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Pursuant to the November 28, 2007 Procedural Order issued in the above-

referenced consolidated dockets, the Arizona Local Exchange Carriers Association

("ALECA") hereby submits the following reply comments to the September 4 and

November 19, 2007 Staff lists of issues.
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ALECA' S  REP LY CO MMENTS

The parties submitting initial comments in the consolidated Arizona Universal

Service Fund ("AUSF") and Access Dockets have expressed a wide variety of opinions

regarding the proper role of the AUSF and the extent to which and how intrastate access

charges should be brought into closer alignment with interstate charges. In its Initial

Comments, ALECA repeated two proposals that it first advanced in a 2004 submission in

the AUSF Docket and in a 2006 White Paper. First, as in 2004, ALECA recommended

providing AUSF support to rural incumbent local exchange carriers ("ILE Cs") with high

cost loops and to help defray the cost of extending lines to remotely located customers.

Second, as in 2006, ALECA again called for bringing the intrastate switched access rates

of rural ILECS into equality with their interstate rates and having the AUSF compensate
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rura l ILE Cs  for the  e ntire  re duction in re ve nue . Fina lly, in re s pons e  to the  S ta ff' s

Nove mbe r 19, 2007 Additiona l AUS F Issues ALEC A endorsed the

re comme nda tions  of the  Arizona  Eligible  Te le communica tion Ca rrie rs  ("ETCs ") in the ir

2005 Re port a nd Re comme nda tions  on Life line  a nd Link-Up ("Re port"). Othe r pa rtie s '

comme nts  in the s e  cons olida te d docke ts  ra nge d from a ls o s upporting the  ETC's  2005

recommendations , to opposing any expansion of the  AUSF and ques tioning the  wisdom of

revenue-neutral access charge reform.

With re s pe ct to  a cce s s  cha rge  re form, e ve ry comme nting pa rty but the  J oint

Carrie rs , recognized the  need for a t leas t the  rura l ILE Cs  to bring intras ta te  access  ra tes

into close r corre sponde nce  with inte rs ta te  ra te s . The re  wa s  disa gre e me nt, howe ve r, on

whe ther to a ttempt comple te  equa lity and if rura l ILE Cs  should be  a llowed to replace  the

s a crifice d re ve nue  with s upport from the  AUS F. Some  pa rtie s  re comme nd funding a t

leas t pa rt of the  reduction in revenue  by ra is ing bas ic loca l exchange  or othe r re ta il ra tes ,

a nd othe rs  propose d re sorting to AUSF fina ncing only to the  e xte nt tha t loca l ra te s  a re

firs t incre a s e d to a  be nchma rk le ve l a nd it ca n be  s hown tha t curre nt e a rnings  a re  not

excessive . On the  othe r ha nd, the re  a ppe a rs  to be  wide s pre a d a gre e me nt a mong the

commenting pa rtie s , including ALECA, tha t whe re  it is  nece ssa ry to increa se  the  s ize  of

the  AUSF, the  resulting surcharge ra te  should be  broadly based.

While  ALECA doe s  not ne ce s s a rily dis a gre e  with  s e tting a  be nchma rk ra te ,

ALECA opposes  re lying sole ly on loca l and othe r re ta il ra te  increases  to finance  access

cha rge  re form a nd re quiring e a rnings  re vie ws  be fore  re ce iving support from the  AUSF.

ALECA respectfully points  out tha t it is  not feas ible  to ra ise  loca l and othe r re ta il ra tes  fa r

enough to compensa te  for the  los s  of revenue  from bringing intra s ta te  access  ra te s  into

e qua lity with inte rs ta te  ra te s . As  ALECA e s tima te d in its  2006 White  P a pe r, the  loca l

e xcha nge  ra te s  of its  me mbe rs  would ha ve  to ne a rly double  in orde r to ma ke  up for the

los t revenue  associa ted with matching the ir inte rs ta te  access  ra te  leve ls . Requiring a  rura l
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ILEC to de mons tra tion tha t e a rnings  a re  not e xce s s ive  be fore  re ce iving AUSF s upport

would only embroil the  Commiss ion and the  ILEC in lengthy and cos tly proceedings  and

will only furthe r de la y the  re form tha t is  a lre a dy long ove rdue . Re ga rdle s s  of wha t the

FCC ma y choos e  to do with the  le ve l of inte rs ta te  a cce s s  cha rge s , it is  ce rta in tha t the

current wide  dispa rity be tween intra s ta te  and inte rs ta te  ra te s  will not na rrow noticeably if

intrasta te  ra tes s tay where they are  today.

Despite  ALECA's  disagreements  with othe r commenting pa rtie s , the re  appea rs  to

be  ample  room for compromise  and consensus  on the  subject of access  cha rge  re form if

the  pa rtie s  a re  a fforded the  opportunity to negotia te . For example , the  financia l impact of

bringing intra s ta te  access  ra te s  of rura l ILE Cs  into equa lity with inte rs ta te  ra te s  may be

mitiga ted by phas ing in the  adjus tment, i.e ., ove r thre e  ye a rs . The  fina ncia l impa ct ma y

a ls o be  mitiga te d by firs t e limina ting the  ca rrie r common line  cha rge  a s  the  FCC ha s

a lre a dy done  or by firs t re ducing rura l ILE Cs ' intra s ta te  ra te s  only a s  fa r a s  Qwe s t's

current intra s ta te  access  ra te  leve l. Agree ing on a  rea sonable  benchmark for loca l ra te s

doe s  not s e e m outs ide  the  re a lm of pos s ibility, a nd a rriving a t a  cons e ns us  on the

appropria te  AUSF surcharge  mechanism a lso seemslike ly.

ALECA is  open to compromise  provided tha t the  outcome prese rves  and promotes

the  widespread ava ilability and a ffordability of high qua lity te lecommunica tions  se rvice s

in rura l a re a s  a nd s ma ll towns  in Arizona . Howe ve r, ALECA mus t dis a gre e  with thos e

pa rtie s  who oppos e  e xpa nding the  AUSF to provide  s upport for rura l ILE Cs  with high

cos t loops  a nd for line  e xte ns ions  to re mote ly loca te d home s . A progra m of high cos t

loop s upport for rura l ILE Cs  (a s  ALECA propos e d in 2004) provide s  a n ince ntive  to

extend the  reach of the ir facilitie s  to se rve  additiona l rura l re s idents . As  the  rura l ILE Cs '

cos t pe r loop ris e s  in compa ris on to the  na tiona l a ve ra ge , ALECA's  propos e d progra m

provides  rura l ILE Cs  with grea te r support. Additiona lly, if fede ra l high cos t loop support

for Arizona 's  rura l ILE Cs  de cline s  in the  future  (which s e e ms  like ly), s upport from the

3
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AUS F will incre a s e  unde r ALECA's  propos a l. As  long a s  the  e mbe dde d cos t pe r loop

e ligible  for s upport include s  only a  re a s ona ble  re turn on inve s te d ca pita l, e xce s s ive

e a rnings  s hould not be come  a n is s ue . Like wis e , d ire ct s upport for pa rticula r line

e xte ns ions  would be  tre a te d a s  a  contribution in a id of cons truction unde r ALECA's

proposa l a nd not include d in the  re cipie nt's  ra te  ba se . Thus , support from the  AUSF for

high cos t loops  a nd line  e xte ns ions  s e e ms  a n inte gra l a nd ma na ge a ble  e le me nt of a ny

compromise .

F ina lly, ALECA is  p le a s e d  tha t the  ETC's  2005 Re port ma y be  re vive d  a nd

brought to the  a tte ntion of the  Commis s ion. As  the  Re port obs e rve s , a utoma tica lly

e nrolling indige nt fa milie s  in Life line  a nd Link-Up whe n the y a pply for othe r forms  of

public a s s is ta nce , is  the  mos t e ffe ctive  me a ns  of re a ching qua lifie d hous e holds , a nd

ce ntra lize d a dminis tra tion is  e s s e ntia l to a chie ving a utoma tic e nrollme nt. The  AUS F

represents  an effective  and equitable  means of financing centra lized adminis tra tion.

ALECA apprecia te s  this  opportunity to provide  these  comments  and looks  forward

to working with the  Commiss ion and the  other parties  to this  consolida ted docke t on these

issues.

RESPECTFULLY SUBMITTED this  4th da y of Fe brua ry, 2008.

S NELL & WILMER
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Je ffrey W. Crocke tt
Bradley S . Ca rroll
One Arizona  Center
Phoenix, Arizona  85004-2202
Attorne ys  for Arizona  Loca l
Exchange  Carrie rs  Associa tion
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