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P urs ua n t to  the  Nove mbe r 28 , 2007  P roce dura l Orde r is s ue d  in  the  a bove -

re fe re nce d cons olida te d  docke ts , the  Arizona  Loca l Excha nge  Ca rrie rs  As s ocia tion

("ALECA") he re by s ubmits  the  fo llowing  re p ly comme n ts  to  the  S e p te mbe r 4  a nd

November 19, 2007 S ta ff lis ts  of is sues

ALECA'S  REP LY COMMENTS
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The  pa rtie s  s ubmitting in itia l comme nts  in  the  cons olida te d Arizona  Unive rs a l

S e rvice  Fund ("AUS F") a nd Acce s s  Docke ts  ha ve  e xpre s s e d a  wide  va rie ty of opinions

re ga rding the  prope r role  of the  AUSF a nd the  e xte nt to which a nd how intra s ta te  a cce s s

cha rge s  s hould be  brought into clos e r a lignme nt with inte rs ta te  cha rge s . In  its  In itia l

Comme nts , ALECA re pe a te d two proposa ls  tha t it firs t a dva nce d in a  2004 submiss ion in

the  AUS F Docke t a nd in a  2006 White  P a pe r. Firs t, a s  in 2004, ALECA re comme nde d

providing AUSF support to rura l incumbent loca l exchange  ca rrie rs  ("ILE Cs") with high

cos t loops  a nd to he lp de fra y the  cos t of e xte nding line s  to re mote ly loca te d cus tome rs .

Se cond, a s  in 2006, ALECA a ga in ca lle d for bringing the  intra s ta te  switche d a cce ss  ra te s

of rura l ILECS into equa lity with the ir inte rs ta te  ra tes  and having the  AUSF compensa te
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rura l lLECs for the  e ntire  re duction in re ve nue . Fina lly, in re s pons e  to the  S ta ffs

November 19, 2007 Additiona l AUSF IssUes ALECA endorsed the

recommenda tions  of the  Arizona  Eligible  Te lecommunica tion Carrie rs  ("ETCs") in the ir

2005 Report and Recommenda tions  on Life line  and Link-Up ("'Report"). Othe r pa rtie s '

comments  in these  consolida ted docke ts  ranged from a lso supporting the  ETC's  2005

recommendations, to opposing any expansion of the AUSF and questioning 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

Carriers , recognized the  need for a t least the  rura l ILE Cs to bring intrasta te  access  ra tes

into closer correspondence  with inte rs ta te  ra tes . There  was  disagreement, however, on

whether to a ttempt complete  equality and if rura l ILE Cs should be  a llowed to replace  the

sa crifice d re ve nue  with support from the  AUSF. Some  pa rtie s  re comme nd funding a t

least part of the  reduction in revenue by ra is ing basic local exchange or other re ta il ra tes ,

and othe rs  proposed resorting to AUSF financing only to the  extent tha t loca l ra te s  a re

firs t increased to a  benchmark leve l and it can be  shown tha t current ea rnings  a re  not

excessive. On the  othe r hand, the re  appea rs  to be  widespread agreement among the

commenting parties , including ALECA, tha t where  it is  necessary to increase  the  s ize  of

the AUSF, the resulting surcharge rate 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 other re ta il ra te  increases  to finance  access

charge  re form and requiring ea rnings  reviews  before  rece iving support from the  AUSF.

ALECA respectfully points  out that it is  not feasible  to ra ise  local and other re ta il ra tes  far

enough to compensa te  for the  loss  of revenue  from bringing intras ta te  access  ra tes  into

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

exchange  ra tes  of its  members  would have  to nearly double  in order to make  up for the

lost revenue associated with matching their interstate  access rate  levels . Requiring a  rural

2
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ILEC to  de mons tra tion  tha t e a rn ings  a re  not e xce s s ive  be fore  re ce iving  AUS F s upport

would only e mbroil the  Commis s ion a nd the  ILEC in le ngthy a nd cos tly proce e dings  a nd

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

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

curre nt wide  dis pa rity be twe e n intra s ta te  a nd inte rs ta te  ra te s  will not na rrow notice a bly if

intra s ta te  ra te s  s ta y whe re  the y a re  toda y.

De s pite  ALECA's  dis a gre e me nts  with othe r comme nting pa rtie s , the re  a ppe a rs  to

be  a mple  room for compromis e  a nd cons e ns us  on the  s ubje ct of a cce s s  cha rge  re form if

the  pa rtie s  a re  a fforde d the  opportunity to ne gotia te . For e xa mple , the  fina ncia l impa ct of

bringing intra s ta te  a cce s s  ra te s  of rura l ILE Cs  into e qua lity with inte rs ta te  ra te s  ma y be

mitiga te d by pha s ing in the  a djus tme nt, 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  o r by firs t re ducing  ru ra l ILE Cs ' in tra s ta te  ra te s  on ly a s  fa r a s  Qwe s t's

curre nt intra s ta te  a cce s s  ra te  le ve l. Agre e ing on a  re a s ona ble  be nchma rk for loca l ra te s

d o e s  n o t s e e m o u ts id e  th e  re a lm o f p o s s ib ility,  a n d  a rrivin g  a t a  co n s e n s u s  o n  th e

a ppropria te  AUS F s urcha rge  me cha nis m a ls o s e e ms  like ly.

ALECA is  ope n to compromis e  provide d tha t the  outcome  pre s e rve s  a nd promote s

the  wide s pre a d a va ila bility a nd a fforda bility of high qua lity te le communica tions  s e rvice s

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

pa rtie s  who oppos e  e xpa nding  the  AUS F to  provide  s upport for rura l ILE Cs  with  h igh

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

loop  s upport fo r ru ra l ILE  Cs  (a s  ALECA propos e d  in  2004) p rovide s  a n  ince n tive  to

e xte nd the  re a ch of the ir fa cilitie s  to s e rve  a dditiona l rura l re s ide nts . 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

provide s  rura l ILE Cs  with gre a te r s upport. Additiona lly, if fe de ra l high cos t loop s upport

for Arizona 's  rura l ILE Cs  de cline s  in  the  iiu ture  (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  p ropos a l.  As  long  a s  the  e mbe dde d  cos t pe r loop

e lig ib le  fo r s upport inc lude s  on ly a  re a s ona b le  re tu rn  on  inve s te d  ca p ita l,  e xce s s ive

e a rn ings  s hou ld  no t be come  a n  is s ue . Like wis e ,  d ire c t s u p p o rt fo r p a rtic u la r lin e

e xte ns ions  wou ld  be  tre a te d  a s  a  con tribu tion  in  a id  o f cons truc tion  unde r ALECA's

propos a l a nd not include d in  the  re cipie nt's  ra te  ba s e . Thus , s upport from the  AUS F for

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

compromis e .

F in a lly,  ALE C A is  p le a s e d  th a t th e  E TC 's  2 0 0 5  R e p o rt m a y b e  re vive d  a n d

b ro u g h t to  th e  a tte n tio n  o f th e  Co mmis s io n . As  the  Re port obs e rve s , a u toma tica lly

e n ro lling  ind ige n t fa milie s  in  Life line  a nd  Link-Up  whe n  the y a pp ly fo r o the r fo rms  o f

pub lic  a s s is ta nce , is  the  mos t e ffe c tive  me a ns  o f re a ch ing  qua lifie d  hous e ho lds , 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 nro llme nt. Th e  AUS F

re pre se nts  a n e ffe ctive  a nd e quita ble  me a ns  of fina ncing ce ntra lize d a dminis tra tion.

ALECA a ppre cia te s  this  opportunity to provide  the s e  comme nts  a nd looks  forwa rd

to working with the  Commis s ion a nd the  othe r pa rtie s  to this  cons olida te d docke t on the s e

issues .

RES P ECTFULLY S UBMITTED this  4 th  da y of Fe brua ry, 2008.

18, SNELL & WILMER
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One Arizona Center
Phoenix, Arizona 85004-2202
Attorneys for Arizona Local
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1 ORIGINAL and 15 copies  filed this
4th day of February, 2008 with:

Docke t Control
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

COPY of the  foregoing hand-delivered
this  4th day of February, 2008 to:

Ma ure e n A. S cott, S e nior S ta ff Couns e l
Le ga l Divis ion
Arizona  Corpora tion Commis s ion
1200 We s t Wa shington S tre e t
P hoe nix, AZ 85007
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Ernest Johnson Director
Utilitie s  Divis ion
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007LE
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Jane L. Rodder, Administrative Law Judge
Hearing Divis ion
Arizona  Corpora tion Commission
1200 West Washington Street
Phoenix, AZ 85007

COPY of the  foregoing mailed/e-mailed
this  4th day of February, 2008 to:
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S cott Wa ke fie ld, Chie f Couns e l
Re s ide ntia l Utility Cons ume r Office
l l10 We s t Wa s hlngton, S uite  220
P hoe nix, AZ 85007
s wa ke fie ld@a zruco.gov

Lyndell Neaps
Vice  Pres i ant, Regula tory
Time Warner Telecom
845 Camino Sur
Pa lm S rings , CA 92262
LyndalllNipps@tvvte lecom.com

Norm Curtrigh t
Qwe s t Corpora tion
20 Eas t Thomas  Road, 16th Floor
P hoe nix, AZ 85012

De nnis  Ahle rs
Associa te  Ge ne ra l Counse l
Es che lon Te le com, Inc.
730 S e cond Ave nue , S uite  900
Minne a polis , MN 55402Reed Pe te rson

Qwe s t Corpora tion
20 Ea s t Thoma s  Roa d, 16"' Floor
P hoe nix, AZ 85012

De nnis  Ahle rs
Associa te  Ge ne ra l Counse l
Inte gra  Te le com, Inc.
730 S e cond Ave nue , S uite  900
Minne a polis , MN 55402
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Micha e l W. P a tte n
Ros hka  De Wulf & P a tte n, P LC
One  Arizona  Ce nte r
P hoe nix, AZ 85004
mpa tte n@ rdp-la w.com

De nnis  Ahle rs
Associa te  Ge ne ra l Counse l
Adva nce d Te le ma na ge rne nt Group, Inc.
730 S e cond Ave nue , S uite  900
Minne a polis , MN 55402

Micha e l Gra nt
Ga lla ghe r & Ke nne dy
2575 Ea s t Ca me lba ck Roa d
P hoe nix, AZ 85016
mmg@ gkne t.com
Atto rne ys  fo r AT&T

Thoma s  Ca mpbe ll
Mic h a e l He lle r
Le wis  a nd Ros a , LLP
40 North Ce ntra l Ave nue
P hoe nix, AZ 85004
te a m be ll@ lrla w.com
mha li)am@Hrlaw.com
Attorne ys  for Ve rizon

Da n Fole y
Gre gory Ca s tle
AT&T Ne va da
645 Ea s t P lumb La ne , B132
P .O. Box 11010
Re no, NV 89520
da n.fole v@a tt.com
ge l831@ a tt.com

Cha rle s  H. Ca rra the rs , III
Ge ne ra l Couns e l, S outh Ce ntra l Re gion
Ve rizon , Inc.
HQE03H52
600 Hidde n Ridge
Irving , TX 75015
chuck.ca rra the rs @ve rizon.com
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Joa n S . Burke
Os born Ma le don, P A
2929 North Ce ntra l Ave nue , S uite  2100
P hoe nix, AZ 8502
jburke @ omla w.com
Attorne ys  for Time  Wa rne r Te le com

Thoma s  Ba de , P re s ide nt
Arizona  Dia ltone , Inc.
717 We s t Qa kla nd S tre e t
Cha ndle r, AZ 85226
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Brad VanLeur, President
OrbitCom, Inc.
1701 North Louise  Avenue
Sioux Falls , SD 57107

3

Ma rk A. DiNunzio
Cox Arizona  Te lkom, LLC
1550 West Deer Valley Road
MS Dv3-16, Building C
Phoenix, AZ 85027
mark.dinunzio@cox.com

4

5
William Hayes, General Manager
Table T013 Telephone Company, Inc.
600 Nort Second Avenue
Ajo, AZ 853216

Arizona Payphone Association
c/o Gary Joseph
Sharenet Communications
4633 West Polk Street
Phoenix, AZ 85043
garyj@nationalbrands.com

7

8

Catherine  A. Murray, Manager
Integra  Telecom, Inc.
730 Second Avenue, Suite 900
Minneapolis , MN 55402
camurray@eschelon.comg

Nathan Glazier, Regional Manager
Allte l Communica tions , Inc.
4805 East Thistle  Landing Drive
Phoenix, AZ 85044
nathan.glazier@allte l.com
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