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BEFORE THE ARIZONA CQMQRATIQN COMMISSION

DOCKET no. RT-00000H-97-0137

DOCKET NO. T-00000D-00-0-72
IN THE MATTER OF THE
INVES TIGATION OF THE COS T OF
TELECOMMUNICATIONS  ACCES S .

IN THE MATTER OF THE REVIEW AND )
POSSIBLE REVISION OF ARIZONA )
UNIVERSAL SERVICE FUND RULES, )
ARTICLE 12 OF THE ARIZONA )
ADMINSTRATIVE CODE. )

)
>
)
)
)
>
)
)

VERIZON'S INITIAL COMMENTS

Ve rizon Ca lifornia , Ve rizon Bus ine s s  S e rvice s , Ve rizon Long Dis ta nce , and

Ve rizon Wire le s s  (colle ctive ly, "Ve rizon") file  the se  Initia l Comme nts  in a ccord with the

Commiss ion's  Procedura l Order da ted November 29, 2007. In genera l, Verizon proposes

tha t (1) the  current Arizona  Unive rsa l Se rvice  Fund (AUSF) rules  remain unchanged, and

(2) a ll ca rrie rs , including CLECs, se t the ir intras ta te  access  cha rges  a t Qwest's  leve ls  and

recoup any lost revenue  by increasing ra tes  for re ta il se rvices .

1 . G E NE RAL P RINCIP LE S

The  AUS F

The  ba s ic s tructure  a nd s ize  of the  curre nt AUS F s hould re ma in uncha nge d.

Verizon is  not aware  of any evidence  tha t the  current fund is  not mee ting its  goa ls  or tha t

the  fund s hould be  incre a s e d. Inde e d, the  FCC re ports  tha t the  pe ne tra tion ra te  for

A.

te le phone  se rvice  in Arizona  is  94.2%, which is  a lmos t e qua l to the  na tiona l a ve ra ge  of
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94.6%.1 And the  Arizona  pene tra tion ra te  has increased 5.4% s ince  1983, we ll exceeding

the  national average of a  3.2% increase

Ve rizon propos e s  only one  a ddition to the  curre nt AUS F rule s  - a  "de  minims "

e xce ption tha t would e xclude  ca rrie rs  from contributing to the  fund if the ir a s se s sme nt

would be  le s s  tha n $500 pe r month. In this  wa y, ca rrie rs  ne e d not continue  to ge ne ra te

and proce ss  reports  and payments , the  cos ts  of which like ly exceed the  amount of the ir

contributions

If, howe ve r, the  Commiss ion ta ke s  up ce rta in s ta te -spe cific AUSF is sue s , the n it

s hould  p la n  to  ke e p the  AUS F s ma ll, a nd ma inta in  d is burs e me nts  prima rily for its

purpose  of es tablishing reasonably comparable  ra tes  be tween urban and high-cost a reas .

The  proposa ls  from ALECA should be  re jected to the  extent they would increase  the  s ize

of the  fo rd  a nd  a llow ca rrie rs  to  re ce ive  funds  be yond  the  purpos e  o f the  AUS F.

S imila rly, the  proposa ls  from Eligible  Te le communica tions  Ca rrie rs  ("ETCs") should be

scrutinize d ca re fully be ca use  the y a lso would subs ta ntia lly incre a se  the  s ize  of the  fund

for the  purpose  of supporting the  fede ra l Life line  program ra the r than supporting ra te s  in

high-cost a reas .

In short, Verizon be lieves  tha t the  Commiss ion should prese rve  a  limited concept

for the  AUSF tha t seeks  to provide  access  to bas ic loca l se rvice  while  mainta ining AUSF

at s ize  no la rger than needed to achieve  this  goal. Verizon opposes e fforts  to broaden the

de finition of se rvice s  supported by the  AUSF. Broadening the  de finition of AUSF a t this

1 FCC Wireline Competition Bureau, "Telephone Subs cribers hip in the United S ta tes " a t page 8, Table 2
(June 2007) (based on data  through March 2007).

2 LL

3 Texas , for example, has  such an exception. P .U.C. Rule 26.420(D(3)(C).
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time could unnecessarily increase  the s ize of the  fund and the  contribution burden

imposed on consumers  in Arizona .

For the  same  reason, the  Commiss ion should limit the  provis ion of AUSF support to

ca rrie rs  tha t obta in ETC s ta tus . As  with a  broader de finition of supported se rvices ,

re laxa tion of funding e ligibility requirements  would re sult in unwarranted growth of the

AUS F.

with respect to unnerved a reas , the  Commission's  approach should aga in be  limited.

Before  cons ide ring the  des igna tion of any ca rrie r to provide  se rvice  to an unseed a rea ,

the  Commiss ion should hold a  hea ring to de te rmine  if any ca rrie r will voluntee r to se rve

tha t a rea . Or, in the  a lte rna tive , if the  FCC adopts  reverse  auctions  for des igna tion of

ca rrie rs  to rece ive  support, the  Commiss ion may want to follow suit. In this  way, the

Commiss ion will limit the  amount of time , money and resources  tha t it and ca rrie rs  spend

o n  u n n e rve d  a re a  is s u e s .

Access Charges

The  dramatic marke t and regula tory changes  in the  communica tions  industry over

the  pa s t de ca de  compe l a  conte mpora ry e va lua tion of loca l e xcha nge  ca rrie rs ' a cce s s

ra te s  in Arizona . While  Qwes t ha s  lowered its  ra te s  in recent yea rs , the  same  is  not true

of othe r ca rrie rs .

In the  Qwest price  cap cases ,4 the  Commission and Sta ff noted tha t reducing high

access  cha rges  promote s  compe tition and is  in the  public inte re s t.5 Ve rizon agree s  tha t

4 The Commiss ion began its  generic inves tiga tion of intras ta te access  charges  in 2000. In the firs t phase it
inves tiga ted Qwes t's  cha rges , and es tablis hed new, lower cha rges  a s  pa rt of Qwes t's  ra te  cap review. In
the second phase, which is  now part of this  consolidated docket, the Commiss ion intends  to address  access
charges  of a ll other providers .

B.
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a cce ss  re ductions  would be  a ppropria te  in Arizona , a nd propose s  tha t the  Commiss ion

require  a ll ca rrie rs , including CLECs, to reduce  the ir a ccess  cha rges  to Qwes t's  1eve ls .6

S ince  the  Commiss ion ha s  a lready found the se  ra te s  to be  rea sonable , it need not (and

should not) e nga ge  in the  time -consuming, a na chronis tic proce s s  of trying to e va lua te

. . . . 7
each ca rrle r's  "cos t" ofprovldmg access  se rvlce .

5 Decis ion No. 68604 a t 19 (Qwes t 2006 price cap order). "Under the Second Revised Settlement
Agreement and Price Cap P lan, consumers  benefit from ... lower switched acces s  ra tes  ...." Decis ion
No. 63487 a t 24 (the Qwes t 2001 Price Cap order).

6 The FCC a lso has  observed tha t reducing unreasonably high acces s  cha rges  promote competition and
benefit cons umers . See genera lly Acce s s  Cha rge  Re form; P rice  Ca p P e rforma nce  Re vie w for Loca l
Excha nge  Ca rrie rs ; Low-Volume  Long Dis ta nce  Us e rs , Fe de ra l-S ta te  J oint Boa rd On Unive rs a l Se rvice ,
S ixth Report and Order in CC Docket Nos . 96-262 and 94-1, Report and Order in CC Docket No. 99-249,
Ele ve nth  Re port a nd Orde r in  CC Docke t No. 96-45,  15  FCC Rcd 12962 (Ma y 3  l,  2000) ("CALLS
Orde r"), Multi-As s ocia tion (AMG) Plan for Regula tion of lnte rs ta te  Se rvice s  of Non-Price  Cap Incumbent
Loca l Excha nge  Ca rrie rs  a nd Inte re xcha nge  Ca rrie rs , S e cond Re port & Orde r a nd Furthe r Notice  of
P ropos ed Rulema king in CC Docket No. 00-256, Fifteenth Report & Order in CC Docket No. 96-45, a nd
Re port & Orde r in CC Docke t Nos . 98-77 a nd 98-166, 16 FCC Rcd 19613 (2001); Reform of Acces s
Charges  Imposed by Competitive  Loca l Exchange  Carrie rs , Seventh Report & Order and Furthe r Notice  of
Proposed Rulemaking, 16 FCC Red 9923 (2001) ("CLEC Ra te  Ca p Orde r").

7 Jus t as  it was  not necessary for the FCC to conduct a  cos t s tudy before ordering reductions  to carriers '
inters tate access  rates  in its  CALLS Order and CLEC Rate  Cap Order, supra , it is  not necessary to initia te a
cos t case before moving a ll LECs to Qwest's  intras ta te switched access  ra tes . Also, a  number of other
s ta tes  have required changes  to carrier access  ra tes  without conducting "cos t" ca lcula tions . See, e.g.,
Decis ion, DPUC Inve s tiga tion oflntra s ta te  Ca rrie r Acce s s  Cha rge s , Connecticut D.P .U.Docket No. 02-
05-17 (2004), 2004 Come. PUC Lexis  15, a t *45 (capping CLEC ra tes  Ar SBC's  then-current ra te),
Arbitra tion Decis ion, TDS Me trocom, Inc., Pe tition for Arbitra tion, Illino is Comm. Comm'n Docket No.
01-0338, a t 48-50 (Aug. 8, 2001) and Arbitra tion Decis ion, Arbitra tion Be twe e n AT&T Comm. oflllinois ,
Inc. and Ameritech, Illinois  Comm. Comrn'n Docket No. 03-0239, a t 149-51 (Aug. 26, 2003) (a  CLEC may
not charge an ILEC more for intras ta te switched access  than the ILEC charges  the CLEC), Report and
Order, Access  Rates  to be  Charged by Competitive  Local Exchange Telecommunications  Companies  in the
Sta te of Mis s ouri, Mis s ou ri P .S .C. Case No. T0-99-596, 2000 Mo. PSC Lexis  996, a t *28-31 (June 1,
2001) (capping CLEC access  ra tes  a t the competing ALEC's  level), Order, New York P.U.C. Case 94-C-
0095, a t 16-17 (Sept. 27, 1995), N.Y. P .U.C. Opinion 96-13, a t 26-27 ( May 22, 1996), and N.Y. P.S.C.
Opinion 98-10, 1998 N.Y. PUC Lexis  325, a t 26-27. (June 2, 1998) (es tablishing a  benchmark for CLEC
access  charges  a t the level of the la rges t ca rrier in the LATA), In d ia n a
switched access  rates  are jus t and reasonable if they mirror the carrier's  inters ta te switched access  rates),

la rges t LEC in Maryland), New Ham ps h ire
than the ILEC does ), Texas
amount for intras ta te switched access  than the ILEC in the area  served or the s ta tewide average composite
ra tes  published by the Texas  P.U.C. and updated every two years), 20 Virg in ia
50(E) (capping CLEC ra tes  a t the higher of the CLEC's  inters ta te access  ra tes  or the ra tes  of the competing
ILE C) (see Fina l Order, Amendment of Rules  Governing the  Certifica tion and Regula tion of Competitive
Loca l Excha nge  Ca rrie rs , Va. S.C.C. Case No. PUC-2007-00033 (Sept. 27, 2007)), Was hing ton Adm in.

interconnection ra te, or depending on their regula tory s ta tus , incrementa l cos t), In the  Matte r of the
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Ve rizon ha s  compa re d the  a cce ss  ra te s  of va rious  ca rrie rs  a nd found tha t ma ny

ca rrie rs  ha ve  ra te s  fa r in e xce s s  of Qwe s t's . Be ca use  ca rrie rs  use  wide ly diffe re nt ra te

s tructure s , this  a na lys is  s hould compa re  ca rrie rs ' a ve ra ge  a cce s s  re ve nue  pe r minute

("ARPM"). This  ana lys is  takes  into account a ll of the  access  ra te  e lements  tha t the  ca rrie r

cha rge s  its  a cce s s  cus tome rs  a nd thus  ge ne ra lly provide s  a  more  "a pple s -to-a pple s "

comparison than a  review tha t cons ide rs  only a  s ingle  ra te  e lement. A comparison of the

ARP Ms  of Qwe s t a nd othe r ca rrie rs  tha t bill Ve rizon in Arizona  confirms  tha t ma ny

ca rrie rs ' intra s ta te  a cce ss  cha rges  a re  subs tantia lly highe r than those  of Qwes t, indeed,

severa l carriers  have ra tes that are  400% to more  than 1000% higher than Qwest's .8

The  compa rison of ca rrie r ra te s  me ntione d a bove  indica te s  tha t some  ca rrie rs

including Ve rizon Ca lifornia  - ge ne ra te  a  s ignifica nt portion of the ir re ve nue s  from

intras ta te  access  cha rges , and the re fore  will need to offse t these  revenues  through othe r

source s . The  Commiss ion should a llow ca rrie rs  to propose  a  re ta il ra te  de s ign pla n tha t

would ma ke  up for los t a cce s s  cha rge  re ve nue s . Any cha nge  in ra te s  should be  ma de

simultaneously with access  charge  reductions , and, if necessary, could be  phased-in over

a  pe riod of time .

Ve rizon propos e s  tha t the  Commis s ion re quire  a ll ca rrie rs  tha t s ubmit ta riffs ,

including CLECs, to (1) submit revised ta riffs  tha t reduce  the ir current access  cha rges  to

Qwe s t's  le ve ls , (2) qua ntify the  re duction  in  re ve nue s  a s s ocia te d  with  the  a cce s s

re ductions , a nd (3) propose  re ta il ta riff cha nge s  to offse t the se  los t re ve nue s . In short,

Es ta blis hme nt of Ca rrie r-to-Ca rrie r Rule s , Ohio PUC, Docket No. 06-l344-TP  (Augus t 22, 2007)
(adopting Rule 490111 -7-]4(D) capping CLEC access  ra tes  a t current ra tes  of the ILEC). Fina l Opinion
Modifying Intras ta te Access  Charges , Orde r Ins tituting Rulemaking to Review Policie s  Conce rning
Intras ta te  Carrie r Access  Charges , Ca lifornia  P .U.C. Decis ion 07-12-020 (Dec. 10, 2007) (capping CLEC
access  rates  at the higher of the s tate's  two largest ILE Cs ' intras tate access  rates  plus  10%).

8 Verizon's  APRM ca lcula tions  for specific companies  a re confidentia l.
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e a ch ca rrie r would propos e  a  ra te  re ba la ncing pla n. S o long a s  the s e  pla ns  do not

increase  tota l intra s ta te  revenues , the  Commiss ion would approve  them, and both se ts  of

ta riffs  -- the  access  reduction ta riffs  and the  re ta il ra te  change  ta riffs  -- would take  e ffect

s imultaneous ly.

Fina lly, the  FCC curre ntly ha s  unde r cons ide ra tion modifica tions  to the  fe de ra l

inte rca rrie r compe nsa tion re gime . The  Commis s ion s hould  continue  to  re vie w a nd

e va lua te  its  rule s  in light of a ny cha nge d fe de ra l rule , a nd, in ge ne ra l, Arizona 's  rule s

should be  consis tent with any federa l rules .

11. COMMENTS  ON S TAFF'S  QUES TIONS

In light of the  gene ra l principle s  discussed above , Verizon provides  the  following

comments on the Staff' s questions :

What should the  fund look like  ?

The  AUSF should be  kept small, and limited to providing access  to bas ic loca l
exchange  se rvice  for high-cost a reas , consis tent with the  Commiss ion's  intention for
the  fund to "assure  the  continued ava ilability of basic te lephone  service  a t reasonable
ra te s ." R14-2-1 l13.

What revenues should be assessed?

As noted above , Verizon be lieves the  current fund assessment and collection
methodology can remain in place , but should be  revis ited if the  FCC adopts  a
diffe rent me thodology.

What should the  A USF reporting requirements  be?

For carrie rs  tha t pay into the  fund, the  current once-a-year report on access  lines  or
revenues, as  appropria te , is  adequate  for the  Commission Staff to develop a  budget.
R14-2-1204. The  Commiss ion should a void ove rburde ning contributing ca rrie rs  with
unnecessary reporling requirements .

What should the rules be for companies serving high cost areas ?

2.

1.

3.

4.
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The AUSF rules are  designed to ensure  that customers in high-cost areas have access
to basic local service  a t reasonable  ra tes.

Should all carriers be treated the same regardless of service area or
technology used?

For purposes of disbursements , the  Commission should give  inte rested carrie rs  an
equa l opportunity to apply for support, but should only support one  ca rrie r pe r
geographic a rea , regardless  of technology. Also, the  Commiss ion should mainta in a
s ta tewide  benchmark for basic loca l se rvice  tha t it uses  to monitor the  appropria te
leve l of disbursements  from the  fund. Disbursements  from the  fund should be  used to
support consumer ra tes in high cost-areas, but should not be  used to make the  charges
for use  of high-cost technology equiva lent to basic loca l te lephone  se rvice .

What revisions to the exisfingA USF rules should be made?

See responses to other questions. Also, as noted above, the  Commission should adopt
a  de  minims  e xce ption tha t would e xclude  ca rrie rs  from contributing to the  fund if
the ir assessment would be  less  than $500 per month. In this  way, carrie rs  need not
continue  to genera te  and process reports  and payments , the  costs  of which like ly
exceed the  amount of the ir contributions .

Should the furzd allow upfront recovery of constructiorz costs?

No. The  fund should focus  on providing access  for bas ic loca l se rvice  tha t is
reasonably priced for both urban and high-cost a reas , ra ther than funding specific
projects . Under the  current rules , construction cos ts  would be  covered in the
ca lcula tion of the  cost of providing se rvice , and recovered through ra tes  and
appropria te  leve ls  of AUSF disbursements , if necessa ry. If the  AUSF funds  specific
projects , then certa in carriers  and consumers receive  a  benefit through separa te
funding for the  cons truction cos ts  tha t may not be  ava ilable  to s imila rly-s itua ted
carrie rs  and consumers , s ince  it is  unclea r how the  Commiss ion would decide  which
cons truction projects  to fund. Allowing ca rrie rs  to recove r cons truction cos ts  upfront
could a lso result in increased funding requirements  from year to year to be  borne  by
contributing carrie rs , and could impose  a  hardship on ra tepayers  through spikes  in the
surcharge.

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
revenues resulting from access charge reform ?

The Commission should not use  AUSF funds to make up revenues lost from access
charge  reform. See  response  to Question 15.

ShoulciAUSFfunding be available to competitive eligible telecommunications
carriers?

5.

6.

8.

9.

7.
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AUSF funding should be  ava ilable  to any ca rrie r tha t can provide  the  bas ic loca l
se rvices  identified by the  Commiss ion. However, the  Commiss ion should re s trict
disbursements  from the  AUSF to one  ca rrie r pe r geographic a rea . Competing ca rrie rs
can s till offe r se rvice , but only one  ca rrie r would be  subs idized for accepting the
obliga tion to provide  se rvice .

1 0 . Should A USFfunding be provided to companies that are not certified as
eligible telecommunications carriers?

No. The  Commiss ion should require  tha t ca rrie rs  rece iving AUSF funding a lso
qua lify for federa l funding because  tha t will reduce  the  amount of funding needed for
the  AUS F.

I I . Should companies be required tole a rate case to obtain AUSF revenue?

The ACC should have  a  method to de te rmine  tha t disbursements  from the  AUSF are
not ove r-compensa ting the  ETC for the  cos t of providing se rvice . Othe rwise , the
AUSF is  unfa irly and imprope rly subs idizing the  ne twork cos ts  of the  rece iving
ca rrie r, dis torting compe tition. A ra te  ca se  is  not required.

1 2 . [fa rate case is not required, what method should be used to determine
whether a company should receive A USFpayments?

The Commission could adopt a  s ta tewide  benchmark ra te  for basic loca l se rvice  and a
s ta tewide  average  disbursement for pe r-line  AUSF support in high-cos t a reas . If a
ca rrie r applies  for AUSF disbursements , and is  unwilling to accept the  de fault support
ra te , in order to provide  se rvice  a t or be low the  benchmark ra te , then it should be
required to demonstra te  why additiona l support is  necessary and in what amount.

1 3 . Should the AUSF rules be amended to allow for the provision of telephone
service in unnerved and underserved areas ?

See response to Question 7.

1 4 . Should the A USF rules be amended to allow for incentives to companies to
provide service in unnerved and underserved areas?

It is  inconsis tent with the  purpose  of USF to provide  funds  to a  ca rrie r tha t a re  not
directly tied to the  costs  of supporting basic ra tes  in urban and high-cost a reas .

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

No. Adopting a ll ALECA's  proposa ls  would ha ve  the  e ffe ct of incre a s ing the  s ize  of
the  fund, which is  not necessa ry or prudent. ALECA's  proposa ls  a re  des igned to
increase  the  amounts received by neura l carriers  from the  fund, without a  showing of

8
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cos t or need. For example , unde r ALECA's  plan, the  AUSF would have  to make  up
any funding tha t a  Small Loca l Exchange  Carrie r los t a s  a  re sult of modifica tions  to
the  federa l USF program or federa l access  charge  re form. ALECA a lso proposes
increas ing the  number of "Sma ll Loca l Exchange  Ca rrie rs" by including a ll ca rrie rs
with less  than 200,000 customers  in tha t ca tegory, ra ther than just those  with less  than
20,000 customers . As  a  result of tha t change , the  support provided to ca rrie rs  with
between 20,000 and 200,000 customers would no longer be  based on a  most e fficient
cost s tudy, but ra ther the  embedded costs  of the  incumbent provider, which could be
s ignificantly more  cos tly. Moreove r, ALECA proposes  to base  AUSF disbursements
for small LECs on the  diffe rence  be tween the  ca rrie r's  embedded working loop costs
and 115% of the  na tiona l ave rage  cos t pe r loop. P roposed R14-2-1202(A), Rl4-2-
1203.

ALECA a lso proposes  disbursements  from the  fund for upfront construction cos ts ,
which should be  re jected. See  Response  to Question 7. The  Commiss ion should
re ject proposa ls  tha t would increase  the  s ize  of the  fund.

Additiona lly, ALECA has  a sked tha t funding from non-intra s ta te  toll se rvice
providers  in Arizona  be  based on intrasta te  te lecommunica tions revenues ra ther than
payments  per access  line /trunk line . The  exis ting per access  line  support mechanism
reasonably dis tributes  AUSF funding evenly among use rs  of te lecommunica tions
se rvice s . Modifying the  funding mechanism as  proposed by ALECA would increase
the  percentage  of AUSF support provided by wire less  ca rrie rs  and the ir subscribers .
This  change should be  re jected as unfa ir, because  wire less  carriers  do not genera lly
rece ive  funds  from the  AUSF, ye t wire less  ca rrie rs  would be  paying a  grea te r
pe rcentage  into the  fund than loca l exchange  ca rrie rs  who do rece ive  ftuiding. If the
Commission decides  to fund the  AUSF from intras ta te  te lecommunica tions  revenues ,
it should exempt wire less  cus tomers  and ca rrie rs  from contributing.

1 6 . Should competitive bidding be a component of USF implementation?

The  use  of reverse  auctions  to de te rmine  which ca rrie r is  willing to se rve  a  ce rta in
area  could benefit consumers  and other ca rrie rs , by providing incentives  for the
winning carrie r to achieve  the  most e fficient costs  and reducing the  funds tha t must be
collected to support the  AUSF.

I7 . Should CLEC5 have to prove a need for AUSF revenues?

All ca rrie rs  taking disbursements  from the  AUSF should be  required to demonstra te
in some form that the  disbursements are  necessary to support the  purpose  of the  fund,
tha t is , equalizing ra tes  in rura l and urban areas. But, as  noted above , the
Commiss ion should limit disbursements  from the  AUSF to one  ca rrie r pe r a rea .
Accordingly, the  Commiss ion's  rule  granting support from the  AUSF to any
competing ca rrie r opera ting in the  same a rea  as  a  ca rrie r tha t qua lified for AUSF
disbursements  (Rl4-2-l206(E)) should be  abandoned.

9
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18. Wha t s e rvice s  s hould be  e ligible  for inclus ion in s e rvice s  s upporte d by the
A USF?

Only ba s ic  loca l s e rvice s ,  a s  s e t forth  in  R14-2-l20l(6),  s hould be  e ligible .  The  ACC
should not e xpa nd the  de finition to othe r s e rvice s  a t this  time .

19. Should A USFpayments be used for line extensions and lasso how should
eligible costs be determined?

See response to Question 7.

20. How s hould  the  A US F s urcha rge s  be  ca lcula te d?

S e e  re sponse  to Que s tion 2.

21-29. Questions re ETC Report.

Although Ve rizon doe s  not obje ct in principle  to a  Commis s ion progra m to incre a s e
Life line  pa rtic ipa tion within Arizona , the  propos e d progra m  outline d in  the  ETC
Re port ra is e s  s e ve ra l conce rns . F irs t,  Life line  is  wide ly a dve rtis e d toda y through
va rious  s ource s . Inde e d, a ll ETCs  a re  obliga te d to public ize  the  a va ila bility of

cle a r tha t the  propose d Commiss ion a ction is  ne ce s sa ry, a nd, the  Commiss ion should
cons ide r inde pe nde ntly the  a ccura cy of the  prob e cte d incre a se  of a lmos t se ve n-fold in
the  num be r of Life line  pa rtic ipa nts  in Arizona  through this  propos a l.  (And a s  note d
a bove , Arizona  ha s  a  ve ry high te le phone  pe ne tra tion ra te  tha t ha s  incre a se d
s ignifica ntly in the  pa s t 15 ye a rs , a nd the re fore  no a dditiona l progra ms  to incre a se
pa rtic ipa tion in Life line  a nd Link-Up a re  ne e de d.)9

S e cond, a lthough the  e s tima te d cos t of imple me nta tion ($27,808.83) is  minima l, the
a nnua l ope ra tiona l cos t ($325,300.00) is  subs ta ntia l give n the  curre nt s ize  of the
AUS F, be ca use  it would re pre se nt a n a lmos t 50% incre a se  in 2007 disburse me nts

unle s s  cle a r be ne fits  to Arizona  re s ide nts  a re  e vide nt.

Third, the  Commiss ion should be  mindful tha t these  new opera tiona l cos ts  would not
furthe r the  bas ic goa l of the  AUSF se t by the  Commiss ion, which is  to equa lize  the
ra tes  for basic loca l se rvice  be tween urban and high-cost se rvice  a reas . Rather,
Arizona  ca rrie rs  and res idents  would be  underwriting a  program to enla rge
pa rticipa tion in a  fede ra l program for low-income  re s idents . Tha t is  a  change  in

9 Verizon California previously expressed its position against automatic enrollment in a response to a Staff
Data Request (STF l.l) in Docket No. T-00000A-05-0380.

10 "To da te , only Citizens Te lecommunica tions Company of the  White  Mounta ins , Inc.. , . is
receiving AUSF money in the  amount of $769,620 annually per Decision No. 56657, dated October 10,
l989 ." In  the  Ma tte r o f The Notice  of Proposed Amendments  to the  Arizona Universa l Service  Fund,
Decision No. 69198 (ACC Dec. 21, 2006).
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purpose  for AUSF, outs ide  the  current goa ls  of the  program, and should not be
adopted without se rious  considera tion by the  Commission.

Fourth, the  ETC Report recommends tha t the  AUSF use  the  Arizona  Department of
Economic Se rvices  ("DES") a s  the  entity tha t identifie s  and he lps  enroll re s idents  in
the  Life line  progra m. Give n the  s ignifica nt commitme nt of re s ide nts ' funds  to DES ,
the  Commiss ion should cons ide r ca re fully whe the r it is  more  appropria te  for the
Legis la ture  to appropria te  funds  directly to DES for the  proposed Life line  enrollment
program, ra the r than ra is ing and us ing funds  from the  AUSF.

If the  Commiss ion adopts  the  recommended program, Verizon s trongly urges  it to
limit its  scope . For example , the  Commiss ion should adopt specific and measurable
goals for the  program, and sunset the  program after no more  than three  years, unless
the  goa ls  a re  met and there  a re  substantia l increases  in Life line  participa tion by the
re s idents  of Arizona .

111. C O NC LUS IO N

The  Commiss ion should ma inta in a  re la tive ly sma ll unive rsa l se rvice  fund limited

to providing s upport for ba s ic loca l s e rvice s  in high-cos t a re a s , a nd, if it a dopts  ne w

AUS F rule s , ma inta in s ufficie nt fle xibility to re s pond to cha nge s  in the  fe de ra l US F

progra m. Als o , the  Commis s ion  s hould  re quire  a ll ca rrie rs  - including CLECs  - to

reduce their access charges to Qwest's  levels  as Verizon proposes.

Ve rizon a ppre cia te s  the  opportunity to  pa rticipa te  in  th is  docke t, a nd looks

forwa rd to  working with the  Commis s ion, S ta ff a nd othe r pa rtie s  in  re s olving the s e

important issues .
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