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January 4, 2008

Arizona Corporation Commission

Via  Fe dEx Ove rnight Ma i l DQCKETED
Arizona  Corpora tion Commiss ion
Docke t Control - Utilitie s  Divis ion
1200 West Washington Street
P hoe nix, AZ 85007

JAN 7 2008

Re : In the  Ma tte r of the  Inve s tiga tion of the  Cos t of Te le communica tions  Acce s s
Docke t No. T-00000D-00-0672, a nd
In the  Ma tte r of the  Re vie w a nd P os s ible  Re vis ion of Arizona  Unive rs a l S e rvice
Fund Rule s , Artic le  12 of the  Arizona  Adm inis tra tive  Code
Docke t No.  RT-00000H-97-0137

De a r S ir/Ma da m :

Enclosed for filing is  an origina l and 15 copies  of the  Joint Comments  of
Esche lon Te lecom of Arizona , Inc., Mounta in Te lecommunica tions , Inc. and Electric
Lightwave , LLC in connection with the  above -re fe renced docke ts . Pursuant to ACC
Filing Requirements , Confidentia l Exhibits  A and B will only be  provided to ALJ  Rodde r
and ACC S ta ff.

S ince re ly,

Mm }"Ll<,/

Ca the rine  A. Murra y, Ma na ge r
Re gula tory Affa irs
Inte gra  Te le com, Inc.
730 S e cond Ave nue  S outh
S uite  900
Minne a po lis ,  MN 55402
612-436-1632 (dire ct/voice )
612-436-6816 (de pa rtme nt fa x)
E m a il: ca murra v@ e s che lon.com

cc: P a rtie s  of Re cord (U.S . Ma il)
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BEFORE THE ARIZONA CORPORATION COMMISSION

COMMISSIONERS

MIKE GLEASON .. CHAIRMAN
WILLIAM A. MUNDELL
JEFF HATCH-MILLER
KRISTEN K. MAYES
GARY PIERCE

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

DOCKET NO. RT-00000H-97-0137
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IN THE MATTER OF THE INVESTIGATION OF )
THE COST OF TELECOMMUNICATIONS )
ACCESS )

>

DOCKET NO. T-00000D-00-0672

JOINT COMMENTS OF ESCHELON TELECOM OF ARIZONA, INC.,
MOUNTAIN TELECOMMUNICATIONS, INC. AND ELECTRIC

LIGHTWAVE, LLC.

Introduction

Eschelon Telecom of Arizona, Inc.,(Eschelon), Mountain Telecommunications,

Inc.(MTI) and Electric Lightwave, LLC, (ELl), (collectively, "the Joint Carriers") jointly submit

the following comments and responses to the questions posed by the Staff of the Arizona

Corporation Commission, in compliance with the Procedural Orders issued on September 19,

2007 and November 30, 2007, in these Dockets.

I .

The  Joint Carrie rs ' only comment regarding the  AUSF is  tha t the re  should be  a  comple te

reassessment of the  need for the  AUSF in light of changes in the  industry and the  current leve ls

of pene tra tion for basic te lephone  se rvice . The  initia l question tha t should be  addressed is

whether the  goals  of universa l service  have been met, and thus whether the  AUSF is  necessary.
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As to the  issue  of intras ta te  switched access , the  Joint Carrie rs  be lieve  tha t there  is  little

need for re form of access  charges  a t this  time . In fact, intras ta te  access  charges  a re  a  diminishing

source  of revenue  due  to technologica l changes and the  use  of unregula ted a lte rna tives for long-

dis tance  ca lling. Furthe rmore , the  FCC is  proceeding with comprehensive  access  charge  re form

that may render any s ta te  commission action moot. The  cost of a  comprehensive  s ta te  access

proceeding would be  s ignificant and would cons titute  an unjus tified expenditure  of time  and

money for CLECs and the  Commiss ion. In essence , such a  proceeding would seek a  solution in

search of a  problem. Fina lly, the  Commiss ion should acknowledge  tha t the  issues  faced by

CLECs a re  much diffe rent than those  faced by rura l ILE Cs. If the re  is  a  need to proceed with

access  re form for the  rura l ILE Cs, CLECs should not be  included in such a  proceeding.

Examination of CLEC access  charges should proceed only a fte r the  ILEC charges have  been

investiga ted and resolved.

II. Procedural Recommendation

Should the  Commission decide  to proceed with an investiga tion of access  charges  for

CLECs, the  Joint Carrie rs  recommend tha t the  matte r commence  with a  se ries  of workshops to

explore  the  facts , the  issues  and the  impact of possible  changes. These  workshops could identify

the  key issues  to be  addressed and potentia lly narrow the  policy and factua l issues . Such

workshops could even lead to a  se ttlement of some or a ll issues and thus limit the  scope  of any

evidentia ry hearings tha t prove  necessary. Once  the  workshops a re  comple ted and the  scope  of

the  factua l and policy issues is  narrowed the  Commission and the  parties  should reconvene  to

determine  the  appropria te  procedure  to resolve  the  remaining issues.

111 . Responses to Staff Access Charge Questions.

The  following a re  the  responses  of Esche lon, MTI and ELl to the  Upda ted Access  Charge

Questions  lis ted on Exhibit B of the  Notice  of Filing da ted September 4, 2007 :
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Do you be lieve  tha t the  Commission ought to res tructure  access  charges?  Please  expla in
your response .

RESPONSE : No. Not a t this  time , a t leas t a s  applied to competitive  loca l exchange

ca rrie rs  (CLECs). The re  is  continuing financia l and regula tory unce rta inty facing CLECs .

CLECs a re  in jeopardy of potentia lly devasta ting decis ions  on Qwest forbearance  pe titions  a t the

FCC. In addition, the  FCC is  examining the  whole  issue  of inte rca rrie r compensa tion in a

potentia lly comprehensive  manner. The  cost of a  proceeding to review intras ta te  access  charges

and implement possible  changes would fa r exceed the  benefit of doing so. There  is  no pressing

need to take  any action on CLEC access charges a t this  time and every reason not to.

What recommenda tion to the  Commission would you make  regarding how intras ta te
access charges should be reformed?

RES P ONS E: Reform of intrasta te  access charges is  unnecessary and should not be done

a t this  time . If re form is  to take  place  it should be  gradua l and take  into account the  unique

characteris tics  of each provider of access. CLEC access charges should be  considered separa te ly

from rura l ILEC access  charges .

Would you recommend the  Commission address both switched and specia l access in an
access charge  reform proceeding?  If you response  is  yes, please  expla in.

RESPONSE : See above responses.

What is  your current recommendation to the  Commission on how access  charges should
he  re formed?

RESPONSE : See responses to previous questions. We do not believe that access charge

re form is  necessa ry a t this  time .

Please update  your response to the  questions and issues contained in the  12-3-01
Procedura l Order in Docke t No. T-00000A-00-672 to the  extent you fee l they should be
updated.

RESPONSE : These responses contain the  updated information that is  necessary.

How would the  FCC's  proceeding to re form inte rca rrie r compensa tion a ffect the  ACC's
actions to reform intrasta te  access charges?

2.

t .

3.

4.

5.

6.
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RESPONSE : The  FCC's  inte rca rrie r compensa tion proceeding could profoundly a ffect

ACC actions  depending on the  type  of re form tha t is  adopted by the  FCC. For example , the

Missoula  plan includes intrasta te  access charges as  part of the  plan and could include  an a ttempt

to pre-empt s ta te  access  jurisdiction. If such an a ttempt were  to succeed it could make  any s ta te

re form moot. Eve n without pre e mption, proce e ding with re form, without knowing the

parameters  of the  FCC's  de te rmina tion, could result in incompatible  access  plans .

Do you be lieve  tha t inte rexchange  carrie r switched access  charges ought to exis t?  Please
provide  your ra tiona le  for your pos ition on this  ma tte r.

RES P ONS E : Yes. There  a re  costs  associa ted with providing access  services  tha t should

be  collected from inte r-exchange  ca rrie rs  a s  use rs  of the  switched ne twork. As  provide rs  of

switched-access, CLECs and other local exchange carriers  are  entitled to be  compensated for the

use  of the ir loca l ne twork (including common line  cos ts ) by inte r-exchange  ca rrie rs . In this

sense , switched-access ra tes must be  viewed by the  Commission as compensation IXCs must pay

for inte rconnecting with loca l ca rrie rs , including CLECs, to ge t access  to the  loca l ne twork.

Do you think tha t the  notion of implicit subs idie s  ought to be  a  component of any
ana lys is  tha t the  Commiss ion [pe rforms]?

RES P ONS E: Yes. If the  Commission intends to base  its  decis ions  regarding access

charges on a  presumption about the  existence  and magnitude  of implicit subsidies  there  must be

an ana lys is  of whe ther and to wha t extent such subsidies  exis t. At this  point the  Commission has

no factua l informa tion on the  impact, if any, of implicit subs idie s  in the  de te rmina tion of access

charges.

Do you be lieve  tha t the  AUSF ought to pick up any revenue  reduction tha t may occur as
a  result of the  reform of access  charges?  Please  provide  the  ra tionale  for your response .

7.

8.

9.
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RES P ONS E: No, not ba sed on current informa tion in the  record. The re  is  currently no

evidence  in the  record to jus tify such an outcome . There  would firs t have  to be  an ana lys is  of

current ra tes  and the  exis tence  and extent of any subsidy included in such ra tes . There  would

also have  to be  an analysis  of whether and to what extent the  AUSF is  necessary for the

maintenance  of unive rsa l se rvice . This  is  an issue  tha t may diffe r grea tly be tween rura l ILE Cs

and most CLECs.

Please  provide  the  following to ass is t in deve loping a  rough es timate  of the  extent to
which implicit subsidies  exis t in access  charges assessed by Arizona  loca l exchange
companies .
a .. What is  your es timate  of the  implicit subsidies  in access  charges  tha t exis t on a

statewide basis?
Please  expla in how that estimate  was developed.
Wha t is  your e s tima te  of the  exis ting implicit subs idie s  tha t exis t by loca l
exchange company?

b.

c.

RES P ONS E: The  Joint Carrie rs  do not have  the  information or means to deve lop such

an e s tima te . If this  proceeding is  to go forward tha t would have  to be  one  of the  initia l factua l

questions to be  addressed in an evidentiary hearing.

Should access charges be set a t the same rates as unbundled network elements for the
same network e lements  and functionalities?  Please  expla in your response  .

RES P ONS E : This  pricing methodology would not be  appropria te  for se tting access  ra tes

for CLECs s ince  CLECs do not provide  unbundled ne twork e lements . It would not be

appropria te  to utilize  the  UNE costs  of an ILEC, such as  Qwest, because  CLECs and ILE Cs have

diffe rent cos t s tructures . For example , CLECs do not have  the  marke t power to negotia te

volume  discounts  with switch vendors .

If you be lieve  AUSF out to pick up any revenue  reduction tha t may occur a s  a  re sult of
the  re form of access  charges , what parameters  would you implement to de te rmine  what
amount ought to be  picked up by AUSF?

RES P ONS E: See response to # 9 above.

7.

8.

9.
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10. How would you quantify the  reductions?  P lease  expla in your re sponse  to include  items
such as whether the  AUSF amount would be  based on current year switched access
minutes, on current year access revenues, historica l year access minutes, e tc.

RES P ONS E: See response to # 9, above.

11. Provide  an estimate  of the  effect on access revenues for your company if access charges
are  re formed in the  manner tha t you recommend to the  Commission.

RESPONSE : Esche lon, MTI and ELl a re  recommending tha t no changes  be  made  a t this

time and therefore  that there  be  no effect on access revenues due to such reform.

1 2 . For companies tha t provide  access  service , please  provide  the  dolla r amount of revenues
from intrasta te  switched access  charges tha t you rece ived by ra te  e lement, by month, for
the  period July 1, 2006 through June  30, 2007.

RESPONSE : Please  see  Trade  Secre t and Confidentia l Exhibits  A and B. Please  note

tha t those  Exhibits  conta in informa tion not for public disclosure .

13. For companies tha t purchase  access service , please  provide  the  dollar amount of the
payments for switched access charges that you made (by company, ra te  e lement, and
month imposs ible ) for the  Period July l, 2006 through June  30, 2007.

RES P ONS E:  N/A

1 4 . Should additiona l considera tions  be  taken into account when s tructuring and/or se tting
access  charges for small rura l carrie rs?  Please  expla in your response .

RES P ONS E : We a re  not familia r with the  needs  of small rura l ca rrie rs  so we  have  no

comment.

15. Please  comment on any other issues  you be lieve  may be  re levant to the  Commission's
examination of intrasta te  access charges.

RES P ONS E: As s ta ted, the  Joint Carrie rs  do not be lieve  tha t an examina tion of

intrasta te  access charges is  necessary or prudent a t this  time. If such an examination does go

forward, the  Commiss ion should firs t proceed with a  de te rmina tion of the  appropria te  cos ting

mechanism to apply to intras ta te  access , including an examina tion of whether and to what extent

v
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an implicit subs idy is  included in exis ting access  ra te s  for each ca rrie r. We  would aga in

emphasize  that any approach to access reform should proceed in a  deliberate  and case-by-case ,

company-by-company manne r. The  Commiss ion should avoid applica tion of a  "cookie -cutte r"

approach to access  charges. The  Commission should consider the  unique  characteris tics  of the

various  te lecommunica tions  provide rs , including the  broad va ria tions  tha t occur be tween CLECs

in de te rmining access  charge  policy.

1 6 . Are there  other issues besides the  ra te  restructuring and costing issues ra ised here in that
should be  addressed by the  Commission in this  Docket?

RES P ONS E: The  Joint Carrie rs  do not be lieve  tha t any issues  concerning intrasta te

access charges need to be  addressed a t this  time. However, if the  proceeding goes forward the

prompt payment of access charges by access users should be addressed.

1 7 . Are there  other Sta te  proceedings and/or decis ions tha t you would recommend the
Commission examine  before  it proceeds  with this  Docke t?  P lease  a ttach any re levant
Sta te  commission decis ions to your comments .

RES P ONS E: None  a t this  time .

18. One of the  sta ted obi ectives of the  Qwest Price  Cap Plan was to achieve  parity between
intersta te  and intrasta te  access charges. Is  this  something tha t should be  looked a t by the
Commiss ion in this  proceeding?

RESPONSE : No. There  is  no reason that intersta te  and intrasta te  access charges need to

be  in parity. There  is  no reason to be lieve  the  FCC's  benchmark cost s tandard is  presumptive ly

appropria te  for Arizona . The  FCC's  benchmark cos t approach ignores  the  cos t cha racte ris tics  of

individua l CLECs and is  based on the  a ssumption "one  s ize  fits  a ll." If the  Commiss ion decides

to explore  a  benchmark cost approach for CLECs, it should consider other more  appropria te

benchmarks  such as  inte rs ta te  NECA ra tes . In addition, to the  extent tha t pa rity be tween

intersta te  and intrasta te  access charges is  a  goal, given the  ongoing intercarrier compensation

re form a t the  inte rs ta te  leve l, it can not be  achieved until the  FCC comple tes  its  re form.

H

In
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1 9 . Parties  who desire  tha t switched access charges be  reformed often sta te  tha t switched
access  charges  in genera l, and the  CCL ra te  e lement in particula r, conta in implicit
subsidies . Do you agree  with this  s ta tement?  P lease  provide  an explana tion of the
ra tiona le  for your pos ition, including any computa tions  tha t you might have  made .

RES P ONS E : A record has not been developed upon which to base  any assumptions

about whether switched access  charges  conta in implicit subsidies . The  exis tence  of and

magnitude  of such a lleged subsidies  should firs t be  investiga ted and de termined before  any

decis ions a re  made . The  ana lysis  should not begin with an assumption tha t has  not been proven.

Furthe rmore , even if such cha rges  may include  some  implicit subs idie s , the  amount would like ly

depend on the  cost s tructure  and individua l characte ris tics  of each company. Because  diffe rent

companies have different unit costs  due  to economies of sca le  or other reasons, the  amount or

existence  of such a  subsidy can not be  assumed to be  uniform.

20. Do you be lieve  tha t the  Commiss ion should quantify implicit subs idie s?
a. At a ll?
b. As part of this  proceeding?
c. As part of proceedings  tha t address  each carrie r individua lly?

RES P ONS E: Yes. If there  are  to be changes to intrasta te  access charges, such changes

should not be  made  based upon assumptions about implicit subsidies , but ra ther on quantifica tion

of such subsidies . As s ta ted in response  to # 20, above  such a  quantifica tion can only be  done  on

a  ca rrie r by ca rrie r bas is .

21 . If you be lieve  tha t the  Commiss ion should quantify implicit subs idie s , wha t is  the
appropria te  cost standard to be use to determine whether access charges are  free  of
implicit subs idie s?

RES P ONS E: The Joint Carriers  have  not decided what the  appropria te  cost s tandard

would be . One  of the  initia l issues  to be  de te rmined in this  proceeding would be  wha t cos t

s tandard should apply.

22. What issues do you believe should be  addressed in a  proceeding to determine whether
and to what extent intrasta te  access charges ought to be reformed?

8
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RESPONSE : Firs t, the  Commission should evalua te  the  potentia l costs  of an access

re form proceeding ve rsus  the  potentia l benefits  of ra te  re s tructuring. If the  proceeding is  to go

forward after such an evaluation, among the  issues to be  addressed should be: the  appropria te

cost s tandard to be  applied to intrasta te  access charges, the  extent that any ra te  reductions would

be passed on to consumers by purchasers of access, the  extent of revenue reductions that would

be  experienced by loca l carrie rs , the  impact of such revenue  reductions  on loca l se rvice

competition, the  diffe rences  in the  cost s tructures  of the  various  access  providers , and how to

make  any resulting access  charge  competitive ly neutra l.

23. Do you be lieve  tha t the re  is  a  diffe rence  in the  cos ts  of providing inte rs ta te -switched
access service  versus intrasta te-switched access service?  In your response , please  include
a  description of how costs  a re  defined in your response  and how those  costs  re la te  to
costs  a lloca ted to the  intras ta te  jurisdiction under the  FCC's  current rules .

RESPONSE : We do not know if the re  is  a  diffe rence  in the  cos t of providing inte rs ta te

and intrasta te  switched access. That could be  one  of the  questions to be  addressed if this

proceeding were  to go forward. However, the re  is  no reason to be lieve  tha t the  cost of intras ta te

services would be  consis tent with intersta te  ra tes , because  for ta riffed access services, CLEC

interstate access charges are not based on a cost standard, but rather are set based on benchmarks

es tablished pursuant to the  FCC's  April 26, 2001 Seventh Report and Order In the  Matte r of

Access  Charge  Reform of Access  Charges  Imposed by Competitive  Loca l Exchange  Carrie rs  in

CC Docke t No. 96-262. For non-ta riffed a rrangements , CLECs a re  able  to negotia te  individua l

case  based ra tes  directly with IXCs.

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

RESPONSE : No. CLEC access charges should be  addressed in a  separa te  Docket from

the  access  charges  of rura l ILE Cs. If they a re  examined in this  Docke t, it should be  done  in a

separa te  phase  of the  Docket. The  two types of companies  have  diffe rent issues and diffe rent

9
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cost s tructures  and the  issue  of the  AUSF is  a  much bigger factor for the  rura l ILE Cs. Because

CLECs tend to vary wide ly in how they provide  se rvice  and the  importance  of access  revenues ,

we would recommend a  case-by-case  approach ra ther tha t a  generic, s ta tewide  proceeding. A

"one-s ize  fits  a ll" approach to access  re form should not be  used. If the  Commiss ion decides  to

move  forward on re forming access  charges , it should move  gradua lly and in a  manner tha t a llows

each provider to address its  unique  needs and issues. The preferred approach would be  to

address these  issues when and if they are  ra ised as part of a  complaint or other proceeding by one

of the  directly a ffected pa rtie s .

Iv. Conclus ion

Esche lon, MTI and ELl recommend tha t the  Commiss ion take  no action a t this  time  on

CLEC intrasta te  access charges. The cost and time spent on such a  process could be  better used

by CLECs, and the  Commission, to provide  be tte r se rvice  and more  robust loca l te lephone

compe tition in Arizona .

Respectfully submitted,

(166/Z44Zb8%¢¢f WML
Ca the rine  A. Murra y, Ma ra t
Re gula tory Affa irs
Integra  Te lecom
730 Second Avenue South, Suite  900
Minne a polis , MN 55402
612-436-1632 (direct/voice )
612-436-6816 (department fax)
camurrav@integra te lecom.com

Origina l and 15 copie s  filed this
4th day of January, 2008, with:

Docke t Control
Arizona  Corpora tion Commiss ion
1200 West Washington Street
P hoe nix, Arizona  85007
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Jane  L. Rodder (Confidentia l)
Adminis tra tive  La w Judge
He a ring Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
P hoe nix, Arizona  85007

Joan S. Burke
Osborn Ma ledon, P .A.
2929 North Centra l Avenue
Suite  2100
P hoe nix, AZ 85012-2794

Ernes t Johnson, Director (Confidentia l)
Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
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Thomas  Campbe ll
Micha e l He lle r
Le wis  a nd Rosa  LLP
40 North Ce ntra l
P hoe nix, Arizona  85004

Scott Wa ke fie ld (Confide ntia l)
Chie f Counse l
Re s ide ntia l Utility Consume r Office
1110 West Washington, Suite  220
P hoe nix, AZ 85007

Micha e l M. Gra nt
Ga lla ghe r & Ke nne dy, P .A.
2575 East Camelback Road
P hoe nix, Arizona  85016-9225

Da n Fole y
Gregory Castle
AT&T NE VADA
645 East P lumb Lane , B132
P.O. Box 11010
Re no, NV 89520

Je ffrey W. Crocke tt
Bra dle y S . Ca rroll
S ne ll & Wilme r, LLP
One  Arizona  Cente r
400 East Van Buren
P hoe nix, AZ 85004-2202

Norm Curtright
Reed Peterson
Qwes t Corpora tion
20 East Thomas Road, 16th Floor
P hoe nix, Arizona  85012

Micha e l W. Pa tte n
Roshka  DeWulf & Pa tten, PLC
One Arizona  Cente r
400 East Van Buren Stree t, Suite  600
P hoe nix, AZ 85004

Ma rk A. DiNunzio
Cox Arizona  Te lkom, LLC
1550 West Deer Va lley Road
MS  DV3-16, Bldg. C
P hoe nix, AZ 85027

Gary Joseph
Sharenet Communica tions
4633 West Polk Stree t
P hoe nix, Arizona  85043

Nathan Glazie r
Regiona l Manager
ALLTEL COMMUNICATIONS , INC.
4805 Eas t This tle  Landing Drive
P hoe nix, AZ 85044
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Thomas W. Bade, President
Arizona  Dia ltone , Inc.
7170 W. Oakland Stree t
Cha ndle r, AZ 85226

Lynda ll Cripps
Vice  Pres ident, Regula tory
Time  Warne r Te lecom
845 Camino Sur
P a lm S prings , CA 92262

Cha rle s  H. Ca rra the rs , III
Genera l Counse l, South Centra l Region
Ve rizon, Inc.
HQE03H52
600 Hidden Ridge
Irving, Te xa s  75015-2092

OrbitCom, Inc.
Brad VanLeur, P res ident
1701 North Louise  Avenue
S ioux Fa lls , S D 57107

Arizona  Reporting Se rvice , Inc.
2200 North Centra l Avenue
Suite  502
P hoe nix, AZ 85004-1481

i n.

By: 4.

rWK. Wa yne
Assis tant to Ca therlne gra yr
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