te  ra te s  a s  ALECA propose d in its  2006 White  Pa pe r, a
copy of which  is  a tta che d  a s  Exhib it A. In  the  ca s e  o f us ing  the  AUS F to
compensa te  for foregone  intras ta te  switched access  revenue , rura l ca rrie rs  should
be  required to report a t the  time  of implementa tion and pe riodica lly the rea fte r the
amounts of intrasta te  access revenues and quantities  of access demand necessary
to ensure  ne ithe r over nor under collection.

What should the rules befog companies serving high cost areas?

ALECA RES P ONS E: The  AUS F rule s  for rura l ca rrie rs  s hould provide
s trong incentives  for them to inves t in loca l exchange  facilitie s  se rving cus tomers
who a re  cos tly to reach and to extend facilitie s  to unseed and underse rved a reas .
ALECA's  2004 propos e d AUS F rule  re vis ions  we re  de s igne d to provide  s uch
incentive s .

Should all carriers be treated the same regardless of service area or technology
u_5l€d?

ALECA RES P ONS E: All ca rrie rs  whos e  cus tome rs  pa y into  the  AUS F
should have  an opportunity to draw from the  fund to recover the  cos ts  or foregone
re ve nue s  from providing be ne fits  to the  public cons is te nt with unive rsa l s e rvice
objectives . For e xa mple , the  Re port a nd Re comme nda tions  of the  Arizona
Eligible  Te lecommunica tions  Carrie rs  (December 21, 200511 proposed having the
AUS F cove r the  cos ts  of ce ntra lize d a dminis tra tion a nd a utoma tic e nrollme nt of
Life line  a nd Link-Up through the  De pa rtme nt of Economic S e curity ("DES ").
While  the  de ta ils  were  not specified in the  Report, it seems reasonable  to assume
tha t ETCs  could pa y DES  for a dminis te ring Life line  a nd Link-Up a nd re cove r the
adminis tra tive  cos ts  so incurred from the  AUSF.

What revisions Io the existing A USF rules should be made ?

ALECA RES P ONS E: The  e xis ting AUS F rule s  should be  modifie d in two
ma jor wa ys . Firs t, the  rule s  s hould be  modifie d cons is te nt with ALECA's  2004
propose d rule  re vis ions  by giving rura l compa nie s  a n ince ntive  to build out loca l
exchange  facilitie s  in high cos t a reas . As  ALECA proposed in 2004, access  to the
AUS F for this  firs t ma jor purpos e  s hould not be  conditione d upon ha ving to
unde rgo a  ra te  ca s e . S e cond, the  e xis ting rule s  s hould be  re vis e d s o tha t rura l
ca rrie rs  ma y dra w from it to re cove r the  s a crifice d re ve nue s  from bringing the ir
intras ta te  switched access  ra tes  into equa lity with inte rs ta te  ra tes . Provided access
re form is  revenue  neutra l, the re  should be  no need for rura l companies  to file  ra te
ca se s  in orde r to re cove r fore gone  re ve nue s . In ge ne ra l, a cce ss  to the  AUS F to
cove r the  cos ts  incurre d  o r re ve nue  fo re gone  a ch ie ving  un ive rs a l s e rvice

1 See, http://images .edocket.azcc.gov/docketpdf/0000037930.pdf
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obje ctive s  s hould be  s tre a mline d a nd s implifie d s o a s  ne ithe r to  dis coura ge
adoption of such goa ls  nor to de lay recovery unnecessarily.

Should the fund allow upfront recovery of construction costs?

ALECA RES P ONS E: Yes . As  ALECA p ropos e d  in  2004 , the  AUS F
should be  use d to he lp de fra y the  cos ts  of line  e xte ns ions  to cus tome rs  loca te d
some  dis tance  beyond exis ting loca l exchange  facilitie s . ALECA's  2004 proposa l
was  mode led a fte r a  section of the  Utah Public Se rvice  Commiss ion's  "Unive rsa l
P ublic Te le communica tions  S e rvice  S upport Fund" Rule , s pe cifica lly s e ction
R746-360-9 e ntitle d  "One -Time  Dis tributions  from the  Fund." This  s e ction
establishes a  process whereby the Utah PSC pre-approves qualifying line extensions
and apportions  the  financia l burden be tween the  company, the  cus tomer and the
Fund. A copy of the  Uta h rule  is  a tta che d a s  Exhibit B. ALECA re comme nds  this
Commiss ion's  cos ts  of a dminis te ring a  s imila r proce ss  should be  cove re d by the
AUS F.

Should a company be required to meet a set of criteria before they are allowed to
obtain A USF revenues to compensate it for reductions in access
resulting from access charge reform?

revenues

ALE C A RES P ONS E: The  only crite rion a  ca rrie r re quire d to re duce  its
access  cha rges  should have  to sa tis fy in orde r to obta in re imbursement from the
AUSF is  tha t it mus t be  a  rura l ca rrie r a s  de fined by the  Te lecommunica tions  Act
of 1996.

Should AUSF funding be available to competitive eligible telecommunications
carriers?

ALE C A RES P ONS E: Ye s . ALECA doe s  not oppos e  compe titive  ETCs
d ra wing  from the  AUS F fo r the  pu rpos e  o f s e rving  ru ra l a re a s  a nd  s ma ll
communitie s , provide d the  support supplie d to the  compe titive  ETC is  ba se d on
the  compe titive  ETC's  own cos ts .

10. Should AUSFfunding be provided to companies that are mol ceri'u'ied as eligible
telecommunications carriers?

ALECA RES P ONS E: No. Carrie rs  tha t have  not been designa ted as  ETCs
by th is  Commis s ion  do  no t ha ve  public  s e rvice  ob liga tions  cons is te n t with
unive rsa l se rvice  objectives .

11. Should companies be required toile a rate case to obtain AUSF revenues?

ALE C A RES P ONS E: No . Rura l ca rrie rs  re ce iving  AUS F s upport in
compe ns a tion for high loop cos ts  or fore gone  a cce s s  re ve nue s  s hould not be
re quire d to unde rgo individua l compa ny ra te  ca se s  in orde r to qua lify for AUS F

7.

8.

9.
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support. Whe the r to fina nce  the  provis ion of high cos t loops  or compe nsa te  for
access reform, a  generic proceeding is  appropria te  s ince  a ll rura l carriers  as  a  class
a re  a ffe cte d. Multiple  individua l compa ny ra te  ca se s  proce s se d s imulta ne ous ly
could ove rwhe lm the  Commis s ion 's  re s ource s . In  a ddition , ra te  ca s e s  a re
unnecessa ry if access  re form is  revenue  neutra l and loop support is  based on the
capita l expenditures and expenses incurred serving high cost areas.

12. Ira rate case is not required, what method should be used to determine whether a
company should receive A USFpayments?

ALECA RES P ONS E: ALECA propose s  two me thods  for rura l ca rrie rs  to
prove  a  need for support from the  AUSF. The  firs t is  to demonstra te  tha t the  rura l
ca rrie r ha s  loop cos ts  gre a te r tha n 115% of the  na tionwide  a ve ra ge  loop cos t.
ALECA include d this  me thod in its  2004 propos e d AUS F rule  re vis ions . The
s e cond is  to  ca lcu la te  the  a mount of re ve nue  fore gone  by bring ing  a  rura l
compa ny's  intra s ta te  s witche d a cce s s  ra te s  into e qua lity with the  compa ny's
inte rs ta te  ra te s . The  re sulting support from the  AUSF would be  re ve nue  ne utra l.
ALECA proposed this  manner in its  2006 White  Paper (a ttached as  Exhibit A.)

13. Should the A USF rules be amended to allow for the provision of telephone service
in unnervedor underserved areas?

ALE C A RES P ONS E' Ye s . ALECA include d s upport for line  e xte ns ions
in its  2004 propose d AUS F rule  re vis ions . ALECA a lso vie ws  the  high loop cos t
component of its  proposed 2004 AUSF rule  revis ions  a s  a  means  of encouraging
rura l companies to build out to unnerved and underserved areas.

1 4 . Should the AUSF rules be amended to allow for incentives to companies to
provide telephone service in anserved or underserved areas?

ALECA RES P ONS E: Ye s . P le a s e  re fe r to ALECA's  re s pons e  to S ta ff' s
AUSF Issue  No. 13 above .

1 5 . Should the  AUSF rules as  proposed by ALECA be adopted?

ALECA RES P ONS E: Ye s . The  Commis s ion  s hou ld  a dop t ALECA's
2004 proposed rule  revis ions , or some variant of its  proposa l tha t prese rves  AUSF
s upport for rura l ca rrie rs  ba s e d  on e mbe dde d loop cos ts . In  a dd ition , a s
recommended in ALECA's  2006 White  Paper, the  Commiss ion should a lso revise
its  e xis ting AUS F rule s  to provide  for re pla ce me nt of a ny re ve nue s  s a crifice d
from bringing s ta te  access  ra tes  into equa lity with inte rs ta te  ra tes .

4



16. Should competitive bidding be a component of USF implementation?

ALECA RES P ONS E: No. The re  is  no ne e d to  ta ke  s uch a  dra s tic  a nd
unprove n s te p  in  light of the  prove n me thods  in  us e  for providing high cos t
support and revenue neutra l access reform at the  federa l level and in other sta tes.

17. Should CLECs have  to prove a needfor A USF revenues?

ALECA RES P ONS E: Yes . P le a s e  re fe r to  ALECA's  re s pons e  to  the
S ta ffs  AUSF Issue  No. 9 above .

18. What services should be eligible for inclusion in services supported by the A USF?

ALECA RES P ONS E: The  AUS F s hould  s upport ba s ic loca l e xcha nge
services and intrastate  access charge reform.

19. Should AUSF payments be usedfor line extensions and ipso how should eligible
costs be determined?

ALECA RES P ONS E: Yes . As  ALE C A re c o m m e n d e d  in  its  2 0 0 4
proposed rule  revis ions , the  AUSF should he lp de fray the  cos ts  of line  extensions .
ALECA e nvis ions  tha t ca rrie rs  s e e king s upport for pa rticula r line  e xte ns ions
would submit the ir cos ts  a nd a  pla n for dividing those  cos ts  be twe e n the  AUS F,
the  customers  and the  company for Commission approval.

20. How should the  A USF surcharges be  ca lcula ted?

ALECA RES P ONS E: The  AUS F s u rcha rge s  s hou ld  be  ca lcu la te d  to
produce  s ufficie nt proce e ds  to pa y for high cos t loop s upport, re ve nue  ne utra l
a cce s s  cha rge  re form a nd the  proje cte d cos ts  of qua lifying line  e xte ns ions .
ALECA re comme nds  the  Commis s ion  continue  to  e mploy the  AUS F ru le 's
e xis ting thre e -pa rt surcha rge  me cha nism. The  e xis ting thre e -pa rt me cha nism is
cons is te n t with  ALECA's  re comme nda tion  tha t s uch  s urcha rge s  s hould  be
broadly based. `

21. Should a program lo improve participation in Lifeline and Lira-Up be supported

by A USF?

ALECA RES P ONS E: Ye s . ALECA a gre e s  with the  re comme nda tion of
the  te a m of Arizona  ETCs  ("the  Te a m") tha t the  AUS F should cove r the  cos ts  of
incre a s ing e nrollme nt in Life line  a nd Link-Up through ce ntra lize d a dminis tra tion
and automatic enrollment.

1
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22. Should the enrollment program recommended by the ETCh be implemented or is
there another more cost effective method for increasing Lifeline and Link-Up
participation?

ALECA RES P ONS E: Yes . The  enrollment program recommended by the
Te a m s hould be  imple me nte d. ALECA is  una wa re  of a ny a lte rna tive  me thod of
enrollment tha t would increase  pa rticipa tion 30-40% as  experienced in Texas  and
Ne w York.

23. [f the funding mechanism for the enrollment program recommended by the ETCh
is appropriate, should the cost be borne by the ETCs as a cost of doing business
and being an ETC or is there some other method offending that would be better?

ALECA RES P ONS E: As  th e  Te a m re c o mme n d e d ,  th e  th re e  AUS F
surcha rge s  curre ntly in pla ce  re pre se nt a  fa ir a nd e conomica l wa y of re cove ring
the  cos ts  of centra lized adminis tra tion and automatic enrollment.

24. Are the projections for potential Lifeline and Link-Up customers reasonable or is
there other data that would increase or decrease the cost/benefit estimates
contained in the ETC Report? Please provide such data.

ALECA RES P ONS E: ALECA finds  the  e nrollme nt proje ctions  provide d
by the  Te a m re a s ona ble  a nd doe s  not know of a lte rna tive  da ta  or me thod tha t
could improve  those  cost/benefit es timates .

25. Should the recommendations in the ETC 's Report be implemented, now should the
AUSF rules be mody9ed to address the enrollment program and the payments that
would be made to the Department of Economic Security ("DES") for its
participation?

ALE C A RES P ONS E: As  the  Te a m p ropos e d  in  the  ETC Re port,  the
curre nt AUS F rule s  a re  broa d e nough tha t the  Commiss ion ha s  the  a uthority to
is s u e  a n  o rd e r a llo win g  imme d ia te  re c o ve ry o f th e  c o s ts  o f c e n tra liz e d
a dminis tra tion a nd a utoma tic e nrollme nt. Thus , it is  not ne ce ssa ry to modify the
current AUSF rules  to address  payments  to DES.

26. Should there be a "cap" on the payments that could be made lo DES for its
participation in the enrollment program and, if so, how might such a cap be
determined?

ALECA RES P ONS E: ALECA supports  the  Te a m's  re comme nda tion tha t
if its  e nrollme nt progra m is  a dopte d, DES  should be  re quire d to submit proof of
the  cos ts  the  a ge ncy incurs  a dminis te ring the  progra m to NECA (now S olid) for
review. No additiona l re s tra int seems necessa ry.
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27. Should there be some form of a "sunset clause " that would end the enrollment
program and ipso, what would be appropriate eriteriafor ending the program?

ALECA RES P ONS E: Th e  cu rre n t AUS F ru le s  a lre a d y p ro vid e  fo r a
re vie w of the  cos ts  incurre d e ve ry thre e  ye a rs . Give n this  provis ion, a  "s uns e t
clause" is  unnecessary.

28. To what extent do other states promote enrollment in Lifeline and Link-Up as
recommended in the ETC 's Report and to what extent nave suc/1 state efforts been
ejective, botnfrom an enrollment and cost perspective ?

ALECA RES P ONS E: In addition to the  three  s ta te s  mentioned in the  ETC
Re port, the  S ta te  of Uta h ha s  a ls o e s ta blis he d ce ntra lize d a dminis tra tion a nd
a utoma tic e nrollme nt for Life line  a nd Lim-Up. Uta h's  progra m is  a dminis te re d
by the  De pa rtme nt of Community a nd Culture  ("DCC"), a nd the  Uta h P ublic
S e rvice  Colnlnis s ion's  e quiva le nt of the  AUS F, the  Uta h Te le phone  Ass is ta nce
Progra m, pa ys  for the  cos ts  the  De pa rtme nt incurs . Following DCC's  ta ke ove r of
the  e nrollme nt proce s s  in Uta h, Frontie r Communica tions  of Uta h, a n a ffilia te  of
thre e  of ALECA's  me mbe rs , e xpe rie nce d a n incre a s e  in Life line  pa rticipa tion
consis tent with the  experiences  in Texas  and New York.

29. To what extent have communication services from non-ETCs, such as prepaid
wireless offerings as one example, become the service of choice for eligible
Lifeline customers who otherwise may have .subscribed to an ETC 's Lurline
service?

ALECA RES P ONS E: ALECA ha s  no knowle dge  of the  e xte nt to which
communica tions  s e rvice s  from non-ETCs  ma y ha ve  s ubs titute d for the  Life line
offe rings  of its  members , a ll of whom a re  ETCs.
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UPDATED ACCESS CHARGE QUESTIONS
DOCKET nos . T-00000H-97-0137 AND T-00000D-00-0672 (CONSOLIDATED)

SEPTEMBER 4, 2007

Do you believe that the Commission ought to restructure access charges? Please
explain your response,

\

ALECA RES P ONS E: ALECA re comme nds  tha t the  Commis s ion bring
intra s ta te  switched access  ra te s  into equa lity with inte rs ta te  ra te s , whe re  equa lity
necessa rily means  ma tching both the  leve l and s tructure  of inte rs ta te  ra te s . Ove r
the  la s t seve ra l yea rs , the  FCC has  subs tantia lly reduced the  inte rs ta te  switched
access  ra tes  of ALECA's  member companies  while  the ir intras ta te  Arizona  access
ra te s  have  rema ined s table . At the  same  time , the  FCC has  re s tra ined reciproca l
compensa tion ra tes  to leve ls  even be low inte rs ta te  access  ra tes  and expanded the
ra nge  of wire le s s  ca lls  s ubje ct to re ciproca l compe ns a tion ins te a d of intra s ta te
access charges. The  combine d re s ult ha s  ha d two de trime nta l impa cts  on the
intra s ta te  a cce s s  re ve nue  s tre a ms  of ALECA's  me mbe r compa nie s . Firs t, the
FCC's  a ctions  ha ve  give n inte re xcha nge  ca rrie rs , wire le s s  provide rs  a nd CLECs
powe rful ince ntive s  to mis re port the  juris dictiona l na ture  of tra ffic a nd re dire ct
tra ffic s o a s  to dis guis e  its  true  origin. Se cond, the  FCC ha s  ha nde d wire le ss
ca rrie rs  a  s ignifica nt compe titive  a dva nta ge  in the  provis ion of in-s ta te  long-
dis ta nce  ca lling, not only furthe r e nda nge ring a cce ss  re ve nue s  but in this  e ra  of
bundle d pricing a lso de pre ss ing ALFCA me mbe rs ' toll a nd loca l re ve nue s . S ince
this  Commis s ion ha s  s e t ra te s  tha t ha ve  ma de  ALECA's  me mbe r compa nie s
heavily dependent upon in-s ta te  toll and access  revenues , a  s ignificant reduction
in  thos e  two  re ve nue  s tre a ms  th re a te ns  the  wide s p re a d  a ffo rda b ility a nd
ava ilability of ba s ic loca l exchange  se rvice  in rura l Arizona .

What recommendation to the Commission would you make regarding now
intrastate access charges should be reformed?

ALECA RES P ONS E: ALE C A recommends the Commiss ion a llow
ALECA's  member companies  to undertake  revenue  neutra l access  charge  re form.
S pe cifica lly, ALECA re comme nds  tha t the  Commis s ion  pe rmit its  me mbe r
compa nie s  to  bring the ir s ta te  s witche d a cce s s  ra te s  into e qua lity with the ir
inte rs ta te  ra tes . The  diffe rence  in revenue  produced a t exis ting s ta te  access  ra tes
ove r a n  h is to rica l ye a r a nd  the  s a me  h is to rica l vo lume  of tra ffic  a t curre n t
inte rs ta te  ra te s  s hould be  ma de  up from the  AUS F. ALECA's  re comme nda tion
would e s ta blis h pa rity with inte rs ta te  ra te s  a t a  point in time  a nd not re quire  its
me mbe rs  to follow a ny furthe r re ductions  in inte rs ta te  a cce s s , unle s s  the y a re
compe ns a te d for the  a dditiona l los t a cce s s  re ve nue . This  a pproa ch not only
re duce s  the  le ve l of intra s ta te  ra te s  for a ll of ALECA's  me mbe r compa nie s  but
a ls o  re vis e s  the  s tructu re  o f s ome  compa nie s ' ra te s , s ince  s ome  me mbe r
companie s ' s ta te  access  ta riffs  do not re flect the  loca l transport ra te  re s tructuring
required by the  FCC ove r a  decade  ago. ALECA's  member companie s  should be

1.

2.
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give n the  option of ma tching inte rs ta te  ra te s  a t a  s ingle  point in time , ca lle d a
"fla sh cut," or ma tching the m in qui-proportiona l s te ps  ove r a  pe riod of time  not
to exceed three years,

Would you recommend the Commission address both switched and special access
in an access charge reform proceeding? If your response isyes, please explain.

ALECA RES P ONS E: No. ALECA doe s  not re comme nd the  Commis s ion
dea l with specia l a ccess  in this  proceeding. The  FCC has  not taken the  actions  it
ha s  re ga rding s witche d a cce s s  in the  a re na  of s pe cia l a cce s s . Fo r ALE CA's
me mbe r compa nie s , the  dispa rity be twe e n the ir intra s ta te  a nd inte rs ta te  spe cia l
a cce s s  ra te s  is  not a s  gre a t a s  be twe e n the ir intra s ta te  a nd inte rs ta te  switche d
a cce s s  ra te s . More ove r, be ca use  the  FCC's  rule s  cla s s ify de dica te d circuits  a s
wholly inte rs ta te  if te n pe rce nt or more  of the  tra ffic ca rrie d is  inte rs ta te , the  bulk
of the  specia l access  circuits  of ALECA's  member companies  a re  leased pursuant
to inte rs ta te  ta riffs . Thus, address ing specia l access  ra tes  in this  proceeding would
ne e dle s s ly prolong it a nd furthe r de la y a  much-ne e de d re vie w of s ta te  switche d
access rates.

What is your current recommendation to the Commission on now access charges
should be reformed?

ALECA RES P ONS E: P le a s e  re fe r to  ALE C A's  re s p o n s e  to  S ta ff"s
Updated Access Charge  Question No. 2 above.

Please update your response to the questions and issues contained in the 12-3-01
Procedural Order in Docket No. T-00000A-00-0672 to iN extent you feel trey
should be updated

ALECA RES P ONS E: ALECA doe s  not be lie ve  it is  ne ce s s a ry to upda te
its  responses to the  questions and issues conta ined in the  earlie r Procedura l Order.
ALECA's  current pos ition is  se t forth he re  in these  comments  and re sponses . Not
only ha ve  circums ta nce s  cha nge d in  the  inte rve ning ye a rs  s ince  the  e a rlie r
Procedura l Order, but ALECA's  membership has  a lso changed.

How would the FCC 's proceeding to reform intercarrier compensation affect the
ACC 's actions to reform intrastate access charges?

ALE C A RES P ONS E: ALECA recommends  the  Commiss ion dea l with the
wide  dis pa rity tha t pre s e ntly e xis ts  be twe e n intra s ta te  a nd inte rs ta te  s witche d
a cce s s  ra te s  without wa iting for the  FCC to promulga te  re vise d rule s  gove rning
inte rca rrie r compe nsa tion. The  is sue s  ALECA be lie ve s  mus t be  a ddre sse d ha ve
a ris e n a s  a  re s ult of pa s t FCC a ctions , a nd the re  is  little  doubt the  FCC will
con tinue  pu tting  downwa rd  p re s s ure  on  in te rs ta te  s witche d  a cce s s  ra te s .
Furthe rmore , mos t e xpe rie nce d FCC wa tche rs  a gre e  the  FCC will not ta ke

44.

3.

5.

6.

2089951.1 2



s ignifica nt a ction with re s pe ct to inte rca rrie r compe ns a tion until a fte r the  2008
e lections .

Do you believe that the carrier common line switched access charges ought to
exist? Please provide your rationale for your position on this matter.

ALECA RES P ONS E: ALECA cons ide rs  the  issues  ra ised by this  ques tion
a  pote ntia l dis tra ction from the  ce ntra l is s ue  of pre s e rving a nd promoting the
wide spre a d a va ila bility a nd a fforda bility of ba s ic loca l e xcha nge  se rvice  in rura l
Arizona . Ca rrie r common line  ("CCL") cha rge s  a re  us a ge -ba s e d a cce s s  ra te s
de s igne d to re cove r a  portion of the  cos ts  of providing ne twork a cce s s  line s .
Ne twork access  lines  connect landline  te lephone  subscribe rs ' to the  firs t switch in
the  ne twork, A long-s tanding deba te  in the  te lecommunica tions  indus try revolves
a round whe the r ne twork a cce ss  line  cos ts  va ry with usa ge , tha t is , va ry with the
numbe r a nd dura tion of ca lls . In principle , cos ts  tha t do not va ry with us a ge
s hould not be  re cove re d from us a ge -ba s e d cha rge s . In  re co g n itio n  o f th is
principle , the  FCC has  re~assigned his torica l access  line  costs , or in FCC parlance
"common line" cos ts , to the  fede ra l Unive rsa l Se rvice  Fund and provided for ra te -
of-re turn ca rrie rs  to recover these  costs  from the  Fund through Inte rs ta te  Common
Line  S upport ("ICLS ") a nd for price  ca p ca rrie rs  to re cove r the m via  Inte rs ta te
Acce ss  S upport ("IS "). Thus , in the  fa ce  of s ta ble  s ta te  a cce s s  ra te s , the  FCC's
policies  have  opened up a  wide  gap be tween intrasta te  and intersta te  CCL charges
a nd  le d  to  the  ince ntive s  tha t curre n tly th re a te n  the  ve ry re ve nue  s tre a ms
ALECA's  members  need to support bas ic loca l exchange  se rvice  in rura l Arizona .

Do you think that the notion of implicit subsidies ought to be a component of any
analysis :her ire Commission?

ALE C A RES P ONS E: As  with  the  de ba te  ove r the  prope r ro le  of CCL
charges , focus ing on the  notion of implicit subs idies  de tracts  from the  la rge r issue
of pre s e rving a nd promoting unive rs a l s e rvice . Whe the r or not cla s s ifie d a s
s ubs idie s , the re  is  little  que s tion tha t the  contribution from s witche d a cce s s
cha rge s  de fra ys  a  la rge  portion of the  cos ts  ALECA's  me mbe r compa nie s  incur
s upp lying  ba s ic  loca l e xcha nge  s e rvice  in  ru ra l Arizona . P re s e ntly, this
contribution is  implicit in intra s ta te  s witche d a cce s s  ra te  e le me nts . In  o the r
words , the  contribution switched access  ra te  e lements  make  toward the  recove ry
of ALECA's  me mbe rs ' tota l cos ts  is  not re a dily a ppa re nt on the ir cus tome rs '
re ta il bills . By moving the  burde n of this  contribution from s ta te  a cce s s  to the
AUS F, ALECA's  p ropos a l ma ke s  the  con tribu tion  ne e de d  to  p re s e rve  a nd
promote  unive rsa l se rvice  explicit.
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Do you believe that the AUSF ought to pick up any revenue reduction that may
occur as a result of the reform of access charges? Please provide the rationale
for your response.

ALECA RES P ONS E: Ye s . ALECA re comme nds the Commis s ion
provide  for the  re cove ry of the  re ve nue  de fic ie ncy p roduce d by a cce s s  cha rge
re form  from  the  AUS F. As  ALECA's  2006 White  P a pe r (a tta che d a s  Exhib it A)
emphas ize s , s upport from s ta te  acces s  revenues  is  s o grea t tha t s e tting intra s ta te
ra te s  e qua l to inte rs ta te  ra te s  in 2005 would ha ve  p roduce d a  de fic ie ncy la rge
e nough tha t ALECA me mbe r compa nie s ' re s ide ntia l loca l e xcha nge  ra te s  would
ha ve  doub le d on a ve ra ge  if the  de fic ie ncy ha d be e n s p re a d e ve nly a cros s  a ll
a cce s s  line s . It s e e ms  unlike ly loca l ra te  incre a s e s  of this  ma gnitude  could occur
in rura l Arizona  without je opa rdizing unive rs a l s e rvice .

10. If you believe that the AUSF ought to pick up any revenue reduction that may
occur as a result of the reform of access charges, what parameters would you
implement to determine what amount ought to be picked up by the AUSF?

ALE C A R E S P O NS E : ALEC A re com m e nds  the  C om m is s ion  p e rm it its
me mbe rs  to re cove r from the  AUS F the  full a mount of fore gone  intra s ta te  a cce s s
revenue  produced by acces s  re form.

11. How would you quanta the reductions? Please explain your response to include
items such as whether the A USF amount would be based on current year switched
access minutes, on current year access revenues, historical year access minutes,
historical year access minutes, etc.

ALEC A R ES P O NS E: The  a m oun t ALEC A's  m e m b e r c om p a n ie s  d ra w
from  the  AUS F s hould be  ba s e d on the  diffe re nce  be twe e n te s t-ye a r intra s ta te
s witched acces s  demand eva lua ted a t te s t-yea r intra s ta te  ra te s  and a lte rna tive ly a t
inters ta te  ra tes .

12. Provide an estimate of the e,,_,- v., -.----- .1 . * ,» .f
charges are reformed in the manner that you recommend to the Commission.

'cess

ALEC A R ES P O NS E: ALECA es tima ted the  e ffect on its  members ' a cce s s
re ve nue s  if in tra s ta te  s witche d  a cce s s  ra te s  we re  b roug ht in to  e q ua lity with
inte rs ta te  ra te s  in its  2006 White  P a pe r (a tta che d a s  Exhibit A.) The  White  P a pe r
conclude s  a s  follows  a t pa ge  9: "Ba s e d on 2005 da ta , the  a m ount of Arizona
unive rs a l s e rvice  s upport re quire d for this  s hift is  a pproxim a te ly $26.6 m illion
a nnua lly."

9.
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4.

13. For companies that provide access service, please provide the dollar amount of
revenues from intrastate switched access charges that you received by rate
element, by month, for ire period July 1, 2006 through June 30, 2007.

ALECA RES P ONS E: ALECA is  a n orga niza tion ma de  up of me mbe rs ,
a nd  the re  a re  s e ve ra l re a s ons  why ALECA ca nno t p rovide  the  re que s te d
informa tion us ing the  me thodology reques ted in the  ques tion. ALECA's  members
do not in the  norma l cours e  of bus ine s s  ke e p tra ck of re ve nue  by a cce s s  ra te
e lement as  the  question requests . Each member would have to compile  a  response
manually, and some members  would have  to engage  an outs ide  vendor to compile
the  informa tion for the m. In the  ca se  of some  ALECA me mbe rs , the  informa tion
for ma ny of the  months  re que s te d is  no longe r ma inta ine d in a  us a ble  billing
format but would require  re -forma tting even be fore  a  manua l compila tion process
could be gin. More ove r, ALECA would ha ve  to  pa y a n outs ide  cons ulta nt to
confidentia lly ga ther the  information from each member and aggrega te  the  results .
The  e ntire  proce s s  of confide ntia lly compiling, ga the ring a nd a ggre ga ting the
requested information would take  up to three  months .

Th e re fo re ,  ALECA wo u ld  p ro p o s e  p ro vid in g  in fo rma tio n  u s in g  th e  s a me
me thodology tha t it use d in its  2006 White  P a pe r (a tta che d a s  Exhibit A) which
utilize s  re ve nue  pe r minute  a s  a  s urroga te  a nd could ma ke  this  informa tion
a va ila b le  in  a pproxima te ly 30  da ys  if S ta ff a gre e s  tha t th is  is  a n  a de qua te
subs titute . ALECA will conta ct S ta ff to discuss  this  furthe r.

1 4 . For companies that purchase access service, please provide the dollar amount of
the payments for switched access charges that you made (by company, rate
element, and by month)for the period July I, 2006 through June 30, 2007.

ALECA RES P ONS E: Not a pplica ble .

15. Should additional considerations be taken into account wren restructuring and/or
setting access charges for small rural carriers? Please explain your response.

ALECA RES P ONS E: At this time , ALE CA has no a dditiona l
considera tions  tha t it recommends the  Commission take  into account when se tting
access charges for small, rural carriers except as se t forth in these  responses.

1 6 . Please comment on any other issues you believe may be relevant to the
Commission 's examination of intrastate access charges.

ALECA RES P ONS E: ALECA ha s  no is s ue s  othe r tha n thos e  s e t out in
these  comments  tha t it wishes to ra ise  a t this  time.
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17. Are there any other issues besides the rate restructuring and costing issues raised
herein that should be addressed by the Commission in this Docket?

ALECA RES P ONS E: ALECA has no issues  other than those  it has  se t out
in these  comments  tha t it wishes  to ra ise  a t this  time .

18. Are there other State proceedings and/or decisions that you would recommend the
Commission examine in this docket? Please attach any relevant State commission
decisions to your comments.

ALECA RES P ONS E: In s o fa r a s a cce s s  re form in  o th e r states is
conce rne d, ALECA re comme nds  the  Commis s ion e xa mine  the  Ne w Me xico
Rura l USF rule , which is  a ttached a s  Exhibit C.

19. Ume of the stated objectives of the Qwest Price Cap Plan was to achieve parity
between interstate and intrastate access charges. Is this something that should be
looked at by the Commission in this proceeding?

ALECA RES P ONS E: Yes . ALE C A re c o mme n d s  th a t its  me mb e r
compa nie s ' intra s ta te  a cce s s  ra te s  be  brought into e qua lity with the ir inte rs ta te
ra tes  a t an appropria te  point in time . ,

20. Parties who desire that switched access charges be reformed often state that
switched access charges in general, and the CCL rate element in particular,
contain implicit subsidies. Do you agree with this statement? Please provide an
explanation of the rationale for your position, including any computations that
you might have made.

ALECA RES P ONS E: P le a s e  re fe r to  ALE C A's
Updated Access Charge Questions Nos. 7 and 8 above.

re s pons e  to S ta ff" s

21. Do you believe that the Commission should quanta implicit subsidies:
a. At all?
b. As part of this proceeding?
c. As part of proceedings that address each carrier individually?

ALECA RES P ONS E: P le a s e  re fe r to  ALE C A's
Updated Access Charge  Questions Nos . 7 and 8 above.

re s p o n s e  to  S ta ffs

22. If you believe that the Commission should quanty§ implicit subsidies, what is the
appropriate cost standard to be used to determine whether access charges are
free of implicit subsidies?

ALECA be lieves  it is  not only unnecessa ry but a lso
counte rproductive  to a ttempt to quantify implicit subs idie s .
ALE C A RES P ONS E:
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23. What issues do you believe should be addressed in a proceeding to determine
whether and to what extent intrastate access charges ought to be reformed?

ALECA RES P ONS E: The  ce ntra l is s ue  in  th is  p roc e e d ing is  th e
pre s e rva tion and promotion of ba s ic loca l exchange  s e rvice  in rura l Arizona  in
light of the  threa t tha t the  wide  disparity be tween intras ta te  and inters ta te  access
rates  poses  to the revenue s treams traditionally relied upon to support that service.

24. Do you believe that there is a deference in the costs of providing interstate
switched access service versus intrastate-switched access service? In your
response, please include a description of now costs are defined in your response
and how those costs relate to costs allocated to the intrastate jurisdiction under
the FCC 's current rules.

ALECA RES P ONS E: ALECA's member companies use the same
fa cilitie s  the y us e  to provide  inte rs ta te  s witche d a cce s s  s e rvice s  whe n the y
provide intras tate  access  services , therefore, their cos ts  of providing both types  of
service per minute of use should be identical under the same circumstances .

25. Should the Commission address CLEC access charges as part of this Docket?

ALECA RES P ONS E: ALECA be lie ve s  the  prima ry focus  of this  docke t
should be  preserving and promoting the  widespread ava ilability and a ffordability
of ba s ic  loca l e xcha nge  s e rvice  in rura l Arizona . Howe ve r, ALECA is  not
opposed to address ing the CLEC access  charges  in this  Docket, provided doing so
does  not detract from the primary focus .
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The  Ca s e  for Arizona  Acce s s  Cha rge  Re form

By the Arizona Local Exchange Carrier Association

Introduction

In toda y's  world, innova tion in te le communica tions  s e e ms  commonpla ce . Eve ry

week the re  is  a t le a s t one  innova tion or product re lea sed intended to amaze  and dazzle

consumers. Eve n in the  a re a  of te le communica tions  re gula tion, cha nge s  a ppe a r a t a

re la tive ly ra pid pa ce . The  Te le communica tions  Act of 1996 us he re d in  a  s e rie s  of

re forms  inte nde d to provide  a nd e nha nce  te le communica tions  s e rvice s . S ince  tha t

watershed Act was passed, more  a ttention than ever has been focused on the  charges long

dis tance  ca rrie rs  pay loca l exchange  ca rrie rs . These  charges  a re  intended to compensa te

loca l e xcha nge  ca rrie rs  for a cce ss  to the ir ne tworks  in the  origina tion a nd or te rmina tion

of long dis ta nce  ca lls . The  conce pt of a cce s s  cha rge s  s e e ms  s imple  e nough - long

dis ta nce  us e s  loca l ca rrie rs ' fa cilitie s  a nd it is  re a s ona ble  for long dis ta nce  ca rrie rs  to

compe ns a te  loca l ca rrie rs  fo r the ir ne twork us e . Wh ile  s imp le  in  co n ce p t,  th e

deve lopment of access  charges , both for inte rs ta te  long dis tance  and long dis tance  to and

from cus tomers  in Arizona , has  a  complex his tory.

The  me mbe rs  of ALECA cons is t of e le ve n (1 1) inde pe nde nt loca l e xcha nge

ca rrie rs  (LEC) ope ra ting in Arizona ,' plus  thre e  triba l compa nie s ALECA me mbe rs

se rve  sma ll towns  a nd rura l a re a s  of Arizona , a nd a ll a re  rura l ca rrie rs  a s  de fine d by the

Fe de ra l Communica tions  Commis s ion (FCC). All non-triba l ALECA me mbe rs  a re

re gu la te d  by the  Arizona  Corpora tion  Commis s ion  (ACC) fo r in tra s ta te  a c tivitie s ,

including s ta te  access  cha rges . The  ACC re gula te d ALECA me mbe rs  s e rve  187,500

I The members of ALECA include: Accipiter Communications, Arizona Telephone Co., Citizens
Utilities Rural, Copper Valley Telephone, CTC White Mountains, Midvale Telephone Exchange, Inc.,
Navajo Communications Company, South Central Utah Telephone Association, Southwestern Arizona
Tel., Table Top Telephone Company, Inc. and Valley Telephone Cooperative, Inc..
2 The ALECA tribal members include: Fort Mojave Telephone Company, San Carlos Apache
Telecom Utility, Inc., and Toho ro O'Odham Utility Authority.
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line s  throughout the ir Arizona  communitie s . In contra s t to Qwe s t which s e rve s  ove r

2,450,000 line s  in Arizona ,3 the  ALECA members ' financia l surviva l depends  on acce ss

charges. S ma ll loca l e xcha nge  ca rrie rs  ge ne ra lly re ly on thre e  re ve nue  s tre a ms  to

ma inta in the ir via bility: loca l se rvice  re ve nue s , unive rsa l se rvice  supports , a nd inte rs ta te

and s ta te  access  cha rge  revenues . Acce s s  cha rge s  a nd unive rsa l s e rvice  re pre se nt a

s ignificant ma jority of revenues  rece ived by rura l ca rrie rs . Thus , the  necess ity of Arizona

a cce s s  re form for the  ALECA me mbe rs  a nd our cus tome rs  is  pa ra mount. Eve n though

the  ALECA me mbe rs ' cus tome r ba se  is  sma ll in compa rison to those  cus tome rs  se rve d

by Qwe s t, the  ALECA me mbe rs ' cus tome r ba se  is  dis tinctive ly rura l, some time s  re mote ,

and hence  te lecommunica tions  se rvices  a re  even more  critica l for consumers , businesses

a nd e me rge ncy s e rvice s . Furthe r be ca us e  it cos ts  thre e  to four time s  a s  much for our

rura l cus tome rs  to pla ce  intra s ta te  ca lls , our cus tome rs , who a re  more  like ly to ne e d to

place  such calls , a re  disadvantaged.

The  business  circumstances  surrounding s ta te  access  charges  in Arizona  compels

imme dia te  re form. Cons ide r for e xa mple , the  dis pa rity be twe e n a cce s s  cha rge s  for

inte rs ta te  ca lls  ve rsus  access  cha rges  for Arizona  ca lls . Based on recent 2005 da ta  from

the  ALECA me mbe rs , the  a ve ra ge  a cce ss  cha rge  for inte rs ta te  long dis ta nce  is  $00255

per minute  of use , compared with the  average  access  charge  .for Arizona  long dis tance  of

380.1193 pe r minute  of use . This  re pre s e nts  a n a ve ra ge  $0.0939 pe r minute  of us e

diffe re nce  in price  for the s e  two s imila r, if not ide ntica l s e rvice s . The  price  diffe re nce

between Arizona  and intersta te  access charges crea tes  an unstable  business environment.

The  ins ta bility is  se e n mos t vividly whe n ca rrie rs  who mus t pa y the se  cha rge s  a re  give n

the  ince ntive  to s e e k wa ys  to a void pa yme nt of the  Arizona  cha rge s . Th is  type  o f

re gula tory a rbitra ge  is  not he a lthy for the  indus try a nd fue ls  the  unce rta inty ALECA

members  must face  in today's  climate  of change .

Consumers  of te le communica tions  typica lly fa il to educa te  themse lve s  about the

inne r workings  of te lecommunica tions  regula tions . Thus  when they see  the  cos t to make

a  long dis tance  ca ll through one  of the  ALECA members , compared to the  cos t to make  a

3 Phone Lines  2006, JSI Capita l Advisors , LLC, Manches ter New Hampshire (2006).
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VoIP  ca ll, the y a re  more  like ly to que s tion the ir se rvice  from the ir loca l phone  compa ny

The  ALECA members  a re  forced to compete  with these  se rvice  providers  and consumers

drive n by price  diffe re nce s , opt for s e rvice s  tha t a re  le s s  re lia ble  a nd ofte n la ck critica l

e me rge ncy s e rvice s . Thus  ALECA me mbe rs  a nd Arizona 's  rura l te le communica tions

consumers are  disadvantaged by the sta te 's  antiquated access ra te  levels

The  ALECA me mbe rs  propos e  a  p la n  tha t would  re form Arizona 's  s witche d

a cce s s  cha rge s . In this  white  pa pe r, ALECA me mbe rs  s e e k to e xpla in the  imme dia te

necess ity of re form in Arizona  s ta te  access  cha rges  in orde r to prese rve  and promote  the

ava ilability of te lecommunica tions  se rvices  throughout the  s ta te

Inte rs ta te  Access  Reform

The  Fe de ra l Communica tions  Commiss ion (FCC) ha s  ta ke n s ignifica nt s te ps  to

re form inte rs ta te  a cce s s . S ta rting  with  the  la rge r loca l e xcha nge  ca rrie rs  (LECs )

regula ted under inte rs ta te  price  cap regula tion, the  FCC adopted a  re form plan sponsored

by the  Coa lition  fo r Afforda b le  Loca l a nd  Long  Dis ta nce  S e rvice  (CALLS )." The

CALLS  pla n wa s  de s cribe d by the  FCC a s  its  a tte mpt to  "undo the  Gordia n knot of

de te rmining the  a ppropria te  le ve l of inte rs ta te  a cce s s  cha rge s  a nd conve rting implicit

s ubs idie s  in inte rs ta te  a cce s s  cha rge s  into e xplicit, porta ble , a nd s ufficie nt unive rs a l

se rvice  support."5 Re levant provis ions  of the  CALLS plan a re  tha t it increased subscribe r

line  cha rge  (S LC) ca ps , re duce d s witche d a cce s s  cha rge s , re move d $650 million of

implicit s upport conta ine d in a cce s s  cha rge s  a nd cre a te d a n e xplicit unive rs a l s e rvice

progra m funde d a t this  sa me  le ve l. In e xcha nge  for the se  re forms  tha t la rge ly be ne fite d

the  long dis tance  ca rrie rs , the se  ca rrie rs  committed to flow through reductions  in acce ss

ra tes  to cus tomers  over the  life  of the  plan

See In the Matter of Access Charge Reform. Price Cap Performance Review for Local Exchange
Carriers, Low-Volume Long-Distance Users, Federal-State Joint Board on Universal Service,Sixth Report
and Order. Federal Communications Commission, FCC 00-193, May 31, 2000. (CALLS Plan)
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In a ddition to the  CALLS  pla n re form for price  ca p ca rrie rs , the  FCC a dopte d

re forms  for ra te  of re turn ca rrie rs  unde r the  Multi-As s ocia tion Group (MAG) P la n." The

FCC's  a ction a dopting portions  of the  MAG pla n we re  motiva te d to "bring the  Ame rica n

public be ne fits  of compe tition a nd choice  by ra tiona lizing the  a cce s s  ra te  s tructure  a nd

driving  pe r-minu te  ra te s  towa rds  lowe r, more  cos t-ba s e d  le ve ls , while  fu rthe ring

unive rs a l s e rvice  goa ls ."7 Re le va nt fe a ture s  of the  MAG P la n include : incre a s e d S LC

ca ps  for ra te -of-re turn ca rrie rs , migra tion of re ve nue s  re ce ive d from the  ca rrie r common

line  cha rge s  to a n e xplicit unive rs a l s e rvice  progra m a nd re form of loca l s witching a nd

transport ra te  s tructures  to re flect more  the ir costs  basis

All told. the  FCC's  re form of switche d inte rs ta te  a cce s s  cha rge s  ha s  cre a te d a n

environment whereby inte rs ta te  access  ra te s  a re  fa r lower than exis ting Arizona  switched

access  cha rges . As  mentioned ea rlie r, currently the re  is  nea rly a  10 cent price  pe r minute

diffe rentia l be tween inte rs ta te  access  and Arizona  access . The  reason for this  dispa rity is

due  to the  fact tha t the  inte rs ta te  access  regime has undergone  s ignificant re form in recent

yea rs . These  inte rs ta te  access  re forms have  migra ted portions  of inte rs ta te  access  cos ts

from pe r minute  of us e  re cove ry from the  in te re xcha nge  long  d is ta nce  ca rrie rs  to

increases  in the  subscribe r line  cha rge  and the  e s tablishment of and increases  to fede ra l

unive rsa l se rvice  programs. Critica lly, these  changes  have  been pe rformed on a  revenue

ne utra l ba s is  for ra te  of re turn ca rrie rs  without re quiring a  ra te  ca s e , the re by a llowing

the se  ca rrie rs  to pre se rve  a nd a dva nce  the  de live ry of te le communica tions  s e rvice s  to

the ir cus tomers

Intras ta te  Access  Reforms

See In the Matter of Multi-Associa tion Group (MAG) P lan for Regula tion of Inters ta te Services  of
Non-Price Cap Incumbent Local Exchange Carriers  and Interexchange Carriers , Federa l-Sta te Joint Board
on Universa l Service, Access  Charge Reform for Incumbent Local Exchange Carriers  Subject to Rate-of-
Return Regula tion, Prescribing the Authorized Rate of Return for Inters ta te Services  of Loca l Exchange
Carriers , Second Report and Order, Federa l Communica tions  Commiss ion, FCC 01-304, November 8
2001. (MAG P la n)

I d
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While  a ctions  a t the  FCC ha ve  re forme d inte rs ta te  a cce s s , Arizona 's  a cce s s

cha rge  re gime  re ma ins  la rge ly untouche d by re form. In ma ny ins ta nce s  the  ALECA ra te

le ve ls  a nd ra te  s tructure s  we re  e s ta blishe d in the  e a rly 1990s . Due  to compe titive  a nd

re gula tory pre s s ure s , ALECA me mbe rs  be lie ve  it is  time  for Arizona  to re form its  s ta te

switched access charge regime

Othe r s ta te s  a round the  na tion ha ve  ma de  s imila r re forms . Ne w Me xico , fo r

e xa mple , re ce ntly re forme d its  s ta te  s witche d a cce s s  re gime  by re ducing pe r minute

cha rges , re forming its  antiqua ted ra te  s tructure  and e s tablishing a  s ta te  unive rsa l se rvice

progra m to pe rmit ca rrie rs  to re cove r the ir cos ts  in a  re ve nue  ne utra l ma nne r. Ne w

Mexico has  re formed both its  s ta te  access  ra te  s tructure  and ra te  leve l to mirror inte rs ta te

ra tes . This  re duction in s ta te  a cce s s  re ve nue s  is  re cove re d through a  s ta te  unive rs a l

s e rvice  progra m a mounting to a pproxima te ly $22 million a nnua lly. The  Ne w Me xico

re form e ffort is  funded by a  surcharge  on a ll intras ta te  re ta il te lecommunica tions  revenue

This  pe rce nta ge  surcha rge  is  3.32 pe rce nt. The  Ne w Me xico re form wa s  a  re ve nue

ne utra l shift of switche d a cce ss  re ve nue s  to the  Ne w Me xico unive rsa l se rvice  progra m

Dis burs e me nts  o f the  fund  a re  porta b le  unde r ce rta in  cond itions , fo r e xa mple , a

compe titive  ca rrie r s e e king dis burs e me nt from the  Ne w Me xico 'fund mus t provide  the

Commiss ion a  support leve l based on its  own cos ts . Othe r s ta te s  have  pe rformed s imila r

re form e fforts  in keeping pace  with inte rs ta te  re form e fforts

In its  e xa mina tion of re form jus t a fte r pa ssa ge  of the  Te le communica tions  Act of

1996. the  Fe de ra l S ta te  J oint Boa rd on Unive rs a l S e rvice  s ta te d: "the  ons la ught of

compe tition in the  loca l ma rke t is  like ly to e rode  the  a bility of s ta te s  to fund unive rs a l

s e rvice  through implicit s upport me cha nis ms . S ta te s  pos s e s s  the  juris diction a nd

re spons ibility to a ddre ss  the  implicit support is sue s  through a ppropria te  ra te  de s ign a nd

States  with exis ting high cos t USF programs with a  s ta te access  reform component include but are
not limited to: New Mexico, Texas , South Carolina , Georgia , Pennsylvania , Idaho, Oregon and
Washington
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*othe r mechanisms  within a  s ta te ..

of intrasta te  funding meehanis1ns."9

S ta te s  should bea r the  re spons ibility for the  des ign

In pa rtia l re sponse  to marke t trends , s ta te  re forms a ttempt to ha rmonize  the  s ta te

a cce s s  ra te  le ve ls  a nd ra te  s tructure s  with the  e quiva le nt inte rs ta te  offe ring. The  FCC

recognizes  the  need to ha rmonize  inte rs ta te  and intra s ta te  access  regimes . In its  Furthe r

Notice  of P roposed Rulemaking on inte rca rie r compensa tion re leased March 3, 2005, the

FCC es tablished the  need to re form inte rca rrie r compensa tion tha t is  currently gove rned

by a  comple x sys te m of me cha nisms  tha t dis tinguish a mong diffe re nt type s  of ca rrie rs

and diffe rent types  of se rvices  based on regula tory cla ss ifica tions . The  FCC s ta te s  these

"a rtificia l dis tinctions  dis tort the  te le communica tions  ma rke ts  a t the  e xpe nse  of he a lthy

compe tition."I0

Cha nge s  to  the  unive rs e  of inte rca rrie r compe ns a tion me cha nis ms  will ta ke

cons ide ra ble  time  a nd e ne rgy. One  compre he ns ive  re form propos a l now be ing

cons ide re d be fore  the  FCC is  the  Mis soula  P la n.H The  prospe cts  of the  Mis soula  P la n

be fore  the  FCC a re  not cle a r. The  ALECA me mbe rs  unde rs ta nd tha t AT&T, a  la rge

s upporte r o f the  p la n , now s ugge s ts  tha t fe de ra l le g is la tion  will be  ne ce s s a ry to

implement the  plan. If true , the  Missoula  P lan will not be  implemented in the  fore seeable

future . Othe r a s pe cts  of the  Mis s oula  P la n will like ly ge ne ra te  cons ide ra ble  de ba te

leading to further uncerta inty about the  future  of the  plan.12

In re s pons e  to  the  Monta na  P ublic S e rvice  Commis s ion inquiry into  ma tte rs

conce rning inte rca rrie r compe ns a tion, the  Monta na  Te le communica tions  As s ocia tion

s ta te d: "the  diffe re nce s  in intra s ta te  a nd inte rs ta te  a cce s s  cha rge s  ca n no longe r be

Federal-State Joint Board on Universal Service,Second Recommended Decision, 13 FCC Red
24744 (1998) at 25-26.
10 In the Matter of Developing a Unified Intercarrier Compensation Regime, Federal
Communications Commission, Further Notice of Proposed Rulemaking, FCC 05-33, Mar. 3, 2005, at 15.
11 See Notice of Written Ex Parte in the Matter of Developing a Unified Intercarrier Compensation
Regime, Federal Communications Commission, National Association of Regulatory Utility
Commissioners, July 24, 2006. The FCC released a Noticefor Comment on the Missoula Plan on July 25,
2006, DA 06-1510, initial comments are scheduled to be tiled on October 25, 2006.
12 One issue of considerable debate will be the development and funding of the restructure
mechanism: whether it will be part of the interstate access regime or part of federal universal service.

9
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c

s us ta ine d in  a  compe titive  e nvironme nt, e s pe cia lly whe re  te chnology ha s  e na ble d

te le phone  ca lls  to circumve nt a cce s s  cha rge s  a ltoge the r" a nd providing a s  a n e xa mple

tha t "intra -MTA wire le s s  tra ffic is  subje ct to re ciproca l compe nsa tion a nd is  re spons ible

for s ignifica nt re duction in loca l e xcha nge  ca rrie r intra s ta te and tha t

"VoIP  tra ffic curre ntly a voids  a cce ss  pa yme nts  a ltoge the r."13

obse rva tion and be lieves  tha t the  pace  of marke t changes  necess ita te s  prompt action in

Arizona . Without a ction ove r time  the re  will be  a n incre a s e d burde n on e nd-us e r

cus tome rs  be ca use  e nd-use r cus tome rs  will be a r a n incre a se d cos t burde n, which le ft

unchecked will like ly ra ise  a ffordability is sues  in rura l a rea s .

access  revenues"

ALECA a gre e s  with this

Recognizing the  immedia te  necessity to re form Arizona  access  ra te  leve ls  and ra te

s tructure s , the  ALECA members  have  cons ide red a ll of the  informa tion ava ilable  to them

and propose  tha t Arizona  re form intra s ta te  access  us ing a  clea r and de fined time line  not

de pe nde nt on  the  va ga rie s  of pote ntia l re form a t the  Fe :."* In  th is  ve in ,  ALE CA

proposes  Arizona  Access  Charge  Reform.

Arizona  Access  Re form

To be tte r outline  the  mechanics  of Arizona  access  re form for ALECA members ,

ALECA has  ga the red information from its  e leven regula ted members . These  da ta  pe rmit

ALECA to ca lcula te  the  composite  inte rs ta te  access  ra te  per minute  of use  and compare

this  ra te  to the  equiva lent intras ta te  composite  access  ra te  per minute  of use . Prior to

examining the  specifics  of access  re form, however, ALECA be lieves  it prudent to

provide  some  descriptive  informa tion rega rding the  ALECA members .
l

Comments of the Montana Telecommunications Association, Inquiry into Matters Concerning
Intercarrier Compensation, Utility Division, Docket No. D2004.5.84, Second Notice of Inquiry and Notice
of Public Workshop, Montana Public Service, June 17, 2005.
in The Missoula Plan as it is now proposed accommodates reform measures implemented by
individual states through a provision labeled the Early Adopter Fund. Thus, immediate reform of Arizona
access may be implemented with less concern about whether Arizona reform will be preempted by future
federal actions.

13
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As was noted ea rlie r, ALECA members  se rve  approximate ly 187,500 access  lines

in Arizona . The  la rge s t ALECA me mbe r is  Citize ns  Utilitie s  Rura l a nd the  sma lle s t

ALECA me mbe r is  Accipite r Communica tions . The  me dia n for the  ALECA me mbe rs  is

4,522 access  lines . Despite  the  small s ize  in access  lines , the  ALECA members  se rve  a

cons ide ra ble  portion of Arizona . All told, the  ALECA me mbe rs  ca n be  ge ne ra lly

characterized as  rura l te lephone  carrie rs .

The  ALECA me mbe rs ' ba s ic re s ide ntia l monthly se rvice  ra te  is  in line  with

na tiona l average  res identia l ra tes . Da ta  from the  FCC show tha t in 2004 the

representa tive  monthly charge  for re s identia l se rvice  was  $14.53 pe r month.I5 The

average  cha rge  for re s identia l se rvice  for ALECA members  is  $14.09 pe r month. These

amounts  do not include  surcharges  or taxes . These  da ta  suggest tha t ALECA members

are  currently providing res identia l se rvice  a t a  ra te  comparable  to the  na tiona l average

ra te  for re s identia l se rvice ,

With this  bas ic informa tion in mind, we  now examine  the  composite  inte rs ta te

access  ra te  for a  minute  of use . To compute  this  composite  average , tota l inte rs ta te

switched access  revenues billed by each member was divided by tota l inte rs ta te  switched

access  minutes  origina ted or te rmina ted by each member during 2005. This  method

accounts  for the  various  diffe rences  in transport routes  and best re flects  the  ra te  for which

ALECA members  charge  for inte rs ta te  access  se rvice .l6 As a  bas is  for comparison, the

na tiona l average  per minute  ra te  for switched access  for ra te  of re turn carrie rs  is

approximate ly $0.0170 per minute .17 The  ALECA average  inte rs ta te  composite  access

charge  is  $8.0255 per minute  of use . The  diffe rence  be tween the  ALECA average  and

the  na tiona l average  re flects  diffe rences in transport costs  and the  various banding

placements  for loca l switching ra te s .

15 Trends in Telephone Service, Federal Communications Commission, April 2005. (This report is
the most recent report available on the FCC website: www.fcc.gov/wcb/iatd/trends.htlml
16 Any differences in originating and terminating access rates are not captured with this approach
because total switched access revenues is divided bY total originating plus total terminating interstate
switched access minutes.
17 The Missoula Plan uses this rate in estimating its recommended reform measures. See The
Missoula Plan for Intercarrier Compensation Reform, Appendix D, page l 10.
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The average  intrasta te  composite  switched access  ra te  for ALECA members  is

$0.1193 pe r minute  of use . A la rge r portion of the  diffe rence  be tween $0.1193 and

$0.0255 is  due  to the  s ignificant re forms made  by the  FCC in recent years  and not due  to

any diffe rences in cost be tween providing inters ta te  and intrasta te  access .18 A la rge

portion of the  $009390 diffe rence  in ra te s  represents  pas t public policy decis ions  to have

intras ta te  access  charges  support part the  a ffordability of loca l exchange  service  for

res idents  in Arizona . This  nea rly 10 cent pe r minute  diffe rence  is  not sus ta inable  due  to a

varie ty of reasons . Foremost among them is  the  fact tha t customers  now have  options  to

avoid paying the  higher Arizona  access  charges  through a  va rie ty of means  - bypass  with

wire le ss  provide rs  and or VoIP  provide rs .

In order to provide  immedia te  Arizona  access  ra te  re form, the  intras ta te  composite

ra te  needs  to be  a t the  leve l of the  inte rs ta te  composite  ra te . This  reduction, if taken in

isola tion would cause  s ignificant economic ha rdship on the  ALECA members  and may

cause  the  fa ilure  of these  ente rprises . This  type  of re form can only be  successful if

accompanied by a  revenue  offse t which preserves  revenue  neutra lity for rura l ca rrie rs .

To account for the  revenue  reductions in intras ta te  access , ALECA proposes  a  program

simila r to the  New Mexico program where  the re  was  a  revenue  neutra l shift be tween

intrasta te  access and a  sta te  universa l service  program. Based on 2005 data , the  amount

of Arizona  unive rsa l se rvice  support re quire d for this  shift is  a pproxima te ly $26.6 million

annua lly. This  amount is  ca lcula ted subtracting each ALECA member's  compos ite

inte rs ta te  ra te  from its  composite  intras ta te  ra te  and multiplying the  diffe rence  by annua l

2005 intras ta te  billed minutes . This  amount represents  an average  annua l support of

$17 l .73 pe r line , or $14.31 pe r line  pe r month. Without rece iving Arizona  unive rsa l

se rvice  support, the  average  monthly res identia l loca l se rvice  ra te  of $14.09 would double

.- possibly causing undue  economic hardship on customers , grea tly exceed the  na tiona l

comparable  ra te , and cause  significant ra te  shock on customers.

The composite interstate rate for NECA member companies has declined over 58 percent from
1998 to 2004, See Table /.4 Trends in Telephone Service, April 2005 and./uly I998, Federal
Communications Commission.

18
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Reform needs  to re flect the  fact tha t exis ting funding supports  in Arizona

intrasta te  access need to be  made explicit. Rather than undertake  a  de ta iled study of these

ra tes , it is  appropria te  to mirror the  inte rs ta te  ra te  leve ls  and ra te  s tructure , combined with

a  revenue neutra l s ta te  universa l service  program designed to recover these  lost revenues.

Currently Arizona  has  a  modest universa l se rvice  program tha t disburses  funds to

Frontie r White  Mounta ins  ...- a  very sparse ly popula ted rura l a rea  of the  s ta te . The

Arizona  Unive rsa l Se rvice  Fund (AUSF) uses  a  three -pa rt mechanism for funding which

include: a  per access  line  charge , a  per inte rconnecting trunk charge  (Category One) and

a  percentage  of intrasta te  toll revenue  (Category Two). These  three  mechanisms are

designed to capture  a  la rge  base  of support for AUSF purposes . The  contribution factors

for these  three  mechanisms a re : $0.00765l pe r line  pe r month, $0.0765 la  pe r trunk per

month and 0.2856 percent of intras ta te  toll revenues. .

Based on the  same re la tionship of the  current funding mechanisms,19 ALECA has

es tima ted wha t the  contribution factors  would be  to fully fund intras ta te  access  re form

with a  revenue  neutra l shift of revenues from intrasta te  switched access  revenue  to an

AUSF a cce ss  re form progra m." The  tota l a mount of funding re quire d for curre nt AUSF

and added ALECA access  re form is  e s tima ted to be  $27,364,650 annua lly. One  ha lf of

this  support comes  from Ca tegory 1 contributions . The  pe r line  ra te  would increase  to

$02720 per line  per month and the  trunk ra te  would increase  to 882.72 per trunk per

month, (This  es timate  is  based on reported 2006 lines  and a  constant re la tionship

be tween revenues  derived from lines  and those  derived from trunk charges .) The  other

ha lf of the  AUS F funding will continue  to come  from Ca te gory 2 contributions . The

intra s ta te  toll revenue  factor would be  10. l6 pe rcent. While  the  ca tegory 2 factor is

re la tive ly la rge , the  contributing ca rrie rs  would be  the  same carrie rs  see ing a  $26.6

million reduction in intra s ta te  access  cha rges  pa id to ALECA members . In tota l, the

ca tegory 2 ca rrie rs  should be  able  to reduce  the ir toll cha rges  to re flect a  $13.3 million

reduction in toll cha rges  and s till be  he ld ha rmless  with this  new contribution factor.

19 At the time of distribution of this paper, the underlying data to calculate these factors have been
requested of Staff by ALECA but not received. When actual data becomes available these estimates will
be updated as necessary.
20 While other funding for access reform exist, Ag., New Mexico uses a percentage of all intrastate
revenues, this paper only examines the existing mechanisms used for AUSF funding.
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Summary

Reform for Arizona 's  intras ta te  access  charge  regime  is  needed. The  current

regime  lends  itse lf to a rbitrage  due  to its  wide  va riance  with identica l inte rs ta te  se rvices

Arizona  has a  universa l service  program in place  tha t can be  used as  a  vehicle  for

intra s ta te  access  re form. S imila r re form e fforts  have  been taken in othe r s ta te s . Arizona

regula tors  have  the  ability to e ffectua te  this  re form without fede ra l inte rvention. In the

event tha t federa l inte rvention were  to change  regimes  in the  future  with the  adoption of

the  Missoula  P lan, it is  like ly the  e fforts  of Arizona  would be  accommoda ted within the

federal changes

Intras ta te  access  reborn is  necessary and immedia te  re f om can occur within the

exis ting AUSF framework.. Intra s ta te  access  re form will crea te  a  more  s table

environment whereby ALECA members  can prese rve  and promote  te lecommunica tions

se rvices  throughout the ir se rvice  te rritory and continue  to bring the  marve ls  of

te lecommunica tions  to the  citizens  of Arizona . Moreover, intra s ta te  access  ra te  re form

serves the  public inte rest and promotes  an equitable  regula tory regime

November 2, 2006
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R746 . Public Service Commission, Administration
R746-360 Universal Public Telecommunications Service Support

R746-360-1. General Provisions
Authorization Section 54~8b-15 authorizes the
to establish an expendable trust fund, known as the
Public Telecommunications Service Support Fund, the
service fund or the to promote

cost recovery and universal service by ensuring that
have access to basic telecommunications service at just

affordable rates consistent
of 1996

Purpose The purposes of these rules are
to govern the methods, practices and procedures by which
the USF is created, maintained, and funded by end-user

surcharges applied to retail rates
funds are collected for and disbursed from the USF to

qualifying telecommunications corporations so that they will
provide basic telecommunications service at just, reasonable and
affordable rates; and

to govern the relationship between the fund and the trust
fund established under 54-8b-12, and establish the mechanism for
the phase-out and expiration of the latter fund

c. Application of the Rules The rules apply to all retail
providers that provide intrastate public telecommunications
services

Commission
Universal
universal
equitable
customers
reasonable
Telecommunications Act

B

R746-360-2. Definitions
Affordable Base Rate (ABR) means the monthly per line

retail rates, charges or fees for basic telecommunications service
which the Commission determines to be just, reasonable, and
affordable for a designated support area The Affordable Base
Rate shall be established by the Commission The Affordable Base
Rate does not include the applicable USF retail surcharge
municipal franchise fees, taxes, and other incidental surcharges

Average Revenue Per Line means the average revenue for
each. access line computed. by dividing the sum of all revenue
derived from a telecommunications corporation "s provision of
public telecommunications services, including, but not limited to
revenues received from the provision of services in. both the
interstate and intrastate jurisdictions whether designated
retail wholesale or some other categorization, all revenues
derived providing network elements services
functionalities, required under Federal
Telecommunications Act of 1996, Pub. L. 104-104,110 Stat.56 or the
Utah, Telecommunications Refornm Act, Laws of Utah 1995, Chapter
269, all support funds received from the Federal Universal Service
Support Fund, and each and every other revenue source or support
or funding mechanism used to assist in recovering the costs of
providing public telecommunications services in a designated
support area by that telecommunications corporation' s number of
access lines in the designated support area



local
switched

flat-
service;

the geographic area used by a
calculating costs of public

will determine the
determining public

the difference between
which a qualifying

the gross fund
when the former

c. Basic Telecommunications Service ~- means a
exchange service consisting of access to the public
network; touch-tone, or its functional equivalent; local
rated, unlimited usage, exclusive of extended area
single-party service with telephone number listed free in
directories that are received free; access to operator services;
access to directory assistance, lifeline and telephone relay
assistance; access to 911 and E911 emergency services; access to
long-distance carriers; access to toll limitation services; and
other services as may be determined by the Commission.

D. Designated Support Area ~- means the geographic area used
to determine USF support distributions . A designated support
area, or "support area, " need not be the same as pa USF proxy
model ' s geographic unit. The Commission will determine the
appropriate designated support areas for determining USF support
requirements. Unless otherwise specified by the Commission, the
designated support area for a rate-of-return regulated Incumbent
telephone corporation shall be its entire certificated. service
territory located in the State of Utah.

E. Facilities-Based Provider -- means a telecommunications
corporation that uses its own f facilities, a combination of its own
f facilities and essential facilities or unbundled network elements
obtained from another telecommunications corporation, or a
telecommunications corporation which solely uses essential
f abilities or unbundled network elements obtained from another
telecommunications corporation to provide public
telecommunications services.

F. Geographic Unit -- means
USF proxy cost model for
telecommunications services. The Commission
appropriate geographic area to be used in
telecommunications service costs.

G. Net Fund Distributions -- means
the gross fund distribution to
telecommunications corporation. is entitled and
surcharge revenues collected. by that company,
amount is greater than the latter amount.

H. Net Fund Contributions -- means the
the gross fund distribution to Which
telecommunications corporation is entitled. and
surcharge revenues generated by that company,
amount is greater than the former amount.

I. Trust Fund -- means the Trust Fund established by 54-8b-

difference between
a qualifying
the gross fund
when the latter

12 o
J. USF Proxy Model Costs -- means the total,

jurisdictionally unseparated, cost estimate for public
telecommunications services, in a geographic unit, based on the
forward-looking, economic cost proxy model (s) chosen by the
Commission. The level of geographic cost disaggregation to be used
for purposes of assessing the need for and the level of USF
support within a geographic unit will be determined by the
Commission. These models shall be provided by the Commission by



January 2, 2001.
K. Universal Service Fund (USF o r fund)

Universal Public Telecommunications Service
established by 54-8b-15 and set forth by this rule.

-- means
Support

the
Fund

R746-360-3. Duties of Administrator.
A. Selection. of Administrator -- The Division. of public

Utilities will. be the fund. administrator. If the Division. is
unable to fulfill that responsibility, the administrator, who must
be a neutral third party, unaffiliated with any fund participant,
shall be selected by the Commission.

B. Cost of Administration. -- The cost of administration
shall be borne by the fund; unless administered by a state agency.

c. Access to Books -- Upon reasonable notice, the
administrator shall have access to the books of account of all
telecommunications corporations and retail providers, which shall
be used to verify the intrastate retail revenue assessed in an
end-user surcharge, to confirm the level of eligibility for USF
support and to ensure compliance with this rule.

D. Maintenance of Records -- The administrator shall
maintain the records necessary for the operation of the USF and
this rule.

E. Report Forms -- The administrator shall develop report
forms to be used. by telecommunications corporations and retail
providers to effectuate the provisions of this rule and the USF.
An officer of the telecommunications corporation or retail

. shall attest to and sign the reports to the
administrator.

F . . Administrator Reports -- The administrator shall file
reports with the Commission containing information on the average
revenue per line calculations, projections of future USF needs,
analyses of the end-user surcharges and Affordable Base Rates, and
recommendations for calculating them for the following 12-month
period. The report shall include recommendations for changes in
determining basic telecommunications service, designated support
areas, geographic units, USF proxy cost models and ways to improve
fund collections and distributions.

G. Periodic Review -- The administrator, under the direction
of the Commission, shall perform a periodic review of fund
recipients to verify eligibility for future support and to verify
compliance with all applicable state and federal laws and
regulations.

H. Proprietary Information -- Information received by the
administrator which has been determined by the Commission to be
proprietary shall be treated in conformance with Commission
practices.

I . Information Requested .-- Information requested kt the
administrator which is required to assure a complete review shall
be provided within 45 days of the request . Failure to provide
information within the allotted time period may be a basis for
withdrawal of future support from the USF or other lawful
penalties to be applied.

provider



R746-360-4 . Application of Fund Surcharges to Customer Billings
Commencement of Surcharge Assessments Commencing June

1, 1998, end-user surcharges shall be the source of revenues to
support the fund. Surcharges will be applied to intrastate retail
rates, and shall not apply to wholesale services

Surcharge Based on a Uniform Percentage of Retail Rates
The retail surcharge shall be a uniform percentage rate

determined and reviewed annually by the Commission and billed and
collected by all retail providers

c. Surcharge The surcharge to be assessed shall equal 0.5
percent of billed intrastate retail rates

R746-360-5 . Fund Remittances and Disbursements
Remitting Surcharge Revenues
Telecommunications corporations, not eligible for 'USF

support funds, providing telecommunications services subject to
USF surcharges shall collect and remit surcharge revenues to the
Commission within 45 days after the end of each month

Telecommunications corporations eligible for USF support
funds shall make remittances as follows

Prior to the end of each month, the fund administrator
shall inform each qualifying telecommunications corporation of the
estimated amount of support that it will be eligible to receive
from the USF for that month

b. Net fund contributions shall be remitted to the Commission
within 45 calendar days after the end of each month If the net
amount owed. is not received. by that date, remedies, including
withholding future support from the USF, may apply

The Commission will forward remitted revenues to the Utah
State Treasurer's Office for deposit in a USF account

Distribution. of Funds Net Fund distributions to
qualifying telecommunications corporations for a given month shall
be made 60 days after the end of that month, unless withheld for
f allure to maintain qualification or failure to comply with
Commission orders or rules

R746-360-6. Eligibility for Fund Distributions
A. Qualification

To qualify to receive USF support funds
telecommunications corporation shall be designated an eligible
telecommunications carrier pursuant to 47 U.S.C. Section 214 (e)
and shall be in compliance with Commission orders and rules . Each
telecommunications corporation. receiving support shall use that
support only to provide basic telecommunications service and any
other services or purposes approved by the Commission

Additional qualification criteria for Incumbent telephone
corporations In addition to the qualification criteria of R746
360-6A.1

Non-rate-of-return Incumbent telephone corporations
except Incumbent telephone corporations subject to pricing
flexibility pursuant to 54-8b-2.3 shall make Commission approved



public
change

corporation may

A telecommunications corporation
fund only if it

terms and conditions prescribed by the

f facilities-based
from the fund.

telecommunications
corporation's

equal

lines in the

designated support

telephone corporations

support

aggregate rate reductions for public telecommunications services,
provided in the State of Utah, equal to each incremental increase
in USF distribution amounts received after December 1, 1999.

b. Rate-of-return Incumbent telephone corporations shall
complete a Commission. review of their revenue requirement and

telecommunications services ' rate structure prior to any
in their USF distribution which differs from a prior USF

distribution, beginning with the USF distribution for December,
1999.

B. Rate Ceiling -- To be eligible, a telecommunications
not charge retail rates in excess of the

Commission determined Affordable Base Rates for basic
telecommunications service or vary from the terms and conditions
determined by the Commission for other telecommunications services
for which it receives Universal Service Fund support.

c. Lifeline Requirement --
may' qualify to receive distributions fronl the
offers Lifeline service on
Commission.

D. Exclusion of Resale Providers ...- Only
providers, will be eligible to receive support
Where service is provided through one
corporation' s resale of another telecommunications
service, support may be received by the latter only.

R746-360-7 . Calculation of Fund. Distributions in. Non-rate-of-
Return Regulated Incumbent Telephone Corporation Territories.

A. Use of Proxy Cost Models -- The USF proxy east model(s)
selected by the Commission and average revenue per line will be
used to determine fund distributions within. designated support
areas.

B. Use of USF Funds --Telecommunications corporations shall
use USF funds to support each primary residential line in active
service which it furnishes in each designated area.

c. Determination of Support Amounts --
l . Incumbent telephone corporation - Monies from the fund

will the numerical difference between USF proxy model cost
estimates of costs to provide residential Basic Telecommunications
Service in the designated support area and the product of the
Incumbent telephone corporation' s Average Revenue per line, for
the designated support area, times the number of Incumbent
telephone corporation's active residential access

area.
2 . Telecommunications corporations other than Incumbent

- Monies from the fund will equal the
Incumbent telephone corporation' s average residential access line

amount for the respective designated support area,
determined by dividing the Incumbent telephone corporation' s USF
monies for the designated support area
corporation's active residential access
support area,
number of active residential access lines.

by the Incumbent telephone
lines in the designated

times the eligible telecommunications corporal:ion's



Lifeline Support Eligible telecommunications
corporations shall receive additional USF funds to recover any
discount granted to lifeline customers participating in a
Commission approved Lifeline program, that is not recovered from
federal lifeline support mechanisms

Exemptions Telecommunications corporations may
petition to receive an exemption for any provision of this rule or
to receive additional USF support, for use in designated support
areas to support additional services which the Commission
determines to be consistent with universal service purposes and
permitted by law

R746-360-8 Calculation of Find Distributions in Rate-of-Return
Incumbent Telephone Corporation Territories

A. Determination of Support Amounts
1 . Incumbent telephone corporation Monies from the fund

will equal the numerical difference between the Incumbent
telephone corporation' s total embedded costs of providing public
telecommunications services, for a designated support area, less
the product of the Incumbent telephone corporation' s Average
Revenue Per Line, for the designated support area times the
Incumbent telephone corporation' s active access lines in the
designated support area

Telecommunications corporations other than Incumbent
telephone corporations Monies from the fund will equal the
respective Incumbent telephone corporation' s average access line
support amount for the designated support area determined by
dividing the Incumbent telephone corporation' s USF monies for the
designated support area by the Incumbent telephone corporation's
active access lines in the designated support area times the
eligible telecommunications corporation' s number of active access
lines in the designated support area

Lifeline Support Eligible telecommunications
corporations shall receive additional USF funds to recover any
discount granted to lifeline customers participating in a
Commission-approved Lifeline program, that is not recovered from
federal lifeline support mechanisms

Exemptions Telecommunications corporations may
petition to receive an exemption for any provision of this rule or
to receive additional USF support, for use in designated support
areas to support additional services which the Commission
determines to be consistent with universal service purposes and
permitted by law

R746-360-9 One-Time Distributions From the Fund
Appl ications One-Time Distributions

Telecommunications corporations, whether they are or are not
receiving USF funds under R746-360-7 or R746-360-8, potent ial
customers not presently receiving service because f faci l i ties are
not avai lable, or customers receiving inadequate service may apply
to the Commission for one-time distribut ions from the fund for
extension of service to a customer, or customers, not presently



for

placement, when

served or for amelioration of inadequate service
These distributions are to be made only in extraordinary

circumstances, when traditional methods of funding and service
provision are infeasible

One-time distributions will not be made
New subdivision developments
Property improvements, such. as cable

associated with curb and gutter installations; or
Seasonal developments that are exclusively vacation

homes
Vacation home is defined as: A secondary residence which

is primarily used for recreation and is unoccupied for a period of
four consecutive weeks per year

An application for a one-time distribution may be filed
with the Commission by an individual or group of consumers
desiring telephone service improved service
telecommunications corporation on behalf of those consumers, the
Division of Public Utilities or any entity permitted by law to
request agency action An application shall identify the
service (s) sought, the area to be served and the individuals or
entities that will be served if the one-time distribution is
approved

4 Following application's filing affected
telecommunications corporations shall provide engineering
facilities, costs, and any other pertinent information that will
assist in the Commission's consideration of the application

In considering the one-time distribution application, the
Commission. will examine relevant f acts including the type and
grade of service to be provided, the cost of providing the
service the demonstrated need for the service whether the
customer is within the service territory of a telecommunications
corporation, whether the proposed service is for a primary
residence, the provisions for service or line extension currently
available, and other relevant f actors to determine whether the
one-time distribution is in the public interest

Presumed Reasonable Amounts and Terms Unless otherwise
ordered by the Commission, the maximum one-time distribution will
be no more than $107 000 per customer for customers of rate-of
return regulated companies For customers of non-rate of return
companies, the maximum one-time distribution shall be calculated
so that the required customer payments would equal the payments
required from a customer of a rate~of-return regulated company
The Commission will presume a company' s service or line extension
terms and conditions reasonable, for a subscriber in connection
with one-time universal service fund distribution requests, if the
costs of service extension, for each extension, are recovered as
follows

1 For rate-of-return regulated Local Exchange Carriers who
request USF One-Time Distribution support for facility placement
The first $2, 500 of cost coverage per account is provided by the

company; and for cost amounts exceeding S2, 500 per account up to
two times the statewide average loop investment per account for



the
rate-of-return regulated telecommunication companies
determined annually by the Division of Public Utilities,
company will pay 50 percent of the costs of the project

For non-rate-of-return Local Exchange Carriers who
request USF One-Time Distribution support for f facility placement
the first $2, 500 of cost coverage per account is provided by the
company; and all other costs are shared between the customer and
the fund as provided herein

For projects that exceed $2,500 per account, but are
equal to or less than $10, 000 per account, the customer shall pay
25 percent of the costs that exceed $2,500 For projects that
exceed $10,000 per account, but are equal to or less than $20,000
per account, the customer shall pay 50 percent of the costs that
are greater than $10, 000 plus the previously calculated amount
For projects exceeding $20, 000 per account the customer shall pay
75 percent of the cost above $20,000 until the State Universal
Service Support Fund has paid the maximum amount as provided
herein, any project costs above that level will be paid for 100
percent by the customer

The State Universal Service Support Fund shall pay the
difference between the sum of the defined company contributions
plus customer contribution amounts and the total project cost up
to the maximum amount provided herein

Other terms and conditions for service extension shall be
reviewed by the Commission in its consideration of an application
and may be altered by the Commission in order to approve the use
of universal service funds through the requested one-time
distribution

C Combination of One-Time Distribution Funds with
Additional Customer Funds and Future Customer Payment Recovery

1 At least 51 percent of the potential customers must be
full-time residents in the geographic area being petitioned for
and must be willing to pay the initial up-front contribution to
the project as calculated by the Commission or its agent

Qualified customers in the area shall be notified by the
telecommunications corporation, of the nature and. extent of the
proposed service extension including the necessary customer
contribution amounts to participate in the project Customer
contribution payments shall be made prior to the start of
construction. In addition to qualified customers, the Local
Exchange Company needs to make a good f with effort to contact all
known. property owners within the geographic boundaries of the
proposed project and invite them to participate on the same terms
as the qualified customers Local Exchange Companies may' ask
potential customers to help in the process of contacting other
potential customers

3 New developments and empty lots will not be considered in
the cost analysis for USF construction projects unless the
property owner is willing to pay the per account costs for each
lot as specified in this rule

Potential , customers who are
participation the linedecline

notified
extension

and initially
project
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subsequently decide to participate, prior to completion of the
project, may participate in the project if they make a customer
contribution payment, prior to completion of the project, of 105
percent of the original customer contribution amount.

5 . For a period of five years following completion of a
project, new customers who seek telecommunications service in the
project area, shall pay a customer contribution payment equal to
110 percent of the amount paid by the original customers in the
project.

6 . The telecommunications corporation shall ensure that all
customer contribution payments required by R746-360-9(C) (3), (4),
and (5) are collected. Funds received through these payments
shall be sent to the universal service fund administrator. The
company is responsible for tracking and notification to the
Commission when the USF has been fully compensated. All monies
will be collected and reported by the end of each calendar year,
December 31st.

7 . For each customer added during the five-year period
following project completion, the telecommunications corporation
and new customers shall bear the costs to extend service pursuant
to the company' s service or line extension terms and conditions,
up to the telecommunications corporation' s original contribution
per customer for the project and the customer contributions
required by this rule. The company may petition the Commission
for a determination of the recovery from the universal service
fund and the new customer for costs which exceed this amount.

D. Impact of Distribution on Rate of Return Companies -- A
one-time distribution from the fund shall be recorded on the books
of a rate base, rate of return regulated LEC as an aid to
construction and treated as an offset to rate base.

E. Notice and Hearing -- Following notice that a one-time
distribution application has been filed, any interested person may
request a hearing or seek to intervene to protect his interests.

F. Bidding for Unserved Areas -- If only
telecommunications corporation is involved in the
distribution request, the distribution will be provided based
the reasonable and. prudent actual or estimated costs of
company. If additional telecommunications corporations
involved, the distribution will be determined on the basis
competitive bid. The estimated amount of the
distribution. will be considered in evaluating' each. bid.
distributions in that area will be based on the winning bid.

one
one - t me

o n
that
are

of a
one - time

Fund

R746-360-10.
Rates.

Altering the USF Charges and the End-User Surcharge

The uniform surcharge shall be adjusted periodically to
minimize the difference between amounts received by the fund and
amounts disbursed.

and Health CareR746-360-11. Support for Schools, Libraries ,
Facilities. Calculation of Fund Distributions .

The Universal Service Fund rules for schools I libraries and



health care providers, as prescribed by the Federal Communications
Commission in Docket 96-45, 97-157 Sections X and XI,
424 - 749, of Order issued May 8, 1996, and CFR Sections
through 54.623 inclusive, incorporated by this reference,
prescribed USF method that shall be employed in Utah.
shall be limited to funds made available through the
universal service fund program.

paragraphs
54.500
is the
Funding
federal

KEY: public utilities, telecommunications, universal service
Date of Enactment or Last Substantive Amendment: August 1, 2006
Notice of Continuation: November 25, 2003
Authorizing, and Implemented or Interpreted Law:
54-7-25; 54-7-26; 54-8b-12; 54-8b-15

54-3-1; 54-4-1:
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TITLE 17
CHAPTER 11
PART 10

PUBLIC UTILITIES AND UTILITY SERVICES
TELECOMMUNICATIONS
STATE RURAL UNIVERSAL SERVICE FUND

17.11.10.1 ISSUING AGENCY: New Mexico Public Regulation Commission, Utility Division
[17.11.10.1 NMAC - Rp, l7 NMAC 13.10.1, ll/30/05]

17.11.10.2 SCOPE: This rule applies to all entities that provide intrastate retail public telecommunication
services and comparable retail alternative services in New Mexico
[17.11.10.2 NMAC - Rp, 17 NMAC 13.102, ll/30/05]

17.11.10.3 STATUTORY AUTHORITY: Sections 8-8-4 and 63-9H-6 NMSA 1978
[17.11.10.3 NMAC _ Rp, 17 NMAC 13.10.3, ll/30/05]

17.11.10.4 DURATION: Permanent
[l7, l 1.10.4 NMAC - Rp, 17 NMAC 13.10.4, 11/30/05]

17.11.10.5 EFFECTIVE DATE: November 30, 2005, except where a later date is cited within a section
[17.11.10.5nmAc - Rp, 17 NMAC 13.10.5, ll/30/05]

17.11.10.6 OBJECTWE: The purpose of this rule is to provide procedures for administering and
implementing the New Mexico state rural universal service fund (fund), including the implementation of a specific
predictable and sufficient support mechanism that reduces intrastate switched access charges to interstate switched
access charge levels in a revenue-neutral manner and ensures universal service in the state
[l7.l 1.10.6 NMAC - Rp, 17 NMAC 13.10.6, ll/30/05]

17.1 I .10_7
used in this rule

A access line" means the connection of the end-user customer to the public switched network, and
is not limited to wireline or any other technology

administrator" means the person designated by the commission to administer the fund
basic local exchange rate"means an incumbent local exchange carrier's tariffed, monthly, flat

single-line rate charged to its retail customers for the provision of local exchange service
carrier" means an entity that provides intrastate retail public telecommunications services or

comparable retail alternative services in New Mexico
commercial mobile radio service (CMRS)" means a designation by the federal

communications commission for any carrier or licensee whose wireless network is connected to the public switched
telephone network or is operated for profit

commission"means the New Mexico public regulation commission
contributing company"means any carrier that provides intrastate retail public

telecommunications services or comparable retail alternative services in New Mexico
eligible telecommunications carrier (ETC)" means an entity with New Mexico operations that

provides retail telecommunications services that has been designated by the commission as eligible to receive
disbursements from the fund or from the federal universal service fund

exempt customer"means an end-user of telecommunications service that iS the state of New
Mexico, a county, a municipality or other governmental entity, a public school district, a public institution of higher
education, an Indian nation, tribe, or pueblo, a private telecommunications network, or a person eligible to receive
reduced rates under a low-income telephone assistance plan created by the federal government or the state of New
Mexico

DEFINITIONS: In addition to the definitions contained in Section 63-9H-3 NMSA 1978, as

"fund" means the state of New Mexico universal service fund established pursuant to, Section 63
9H-6 NMSA 1978 and this rule

historicalaccess rate" means the composite per-minute intrastate switched access charge in
effect for a carrier as of July l, 2005

historical collection factor" means the ratio, for calendar year 2004, of intrastate switched
access charge revenue collected by a carrier to its gross charges for intrastate switched access, except that the
historical collection factor may not exceed 1.0

17.11.10nmAc



M. "imputed benchmark revenue"means the difference between the affordability benchmark rates
established by the commission pursuant to this rule and the carrier's basic local exchange residential and business
rates in effect as of July 1, 2005, multiplied by the number ofbasic local exchange residential and business lines
served by the carrier as of December 31, 2004, imputed benchmark revenue shall not be less than zero,

N. "interexchange carrier (INC)" means an entity that provides intrastate toll services in New
Mexico,

O. "intrastate retail telecommunications revenue" means the revenue collected from the sale of
intrastate telecommunications services to end users, for voice over internet protocol (VOIP) and similar services, the
portion of total retail revenues attributable to intrastate retail telecommunications shall be equal to the proportion of
calls originating and terminating in New Mexico to all calls originating in New Mexico,

P. "intrastate retail telecommunications services" means services including, but not limited to, all
types of local exchange service, non-basic, vertical or discretionary services, also known as advanced features, or
premium services, such as, but not limited to, call waiting, call forwarding, and caller ID, listing services, directory
assistance services, cellular telephone and paging services, commercial mobile radio services, personal
communications services (PCS), both optional and non-optional operator services, wide area telecommunications
services (WATS) and WATS-like services, toll-free services, 900 services and other informational services,
message telephone services (MTS or toll, CENTREX, Centron and centro-like services, video conferencing and
teleconferencing services, the resale of intrastate telecommunications services, payphone services, services that
provide telecommunications through a New Mexico telephone number using voice over internet protocol (VOIP) or
comparable technologies, any services regulated by the commission, and such other services as the commission may
by order designate from time to time as equivalent or similar to the services listed above, without regard to the
technology used to deliver such services,

Q. "intrastate switched access charge" means a charge levied by a carrier for the availability and
use of its facilities for origination and termination of intrastate interexchange calls as contained in tariffs approved
by the commission,

R. "local exchange carrier (LEC)" means an entity that provides local exchange service in New
Mexico,

S. "New Mexico operations"means intrastate retail public telecommunications services and
comparable retail alternative services provided in New Mexico,

T. "New Mexico telephone number"means a North American numbering plan (NANP) number
that provides the ability to receive calls from the public switched telephone network, and is within an area code
designated to New Mexico or is a non-geographic numbering plan area (NPA) (e.g. 900) number associated with a
New Mexico physical address,

U. "rural area" means a local exchange carrier's study area that (1) does not include either: (a) any
incorporated place of 10,000 inhabitants or more, or any part thereof, based on the most recently available
population statistics of the bureau of the census, or (b) any territory, incorporated or unincorporated, included in an
urbanized area as defined by the bureau of census, (2) provides telephone exchange service, including exchange
access, to fewer than 50,000 access lines, (3) provides telephone exchange service to any local exchange carrier
study area with fewer than 100,000 access lines, or (4) has less than i5 percent of its access lines in communities of
more than 50,000,

V. "service area"means a geographic area established by the commission in accordance with
Section 214(e)(5) of the federal act (47 U.S.C. Section 214(e)(5)).
[17.11.10.7 NMAC - Rp, 17 NMAC 13.10.7, 11/30/05, A/E, 12/28/05]

17.11.10.8 REDUCTION OF INTRASTATE SWITCHED ACCESS CHARGES:
A. Effective April 1, 2006, a local exchange carrier's intrastate switched access charges may not

exceed its historical access rate, less one-third of the difference between its historical access rate and the composite
interstate switched access rate based on rates approved by the federal communications commission as of January l,
2006.

B. Effective January 1, 2007, a local exchange carrier's intrastate switched access charges may not
exceed its historical access rate, less two-thirds of the difference between its historical access rate and the composite
interstate switched access rate based on rates approved by the federal communications commission as oflanuary l,
2006.

C. Effective January l, 2008, a local exchange carrier's intrastate switched access charges may not
exceed the interstate switched access rates approved by the federal communications commission as of January l,
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2006, and its intrastate switched access elements and structure shall conform to the interstate switched access
elements and structure approved by the federal communications commission.

D. A local exchange carrier may reduce its intrastate switched access charges to interstate levels and
may adjust its intrastate elements and structure to confoml to interstate elements and structure more rapidly than the
minimum adjustments required by this section.

E. Prior to January 6, 2006, each local exchange carrier shall submit to the administrator and the
commission the schedule of its intrastate access charge rate reductions in conformity with this rule and shall submit
to the commission proposed tariff revisions reHecting the schedule of rate reductions and other changes necessary to
assure that, upon completion of the reductions, all tariffed intrastate switched access charge elements and structure
will match the tariffed interstate switched access charge elements and structure for that carry,er as of January 1, 2006.

F. With respect to any local exchange carrier that opts to phase in its intrastate access charge rate
reductions in conformity with the requirements of this section, any increase in its local residential and local business
exchange rates toward the affordability benchmark rates and the carrier's imputed benchmark revenue shall be
phased in on the same schedule as, and proportionately to, its intrastate access charge reductions.

G. The commission, on its own motion or on the motion of a party or the administrator, may order the
revision of a local exchange carrier's intrastate access charge rate reduction schedule.

H. Each local exchange carrier must advise the commission in writing of the method or combination
of methods that it elects and the timing of its revenue neutral recovery on or before January 6, 2006 and shall also so
advise the administrator within a reasonable time following commencement of the administrator's duties, each
carrier adjusting a local exchange rate pursuant to this rule shall timely file a revised tariff with the commission.

1. On or after May 1, 2008, the commission may, upon motion of a carrier or the administrator, or
upon the commission's own motion, authorize further intrastate switched access charge reductions for a carrier to
correspond to any changes in that carrier's tariffed interstate switched access service charge rates, elements or
structure subsequent to January 1, 2006.
[l7.1l.10.8 NMAC - n, 11/30/05, A/E, 12/28/05]

17.11.10.9 AFFORDABILITY BENCHMARK RATES:
A. The following residential and business rates are established as initial affordability benchmark rates

to be utilized in determining the level of support available from the fund:
(1) the initial residential benchmark rate shall be equal to Qwest's basic residential exchange rate

after Qwest's basic residential and business local exchange rates have been increased to compensate Qwest for its
revenue loss resulting from the intrastate switched access charge reductions required by this rule and the increases
applied to Qwest's residential and business rates in an equal per line amount, the rate used to determine the
residential benchmark shall be the fiat rated residential basic local exchange rate, excluding any extended area
service (EAS) rates, vertical services, toll or other additional features or services,

(2) the initial business benchmark rate shall be carrier-specitic and shall be equal to the existing
business basic exchange rate of each local exchange carrier plus the difference between Qwest's existing basic
business basic exchange rate and Qwest's basic business basic exchange rate after Qwest's rates are increased to
compensate Qwest for its revenue loss resulting tim the intrastate switched access charge reductions required by
this rule and the increases are applied to Qwest's business and residential lines in an equal per line amount, the rate
used to determine the business benchmark rate shall be the flat rated local one-party business exchange rate,
excluding EAS rates, vertical services, toll or other additional features or services, if a carrier's tariffed business rate
at the time of the effective date of this rule exceeds the Qwest business rate alter the increases provided above, the
carrier's initial business benchmark rate shall be its tariffed business rate on that date.

(3) each Qwest residential and business line that provides the customer with a New Mexico telephone
number, including lines delivered through tariffs other than the basic local exchange service tariffs, shall be counted
for the purposes of calculating the per line amount of revenue required to offset Qwest's loss of switched access
charge revenue.

B. The commission may conduct a proceeding to establish new affordability benchmark rates not less
than every three years.

C. With respect to any local exchange carrier that chooses to phase in its decrease of intrastate access
charges incrementally as permitted by 17.11.10.8 NMAC, rather than implementing the full reduction of intrastate
access charges to interstate levels immediately on April l, 2006, the imputed benchmark revenue attributable to that
carrier shall be phased in at the same times, and proportionately to, the reductions in intrastate access charges.

D. Each local exchange carrier that is an ETC reducing intrastate switched access charges pursuant to
this rule may offset such reductions on revenue neutral basis, if it is in compliance with its contribution
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requirements under this rule, by (1) adjusting its residential and business basic local exchange rates up to levels not
exceeding the affordability benchmark rates determined by the commission, or (2) obtaining support from the fund
for the difference between the affordability benchmark rates and the residential and business basic local exchange
rates that would be needed to accomplish revenue neutral offsets, or (3) a combination of the two methods stated
herein.
[17.11.10.9 NMAC - n, 11/30/05, A/E, 12/28/05]

17.11.10.10 SELECTION OF ADMINISTRATOR: The commission will designate a third-party
administrator who will be subject to the supervision and control of the commission for a four-year term. The
administrator shall perform services under the terms of a written contract to be entered into between the commission
and the administrator. The commission shall procure the services of a subsequent administrator before the
expiration of the term of each such contract, or in the event of early termination of such contract, as soon as
practicable before or after the early termination .

A. Criteria for selection: the commission will issue a request for proposals to select the
administrator, the commission shall consider whether the bidder has demonstrated the competence needed to
administer the fund and the rate of compensation proposed, the commission shall also consider at a minimum
whether the bidder:

(1) is able to be neutral and impartial,
(2) is a member of a trade association that advocates positions before this commission or other state

commissions in administrative proceedings related to telecommunications issues,
(3) is an affiliate of any contributing company;
(4) has a substantial financial interest in any entity or affiliate that provides telecommunications

services or comparable retail alternative services, and
(5) has a board of directors that includes any member with direct financial interests in entities that

contribute to or receive support from the fund in this state or any other state.
B. Termination of administrators contract: the commission may terminate the administrator's

contract with the commission before the expiration of the term of the contract upon such notice, and under such
conditions, as are set forth in the contract.
[l7.l 1.10.10 NMAC _ Rp, 17 NMAC 13.10.8, ll/30/05]

17.11.10.11 EXPENDITURE AUTHORIZATION: The commission shall approve an annual budget for
administration of the fund. The reasonable expenses incurred in the administration of the fund, in accordance with
the terms of the contract between the commission and the administrator, shall be a cost of the fund and shall be
recovered from contributions to the fund.
[17.11.10.11 NMAC - Rp, 17 NMAC 13.10.9, ll/30/05]

17.11.10.12 RESPONSIBILITIES OF ADMINISTRATOR: The administrator shall manage the day-to-day
operation of the fund in accordance with this rule, applicable law, and the overall supervision and direction of the
commission. The administrator shall:

A. fairly, consistently, and efficiently administer fund collections and disbursements in accordance
with commission rules and subject to commission oversight,

B. establish an account or accounts in one or more independent financial institutions and ensuring
that the monies deposited in the fund are insured to the maximum extent permitted by law and that they earn a return
commensurate with that of state funds held on deposit in banks or other financial institutions,

C. ensure that the fund complies with all necessary requirements for exemption from federal, state
and local taxes,

D. establish procedures, consistent with the commission's procedural rules and law, and with the
commission's approval, for protecting the confidentiality of information submitted pursuant-to this rule,

E. report to the commission on fund activities at least once each year, the report shall include fund
collections and disbursements, administrative expenditure information, budget projections and such other
information as the commission may require,

F. prepare an annual proposed budget for administration of the fund and submit it to the commission
for review, revision, rejection or approval at such time in advance of the need for commission approval as the
commission may direct, or absent such direction, at a reasonable time,

G. propose to the commission uniform procedures, and develop forms, to identify exempt customers,
in consultation with contributing companies,

l7.ll.lonMAc



H.
1.

create and maintain the databases necessary to administer the program and account for the funds,
develop appropriate forms for use in collecting information from contributing companies and

ETC s ;
J .

ColT1IT1lsslo11,

K . pet i t i on the commiss ion to ins t i tute an enforcement or  other  ac t ion when the adminis trator  f i nds

that  i t  i s  otherwise unable to col lec t  amounts  proper ly due f rom a contr ibut ing company under  these rules ,  or  when i t

appears  to the adminis t rator  that  any contr ibut ing company or  ET C car r ier  i s  otherwise out  of  compl iance wi th these

rules  or  appl i cable law,

L . conduct, not less than once every year, such reviews as are necessary to ensure that each

contr ibut ing company i s  making i ts  requi red contr ibut ions  to the fund and that  suppor t  f rom the fund i s  used for  the

purpose of  the fund.

[ 17 .11 .10 .12  N MAC  -  R p ,  17  N MAC  13 .10 .11 ,  11 /30 /05 ]

pay administrative expenses out of the fund in accordance with the budget approved by the

17.11.10.13 DISPUTE RESOLUTION: The commission may refer any disputed case between the
administrator and a contributing company or between contributing companies to alternative dispute resolution if it
finds that doing so would encourage the settlement of the dispute.

A. Mediation:

designate a mediator consistent with Subsection B of 17.1.2.20 NMAC,
(2) the mediator may be a permanent or temporary employee of the commission or another state

agency or any other individual who is acceptable to the parties and staff; if the parties request a mediator who is not
an employee of the commission, the commission shall not approve the request unless the parties agree in writing to
bear as their own the costs of obtaining the mediator's services; the mediator shall not be the hearing examiner who
is assigned to the case, the mediator shall have no official, financial, or personal conflict of interest with respect to
the issues in controversy, unless such interest is fully disclosed in writing to all parties and staff at the time the
mediator is assigned by the commission and unless all parties agree that the mediator may serve, the mediator shall
not subsequent to serving as a mediator participate in the proceeding as a hearing examiner, advisory staff, staff
counsel or expert witness, or as an attorney, expert witness, or representative of any party to the proceeding,

(3) the mediator may be assigned by the commission at the same time as the commission assigns the
case to a hearing examiner, the mediator shall not discuss the mediation conference with any commissioner or
hearing examiner hearing the case,

(4) the mediator shall notify the parties and staff by telephone or mail of the time and place of the
mediation conference, which will be held at commission offices unless otherwise directed by the mediator, the
notice may direct the parties and staff to send the mediator, but not other parties or staff, their settlement positions
and other necessary information that could facilitate the mediation conference, including the results of staffs
investigation of the complaint,

(5) if the parties are able to reach a settlement of their dispute, in appropriate cases the mediator shall
assist the parties in preparing a written agreement to reflect that resolution, if the parties are unable to reach a
complete settlement of their dispute, the mediator shall advise the parties that they may request arbitration or file a
formal complaint with the commission,

(6) nothing shall preclude the commission from using different mediation procedures.
B. Arbitration:

(1) a party may request arbitration of any dispute, the party's request shall be in writing to the
commission and shall include a concise statement of the grounds for the complaint, the remedy sought, and an
acknowledgment that the party has read 17.12.22 NMAC and agrees to be bound by its terns,

(2) the commission or its authorized representative shall forward the request for arbitration to the
other party together with a copy of Subsection A of 17.1 .2.16 NMAC and 1.2.18 NMAC and require that the other
party submit a written response within ten (10) days of the date of the commission's letter forwarding the request,

(3) if the responding party agrees to arbitration of the dispute, he shall include in his response to the
complainant's request a concise statement of his position with regard to the merits of the complaint and an
acknowledgment that he has read 17.12.22 NMAC and agrees to be bound by its terms, if the responding party will
not agree to arbitration, he shall so state in the response,

(4) if the responding party either fails to respond to a request for arbitration or does not agree to
arbitration, the initiating party retains the right to proceed with a formal complaint,
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(5) if both the initiating party and the responding party agree to arbitration, the commission shall
designate an arbitrator, the arbitrator may be a permanent or temporary employee of the commission or another state
agency or any other individual who is acceptable to the parties to the complaint, the designated arbitrator shall have
no official, financial or personal conflict of interest with respect to the issues in controversy, unless such interest is
fully disclosed in writing to all parties at the time of the commission's designation and all parties agree that the
arbitrator may serve, the parties shall be required to indicate their consent in writing to the designated arbitrator
within ten (10) days of the date of the commission's letter of designation, if the parties request an arbitrator who is
not an employee of the commission, the commission shall not approve the request unless the parties agree in writing
to bear the costs as their own pursuant to Sections 8-8-4 and 62-13-3 NMSA 1978,

(6) any employee of the commission designated to arbitrate the matter under these provisions shall
not participate in a subsequent proceeding on the complaint as a hearing examiner, advisory staff, staff counsel, or
expert witness or as an attorney, expert witness, or representative of any party to the proceeding,

(7) the commission may assign docket numbers to arbitration proceedings for purposes of record
management but the proceeding remains an informal proceeding,

(8) nothing shall preclude the commission from using different arbitration procedures.
C. Arbitration Procedures:

(1) once designated and approved by the parties, the arbitrator shall proceed to render a decision in
the arbitration proceeding within sixty (60) days of the date the responding party agreed to arbitration except for
good cause, if the arbitrator at any time determines that it is unlikely that the dispute can be resolved without
substantially affecting the interests of other ratepayers or the public, he may so inform the parties and staff and
terminate the proceeding without prejudice to the initiating party's right to file a formal complaint,

(2) the arbitrator shall fix a time and place for an informal hearing and shall serve notice of the
hearing on both parties and on staff at least ten (10) days in advance of the hearing, he may issue subpoenas for the
attendance of witnesses and for the production of books, records, documents, and other evidence and shall have the
power to administer oaths, the parties and staff may offer such evidence and produce such additional evidence as the
arbitrator may deem necessary to an understanding and determination of the dispute, the arbitrator shall decide the
relevancy and materiality of the evidence offered, and conformity to the New Mexico rules of evidence or to rules of
evidence contained in the commission's rules, is not necessary, no stenographic or electronic record will be made of
the testimony at hearing unless requested by a party, who shall bear the cost of the record, or by staff,

(3) discovery will be permitted but only with leave of the arbitrator who shall not allow discovery
which unduly complicates, burdens, or impedes the expeditious and informal nature of the proceeding,

(4) whenever the arbitrator deems it necessary to make an inspection or investigation in connection
with the arbitration, he shall so advise the parties and staff, who may be present at the inspection or investigation, in
the event that one or both of the parties or the staff are not present, the arbitrator shall make an oral or written report
to the parties and staff and afford them an opportunity to comment,

(5) at the close of or soon after the hearing, the arbitrator will issue a brief written decision, findings
of fact and conclusions of law are not necessary, the arbitrator's decision will be binding on the parties and can be
implemented by the commission to the extent such implementation is necessary, however, the decision will not be a
decision of the commission and shall have no precedential effect,

(6) unless agreed to by all the parties and staff, no statements, admissions, or offers of settlement
made during the course of arbitration proceedings shall be admissible as evidence in any formal proceeding nor shall
the arbitrator disclose the same voluntarily or through discovery or compulsory process, nothing in this section,
however, shall preclude the arbitrator from issuing a brief written decision describing his conclusions and the bases
for them ,

(7) nothing in this rule shall be construed to mean that the commission has waived its review of any
decision or that the commission consents to be bound by arbitration.
[I7.ll.l0.l3 NMAC - Rp, l7 NMAC 13.10.12, ll/30/05]

17.11.10.14 VARIANCES AND WAIVERS: Any person may petition the commission for variance or
waiver of any provision of this rule for good cause shown.

A. General requirements:
(1) a contributing company or ETC may petition for an exemption or a variance from any of the

requirements of this rule,
(2) such petition may include a motion that the commission stay the affected portion of this rule for

the transaction specified in the motion,
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(3) petitions for an exemption or a variance and motions for a stay must be supported by an affidavit
signed by an officer of the contributing company or ETC or someone with authority to sign for the contributing
company or ETC, , .

(4) the commission may, at its discretion, require an informal conference or formal evidentiary
hearing prior to making its determination.

B. Contents of the petition. A petition for an exemption or variance shall:
( I ) identify the section of this rule for which the exemption or variance is requested;
(2) describe the situation which necessitates the exemption or variance,
(3) describe the effect of complying with this rule on the contributing company or ETC and its

customers, or on its competitive affiliates and their customers, if the exemption or variance is not granted,
(4) describe the result the request will have if granted;
(5) state how the exemption or variance will achieve the purposes of this rule and the Rural

Telecommunications Act of New Mexico,
(6) state why the proposed alternative is in the public interest and is a better alternative than that

provided by this rule;
(7) state why the exemption or variance would have no anticompetitive effect, and
(8) state why the requested exemption or variance would not place an undue burden on the fund.

[l7.li.l0.l4 NMAC .. Rp, i7 NMAC 131043, ll/30/05]

17.11.10.15 GENERAL REPORTING REQUIREMENTS:
A. Reports require declaration: , all reports filed with the commission or the administrator must be

filed with a declaration from the chief financial officer of the entity or the person who prepared the reports on behalf
of the entity that the information is correct and the filing is made subject to the penalty of perjury provided for in
Section 30-25-1NMSA 1978.

B. Time for reporting: where no date is specified for a report, or when a request is made by the
administrator for information necessary for the administration of the fund, the administrator shall specify when the
report must be filed.

C. Reporting forms: contributing companies and ETCs shall report information in the manner
prescribed by the administrator. The administrator shall not require reporting that will be unduly burdensome.

D. Electronic filing: the administrator shall accept electronic reporting when practicable.
E. Confidentiality: the commission shall have access to all information reported to the administrator.

Contributing companies may request that company-specific information required by the reporting requirements of
this rule be treated as confidential by so indicating at the time the information is submitted. The commission shall
make all decisions regarding disclosure of company-specific information and may request further information or
justification from the contributing company to ensure uniformity of confidential treatment of all information
submitted by contributing companies. Nothing in this rule shall preclude commission issuance of an umbrella
protective order identifying what reported data shall be, or shall not be, deemed confidential. The administrator
shall keep confidential all company-specific information obtained from contributing companies for which
confidential treatment is requested, shall not use such information except for purposes of administering the fund, and
shall not disclose such information in company-specific form unless directed to do so by the commission.

F. The commission may require the administrator to modify any of its report formats to solicit
additional information necessary for the administration of the state universal service program, or to delete
information that is not necessary.
[l'/.l 1.10.15 NMAC - Rp, 17 NMAC 13.10.14, ll/30/05]

17.11.10.16 REVENUE REPORTS: Each ETC and contributing company shall submit on or before April 1
of each year a revenue report on the form prescribed by the administrator detailing its intrastate retail public
telecommunications revenues for the prior calendar year.
[l7.ll.l0.l5 NMAC - Rp, l7NMAC 13.10.15, ll/30/05]

17.11.10.17 OTHER REPORTS: On or before April 1 of each year, carriers shall report the following
information to the administrator in a form prescribed by the administrator, regarding facilities and activities during
the preceding calendar year:

A. contributing companies, including ETCs, shall report the number and type of access lines or New
Mexico telephone numbers Subscribed to in total and within rural areas;
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ETCs that are local exchange carriers shall report their number of intrastate switched access
minute s

contributing companies shall report the cost of collecting universal service fund (USF) surcharges
fulfilling reporting requirements, and other administrative costs of complying with this rule

ETCs shall report
(1) all revenues, compensation, payments, or subsidies received from all sources, including, but not

limited to end-user customers, the state, and the federal government
(2) all dividends or equivalents paid to shareholders, cooperative members, or others holding an

ownership interest in the ETC
(3) compensation, including value of benefits, paid to the five highest-compensated employees of the

carrier
(4) information sufficient to establish that payments from the fund were used to reduce intrastate

switched access charges or to further universal service
[17.11.10.17 NMAC - Rp, 17 NMAC 13.10.16 and 17 NMAC 13.10.17, 11/30/05]

17.11.10.18 CONTACT PERSONS: All contributing companies and ETCs shall file with the administrator
the name, address, phone number and e-mail address of a contact person and shall keep the information current
[l7.ll.10.l8 NMAC - Rp, 17 NMAC 13.10.18, ll/30/05]

ANNUAL DETERMINATION OF FUND
The administrator. or the commission. shall determine the amount of the fund for the nine-month

period beginning April 1, 2006 and ending December 31, 2006 in sufficient time for contributions to be paid into
and disbursements to be made from the fund. Thereafter, the administrator shall determine the amount of the fund
annually, subject to commission approval, on or before October l

In the event the commission orders a change in fund support, pursuant to 17.1 1.10.14 or
17.1 1.1025 NMAC of this rule or otherwise, that necessitates a fund size greater than that which the commission
has previously established, the commission may order an adjustment to the size of the fund

The amount of the fund shall be equal to the sum of each ETC's revenue requirements, calculated
pursuant to this section, plus projected administrative expenses and a prudent fund balance

Only carriers holding state ETC status as of October 1 shall be included in the calculation of
funding requirements for the subsequent calendar year

Except where the commission has established an alternative or an additional amount pursuant to
17.11.10.25 NMAC, the revenue requirement for each ETC that was eligible as ofluly 1, 2005 and is a local
exchange carrier shall be equal to the carrier's 2004 intrastate access minutes multiplied by the difference between
the allowable intrastate access rate and the carrier's historical intrastate access rate, with the product of this
computation multiplied by the carrier's historical collection factor, and then reduced by the carrier's imputed
benchmark revenue. The formula stated arithmetically is as follows

((Historical Rate Minus Allowable Rate) Times minutes Times Collection Factor) Minus Imputed
Benchmark Revenue

(1) for a local exchange carrier that is an ETC in the process of incrementally phasing in its reduction
of intrastate switched access charges to interstate levels as permitted by 17.11.10.8 NMAC, the "allowable rate" in
the foregoing formula shall equal the composite rate or rates called for in the relevant phase or phases of that
carrier's transition to interstate access charge levels

(2) once a local exchange carrier that is an ETC has reduced its intrastate switched access charges to
interstate levels, the "allowable rate" equals the interstate switched access rate

(3) where more than one allowable rate is applicable to a given carrier in a given year, the calculation
shall be done in such a way as to apply each allowable rate to the portion of the year to which it applies

(4) in determining revenue neutrality the administrator may consider appropriate out-of-period
adjustments

F The revenue requirement for an ETC that became an ETC after July 1, 2005 or that became an
ETC prior to July i, 2005, but is not a local exchange carrier, shall be determined annually by the administrator in
conjunction with the administrator's determination of hind size, and shall be in accordance with the support rate
determined by the commission pursuant to 17.1 1.1023 NMAC
[17.l l .10.19NMAC - Rp, 17 NMAC 13.10.23, 11/30/05]

17.11.10.19

17.11.10.20 DETERMINATION OF STATE USF SURCHARGE RATE AND CONTRIBUTION
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A. The administrator, or the commission, shall determine the state USF surcharge rate for the nine-
month period beginning April 1, 2006 and ending December 31, 2006 is sufficient time for contributions to be paid
into and disbursements to be made from the fund, Thereafter, the administrator shall determine the amount of the
state USF surcharge rate annually, on or before October l, based upon monthly and annual reports filed by ETCs
and contributing companies and any other pertinent and reliable information available to the administrator or the
commission.

B. Upon its determination of a USF surcharge rate, the administrator shall notify all contributing
companies, ETCh, and the commission. The rate determined by the administrator shall go into effect unless
modified or disapproved by the commission.

C. The surcharge rate shall be equal to the annual fund requirement divided by the sum of intrastate
retail telecommunications revenue for all contributing carriers in New Mexico, and may be adjusted to account for
any material deficit or surplus projected to exist at the start of the fund year. .

D. Each contributing company's monthly contribution shall equal the state USF surcharge rate
multiplied by its intrastate retail telecommunications revenues in New Mexico for the month.

E. If, for any month the administrator finds that the fund balance is insufficient to cover required
disbursements plus administrative expenses, the administrator may, with. the commission's approval, increase
contribution requirements to make up the shortfall. If the fund accumulates a surplus beyond what the administrator
and the commission believe is prudent under the circumstances, the administrator may, with the commission's
approval, decrease contribution requirements so as to lower the fund balance to an appropriate level.

F. Each contributing company shall remit its monthly contribution to the administrator on a schedule
to be determined by the administrator. Initial contributions to the fund shall be due as soon as practical, but in any
event no later than May 3 l , 2006. The administrator may consider utilizing a portion of the balance transferred into
the fund from the prior New Mexico universal service fund to support initial disbursements from the fund. The
administrator shall inform the commission of its proposed schedule and any proposed use of the transferred fund
balance by March 1, 2006.
[17.l 1.10.20 NMAC - Rp, 17 NMAC 13.10.20, 11/30/05]

17.11.10.21 RECOVERY OF CONTRIBUTIONS:
A. A contributing company shall recover the amount of its contributions to the fund from its end-user

customers in a manner that is not, either by act or omission, deceptive or misleading. Such recovery shall be made
in a fair, equitable and nondiscriminatory manner, and no over-recovery of contributions shall be permitted.

B. A contributing company required to provide service in accordance with commission approved
tariffs shall not recover contributions from its end-user customers except as permitted under commission approved
modifications to those tariffs.

C. The commission may, after notice and hearing, order modifications to a contributor's method of
recovering contributions from its end-user customers.
[l7.1 l.10.2l NMAC - Rp, 17 NMAC 13.10.21, 11/30/05]

17.11.10.22 FUND DISBURSEMENTS:
A. The administrator shall make a monthly disbursement to each ETC eligible to receive such a

payment from collected revenues in the sind, on a schedule to be determined by the administrator. The
administrator shall inform the commission of its proposed schedule by March 1, 2006.

B. The amount of each ETC's monthly disbursement shall be one-tvvelith of its revenue requirements
computed in accordance with 17.11.10.19 NMAC.

C. Only carriers holding ETC status as of October 1 shall be eligible to receive disbursements from
the fund during the year that begins the following January l.

D. The administrator shall not pay, and shall hold in escrow, any disbursements otherwise due to an
ETC that is also a contributing company, if that company shall not be in compliance with its contribution
requirements.

E. If, for any month, the fund balance is insufficient to meet the sum of all ETCs' revenue
requirements plus administrative expenses and maintain a prudent fund balance, the administrator shall prorate
payments to each ETC, and, if indicated, shall propose an increase in the surcharge rate in accordance with
Subsection E of 17.11.10.20 NMAC. Any reductions in payments to ETCs resulting from prorated disbursements
shall be paid out at such time as sufficient monies have been paid into the fund.
[l7.l 1.10.22 NMAC .. N, ll/30/05]
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17.11.10.23 DESIGNATION OF ETCS:
A. Any carrier operating in New Mexico and designated as a state ETC as of July 1, 2005 and which

has not lost that designation is automatically designated as an ETC for the purposes of this rule. If at any subsequent
time a carrier loses ETC designation status, it shall no longer be eligible to receive support from the fund.

B. Other carriers may file a petition for designation as an ETC in accordance with 17.11.10.24
NMAC.

C. On its own motion or in response to a petition, the commission may, a&er notice and hearing and
for good cause shown, modify, suspend, or revoke an ETC designation.

D. Upon approval of a carrier for ETC status under these rules, the commission shall establish the
carrier's support rate. In determining just and reasonable support rate for an ETC, the commission shall:

( l ) consider the cost of efficiently providing services to the proposed service area, including a rate of
return determined by the commission to be reasonable, using the most cost-effective technologies, but also taking
into consideration existing infrastructure,

(2) consider the amount of support available to the ETC through the federal universal service funds,
(3) ensure that the support rate for a competitive carrier not exceed the equivalent support received

through these rules by the incumbent carrier or carriers serving the proposed service area. ,
E. On its own motion or in response to a petition, the commission may modify an ETC's support rate

to reflect more current cost information or changes in service volumes.
[17.11.10.23 NMAC - Rp, 17 NMAC 13.10.25, 11/30/05]

17.11.10.24 PETITIONS FOR ETC DESIGNATION AND SUPPORT RATES:
A. Any entity seeking designation as a state or federal ETC, or an existing ETC that is not an

incumbent local exchange carrier which may receive support from the fund to achieve revenue neutrality in
connection with its reductions in intrastate switched access rates and seeks support from the fund must file a petition
with the commission. In the case of a petition for ETC designation and support rate, the petition shall:

(1) include a description of the proposed service area for which it seeks designation that is consistent
with the federal requirements relating to service areas set forth in, 47 C.F.R. Section 54.207,

(2) demonstrate that the entity meets the requirements in Section 2l4(e) of the federal act (47 U.S.C.
Section 2l4(e)) to be designated as a federal ETC,

(3) demonstrate that the proposed designation is in the public interest,
, (4) include financial and statistical information sufficient for the commission to establish an initial

support rate,
(5) provide a five-year plan demonstrating how support from the fund will be used to improve the

petitioner's coverage, service quality or capacity throughout the service area for which it seeks designation,
(6) demonstrate the petitioner's ability to remain functional in emergency situations,
(7) demonstrate that the petitioner will satisfy consumer protection and service quality standards,
(8) offer local usage plans comparable to those offered by incumbent local exchange carriers in the

areas for which the petitioner seeks designation,
(9) acknowledge that the petitioner may be required to provide equal access if all other ETCs in the

designated area relinquish their designations,
(10) demonstrate that granting ETC status to the petitioner in the designated area is likely to result in

more customer choice,
(11) address the impact of designation of the petitioner on the size of the fund;
(12) address the unique advantages and disadvantages of the petitioner's service offering,
(13) demonstrate the petitioner's willingness and ability to offer service throughout the designated

service area within a reasonable time frame, and
(14) provide such other information as the commission or the administrator may find appropriate.

B. A petition by an existing ETC for a support rate shall demonstrate that granting the proposed
support rate is in the public interest and shall include financial and statistical information sufficient for the
commission to establish a support rate, a precise description of how the petitioner intends to use support it receives
from the fund, and such other information as the commission or the administrator may find appropriate.

C. Consideration of the public interest will apply in all ETC designation and support rate
proceedings. The commission is not required to designate additional ETCs in any service area, if not in the public
interest.

D. The commission shall,after such notice and hearing as the commission shall prescribe, enter its
written order approving or denying a company's petition. An order approving a petition for ETC designation shall
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specify the service area for which designation is made and an order approving either a petition for ETC designation
or a petition for a support rate shall state the approved support rate. "

E. The commission may approve a petition for designation as a federal ETC in conjunction with a
petition for designation as a state ETC.

F. The commission shall require annual verification from each ETC that it continues to meet the
requirements herein for designation as an ETC and for provision of support from the fund.
[17.11.10.24 NMAC - Rp, 17 NMAC 13.10.27, 11/30/05]

17.11.10.25 PETITION FOR ADDITIONAL SUPPORT:
A. An ETC may petition the commission for support from the fund at a level greater than that

provided for by Subsection C of 17.11.10,19 NMAC, when such an adjustment is necessary to ensure the
availability of local telecommunications services at affordable rates in the state.

B. In a rate proceeding filed pursuant to Subsection F of Section 63-9H-7 NMSA 1978, an
incumbent rural local exchange carrier may obtain additional support if the commission determines that payments
should be authorized from the fund in order to ensure the widespread availability and affordability of rural
residential local exchange services.

C. An ETC or incumbent carrier petitioning for support from the fund under this section shall submit
historic and prospective information on its costs of providing services and shall demonstrate that it is providing
services in the most prudent manner possible.
[l7.l 1.10.25 NMAC .. n, ll/30/05]

17.11.10.26 COMPLIANCE WITH CONTRIBUTION REQUIREMENTS:
A. If the administrator finds that a contributing company has not contributed the amount required by

this rule, the administrator shall notify the contributing company in writing. The administrator shall request the
company to pay the deficiency in its contribution.

B. The contributing company shall pay the requested amount within twenty~one (21) days of the date
of the notice or seek dispute resolution as provided in this rule.

C. If attempts by the administrator to collect the total requested amount from a contributing company
or to resolve a dispute are unsuccessful, the administrator shall notify the commission in writing.

D. Upon request by the administrator, a complaint filed by an interested party, or its own motion, the
commission, after providing notice and an opportunity for a hearing in accordance with 17.1.2 NMAC, may issue an
order requiring a contributing company to pay any arrearage in contributions that the commission finds to exist and
may also impose interest, a fine or other appropriate administrative penalties or requirements or bonding to assure
future compliance with contribution requirements. In the event that a contributing company fails or refuses to
comply with a commission order issued pursuant to this provision, the commission may petition theappropriate
district court for appropriate injunctive relief and for enforcement of the commission's order.

E. The commission may take the same types of action set forth in Subsection D of 17.11.10.26
NMAC in the event that it finds, after a proceeding of the type specified in Subsection D of 17.11.10.26 NMAC, that
a contributing company or an ETC has, in any other way, violated any provision of this rule or of the rural
telecommunications act of New Mexico, Sections 63-9H-l et seq. NMSA 1978.
[17.11.10.26 NMAC - Rp, 17 NMAC 13.10.31, 11/30/05]

USE OF FUND SUPPORT:
A. An ETC shall use fund support in a manner consistent with the rural telecommunications act,

Sections 63-9H~i et seq. NMSA 1978, Section 254 of the federal telecommunications act (47 U.S.C. 254), and
commission rules and orders. Fund support must be used to preserve and advance universal service, that is, to
provide, at reasonable and affordable rates, access by consumers in all regions, including low-income consumers
and those in rural, insular and high cost areas, to quality telecommunications and information services, including
interexchange services and advanced telecommunications and information services that are reasonably comparable
to services provided in other areas.

B. If the commission finds, in a proceeding on its own motion or on the motion of the administrator
or an interested party, that an ETC has used fund support for purposes other than to preserve and advance universal
service, the commission may impose an appropriate administrative remedy, which may include, but need not be
limited to, ordering the ETC to refund amounts paid to it from the fund.
[l7.l1.10.27 NMAC - Rp, 17 NMAC 13.10.32, ll/30/05]

17.11.10.27
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17.11.10.28 ACCESS TO BOOKS, RECORDS AND PROPERTY:
A. The administrator or the commission shall have access to the books of account, records and

property of all contributing companies and ETCs to the extent necessary to verify information reported or required
to be reported pursuant to this rule. The administrator or commission may direct a contributing company or ETC to
send copies of records to the administrator or commission or may inspect records at the offices of the contributing
company or ETC, at the administrator's or commission's discretion.

B. in the normal course of business, the administrator will give at least three (3) days notice of its
plans to inspect records in the offices of a contributing companies or ETC. The administrator may apply to the
commission to procure a subpoena in order to inspect records without notice.
[l7.l 1.10.28 NMAC .. Rp, l7 NMAC 13.10.33, ll/30/05]

17.11.10.29 REVIEW AND AUDIT OF ADMINISTRATOR AND FUND: For each year beginning with
2006, the administrator shall provide the commission with a financial statement of the fund and the administration of
the fund by February 15. The commission shall engage a qualified independent auditor to audit each such financial
statement and to submit a written opinion to the commission.
[l7.l 1.10.29 NMAC - Rp, 17 NMAC 13.10.34, 11/30/05]

17.11.10.30 ADVISORY BOARD: ,
A. The commission shall establish and appoint an advisory board composed of representatives from

participating contributing companies and ETCs, the attorney general, the commission staff, and any representative(s)
of one or more consumer groups or organizations that the commission may choose to appoint. The members shall
include no more than one representative from each of the following types of telecommunications carriers and
entities providing comparable intrastate retail services: rural incumbent telecommunications carriers, incumbent
local exchange carriers other than incumbent rural telecommunications carriers, interexchange carriers, competitive
local exchange carriers not ETC-designated, ETC-designated competitive local exchange carriers, commercial
mobile radio service providers not-ETC-designated, and ETC-designated commercial mobile radio service
providers. Any other type of telecommunications carriers or providers of comparable intrastate retail service may
petition the commission for representation by no more than one member of that type of carrier or service provider on
the advisory board, which the commission may grant by order. The commission shall resolve any dispute among the
carriers or service providers of each type as to who shall be the member of the advisory board, The members
representing participating contributors shall each be appointed for a term of three (3) years. Expenses incurred by a
member in connection with participation on the advisory board shall not be reimbursed from the fund.

B. The advisory board shall meet periodically with the administrator and shall provide advice and
consultation to the administrator as provided under this rule. Where deemed necessary by the advisory board, it
shall make recommendations to the commission or the administrator, or both, relating to potential matters related to
administration of the fund. Should the members Of the advisory board not agree on a recommendation to the
commission or administrator on any particular matter, the advisory board may provide a majority recommendation
as well as a minority recommendation as to the resolution of any such identified issue. In addition, any member of
the advisory board may, with advance written notice to the other members of the advisory board, provide individual
recommendations or other information to the commission and the administrator that it deems appropriate. The
advisory board is intended to be a forum within which to build consensus on matters relating to the administration of
the fund, while not deterring any interested party from communicating its concerns relating to the administration of
the fund to the advisory board, or, subject to advance written notice to the other members of the advisory board,
directly to the commission.
117.11.10.30 NMAC . Rp, 17 NMAC 13.10.10, ll/30/05]

17.11.10.31 EMERGENCY AMENDMENTS: The commission finds that the amendments to this rule
consisting of: (A) in Subsection M of Section 17.11.10.7 NMAC adding the words "local exchange" after the words
"the carrier's basic, adding the words "basic local exchange" following the words "multiplied by the number of",
and striking the words "with the number of business lines to include each line providing the customer with a New
Mexico telephone number, including lines delivered through tariffs other than the basic business local exchange
service tariff" following the words "as of December 31, 2004," (B) at the end of Subsection F of 17.1 1.10.8 NMAC,
deleting the words "except as provided for in Subsection E 17.1 1.10.9 NMAC of this rule," (C) in Subsection A (2)
of Section 17.1 1.10.9 NMAC, deleting the words "equal to Qwest's basic business exchange rate increased to
compensate Qwest for that portion of its revenue loss resulting from the intrastate switched access charge reductions
required by this rule and the increases applied to Qwest's residential and business rates in an equal per line amount"
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and adding in their place the words "carrier-specific and shall be equal to the existing business basic exchange rate
of each local exchange carrier plus the difference between Qwest's existing basic business basic exchange rate and
Qwest's basic business basic exchange rate after Qwest's rates are increased to compensate Qwest for its revenue
loss resulting from the intrastate switched access charge reductions required by this rule and the increases are
applied to Qwest's business and residential lines in an equal per line amount," (D) at the end of Subsection A (2) of
Section 17.1 1.10.9 NMAC, adding the words "if a carrier's tariffed business rate at the time of the effective date of
this rule exceeds the Qwest business rate after the increases providedabove, the carrier's initial business benchmark
rate shall be its tariffed business rate on that date," (5) at the end of Subsection C of 17.11.10.9 NMAC deleting the
words "except as provided for in Subsection E of 17.11.10.9 NMAC of this rule," (E) in Subsection D of 17.11.10.9
NMAC adding the word "local" following the words "adjusting its residential and business basic" and adding the
word "local" following the words "and the residential and business basic," and (F) deleting the entirety of
Subsection E of 17.11.10.9 NMAC require immediate adoption for the preservation of the general welfare and
therefore constitute an emergency amendment to this rule within the meaning ofNMSA 1978, Section 8-8-l5.C and
1.24. 1.7 I NMAC. Specifically, the commission finds that failure to implement the changes immediately would
severely impair the ability of the commission, the administrator and contributing companies to (a) correctly
determine business benchmark rates (b) correctly determine revenue requirements from the fund due to ETCs, (c)
correctly determine the size of the fund, (d) correctly determine contributions to the fund due from contributing
companies, and (e) comply with the requirement ofNMSA 1978, Section 63-9H-6.C that intrastate access charge
reductions be revenue neutral by the deadlines set Subsection E and Subsection H of 17.11.10.8 NMAC and NMSA
1978, Section 63-9H-6.1.
[17.1 1.10.31 NMAC - N/E, 12/28/05]

HISTORY OF 17.11.10 NMAC: [RES ERVED]
P re -NMAC His tory: None,

History of Repealed Material:
17 NMAC 13.10, State Rural Universal Service Fund (filed 12/15/1999) repealed 11/30/05.

Other History:
17 NMAC 13.10, State Rural Universal Service Fund (filed 12/15/1999) was replaced by 17.1 1.10 NMAC, State
Rural Universal Service Fund, effective l 1/30/05.
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