
----I- M E M O R A N D Q M  
Ad t ! i h  C ,..I L U  i , l  d ,  

TO: THE COMMISSION 

FROM: Utilities Division 
‘APW 0 6 1997 

DATE: April?. 1997 
1 

i 

RE: ARIZONA UNIVERSAL SERVICE FUND WRCHARGIr. 
(DOCKET NO R-WOO-97- 137) 

The Arizona tJnivcl-sal Sewice Fund (“AUSF)  was established by Decision No. 56639 
(dated September 22. 1980) and was designed to help off-set high basic local telephone rates in 
rurd areas. One half of the funding \\as derived from local exchange carriers based on the 
number of access lines, and one half of the funding was derived from interLA‘fA and inmLATA 
interstate minutes of use. t l  S WEST Communications, Inc. (“U S WEST”) was designated as 
the Plan Administrator. Any company requesking [Jniversal Service funding was required to 
receive authorization from the Commission in ii rate case. To date, only Citizens 
Telecommunications Conipany of the White Mountains, Inc.. {“Citizens”) (formerly Contel of the 
West. Inc ) is receiving I’niversal Service Fund money in the mount of $775.620 annual!! 
(Decision No. 56657. October 10. 1989.) 

On Jure 23. 1995. the Commission issued Decision No. 59124, approving new rules for 
competitive telecommunications services. The competitive rules required that the Commission 
establish an intrastate universal service fund to assure the continued availability of basic telephone 
service at reasonable rates. A.A.C. R14-2-1113. On March 24. 1996. the Commission adopted 
rules (R-14-2-tZ01 e? seq ) establishing a new universal service fund mechanism. These rules 
expanded the types of telecommunications providers that contribute to the AUSF and revised 
eligibility criteria for drawing from the fund. 

Under the new rules. the AUSF is fimded by ail telecomrnunjcatiuns service providers that 
interconnect to the public switched network. A.A.C. R14-2-128qA). One half of the At‘SI: 
funding requirement is collected through a surcharge paid by providers of basic local exchange 
service. Uiireless. paging. and other Commercial Mobile Radio Service providers that interconnect 
with the public switched network. These entities are known its “Category One” providers. 
A.A.C. Rl4-2-12OQ(B)(l). One half of the funding requirements are collected from providers 
of invastate toll service. These entities are known as “Category Tuo” providers. A.A.C. R14-2- 
I 2#(8 ){ 2 ). 
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The AUSF surcharge is equal to the total Category One funding requirement, divided by 
the totnl number of lines and interconnecting t&s that were in service for alf C ttegory 
0% pravkks as of October 1 of ?he previous year, A.A.C. R14-2-1204(B)(l)(a), pius a growth 
faftor CP;icda~# at half ofthe estimated tlnnuai percentage growth in access tines. A.A.C. R14- 

is a prcentqp of the Category Two 
of the total inmstate toll revenue for 

July 31, A.A.C. R14-2-1204(B)(2#a), plus a growth fstw SalcUtttted at 
mud percentage growfh in toif revenues. A.A.C. Rl4-2-1205(B). 

Providers ufx‘eRing both Category One and Category Two services are assessed charges based on 
both the number of access lines and percentage of total revenues. A.A.C. R14-2-1404(BX2). 

Category Two providers, the 911fc 
nt equal to that providers 

The Uri ived Senice Fund Rules mandate that a new Plan Administrator be put in place 
no later than July 1 ,  1997 A.A.C. Rl4-2-1212. On February 1 I ,  1997, the National Exchange 
Carriers Asmiation (“NfXA*‘) was selected to administer the expanded AUSF on behalf of the 
Commission. WECA is a not-for-pfit association whose principle mission is to manage 
programs designed to accomplish u n i v e d  telephone service goals. NECA requested data from 
all Arizona telecommunications providers for use in calculating the surcharges that would be 
applied to all telecommunication providers for 1997. NECA has calculated that the I997 monthly 
surcharge far Category One providers for the balance o€ the year is SO25386 per access line and 
$25386 per trunk line; for Category Two providers the 1997 monthly surcharge is -2958 percent 
of tell reverttie. The mikction of these amounts over the balance of the 1997 will raise sufficient 
funding to cover the amount of AUSF funding that Citizens has been authorized to receive. 

Carl W. Dabelstein 
Director 
Utilities Division 

C WD: KFR:djgUIRS 

ORIGINATOR: Keith F. Rogers 
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BEFORE THE ARlZONA CQKPORATIOS C’OMMISSION 

IN THE MATTER OF ?‘HE NOTICE OF: f DOCKE 1- NO. K-0000-97- 3 37 
PROPOSED AMENDMENTS TO THE 1 
ARIZONA UNIVERSAL SERVICE FETND. 

DECISION NO. 
I- 

ORDER 
Open Meeting 
A p d  16, 1997 
Phoenix. Arizona 

BY THE COMMISSION: 

FINDINGS OF FACT 

1. The Arizona Liniversaal Serb ice Fund {“AUSF”) %as established by Decisiort 

No. 56639 (dated September 32. 1989) and was designed to heip off-set high basic local 

telephone rates in rural areas. One half of the funding ivas derived from local exchange carriers 

based on the number of access lines, and one half of the funding uas derived from interLr\’TA 

and intraLA1-A interstate minutes of use. U S WES‘I Communications. Inc. (“I1 S WEST”) was 

designtittted a Plan Administrator. 

2. Ani cornpan) requesting t‘ni\c.rsal Service funding MUS% first hakc received 

authorization from the Commission in a rate caw. To date. only Citizens Telecommunications 

Company of the White Mountains. htc. (Citizens) is receiving universal senice fund monq in 

the amount of $775.620 annually. (Decision No. 55557, October 10. 1989.) 

3. On June 23,1995, the Commission issued Decision No. 391 24, approving ne\% rules 

for competitive telecommunications services. A.A.C. Rf4-2-I113 of the competitive ruks 

required that the Cornmission establish an intra-state universal service fund to assure iht: 

continued availability of basic telephone service at reasonabk rates. 

. . .  

* . .  



4. O n  March 24. 19%. the Conmission adopted Arizona i Jnlversal Service Fund Ruks 

and revised the eligihifit) criteria for drawing from the fund. 

5.  Under the new rules. the MISE’ is funded b3 all telecommunications s e r v i ~  

providms that interconnect with the public switched network. A.A.C. R14-2-1204(A). ( h e  half 

of the AUSF funding requirement is collected through a surcharge paid by providers of basjr: 

locat exchange seri ice. wireless, paging, and other Commercial Mobile Radio Service prwi&m 

that interconnect with the public switched network. These entities me known as ’*Category One’’ 

prcwidas. A.A.C. R14-3- I204( B)( 1 ). One haif of the funding requirements 9fs collect4 from 

providers of intrasiate toll service. These entities arc knmvn as “Category Two“ providers. 

A.A.C. K14-1-12OJ(B~2). 

6. ‘The -4L:SF surcharge is  equal to the total Categor) One funding requiremem. 

divided b) the tout1 number of access lines and interconnecting trunks that *ere in sen-ice for 

all C atczgwr) One pro\ iders as of Clctoher 1 of the previota yrar. A A C .  R13-3-1204~.3)( 3 )fa). 

plus a growth factor calculated at half of the estimated annual percentage growth in access ihw.  

A.A.C. KES-I-12DS(B). For Category T%o providers, the surcharge is a percentage of the 

Catcglorq I’wo A4 YSF funding reymremeni equal to that pro\ iders stlare of the total intrastate to€# 

revenue far the prcvious >ear t ~ d d  Julj 31. 4.A C .  K14-2-12O-l.(B)t2)la). plus 3 growih factor 

cdcdated at half of the estiniated annual percentage growh in toll revenues. A.A.C. R14-2- 

1205@}. F’ruvidiers offering both Category One and Category Two senices are assessed charges 

based on both the number of access lines and percentage of total revenues. A..4.C‘. Rl4-2- 

14O4@){2 1. 

. . .  

. . .  
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7. The AUSF rules mandate thar a new Plan Administrator be put in place no later than 

July 1. lW7. O n  l'ebrusto 1 1. 1997, thc National txchangc Curriers Association ("NECA") w;rS 

selected tu administer the expanded .41W on behalf of the Commission. NECA is a no2 for 

profit association whose principle mission is to manage programs designed ti) accornpkb 

univlirsrs31 telephone st=r\ficc goats. 

8. MECA requested data from dl Arizona tclecamrnunications providers for use in 

calculating the surcharges that would be applied to all tellreommication providers for 1997. 

NECA has calcularttd that the 1997 monthly surcharge for Category One providers for the b l m e  

of the pear is S.025386 per access line and S.25386 per tmnk line; for Category Two providers 

the 199'7 month{> --urcharge is 2958 percent of toll retenue. The collection of these amounty 

over rhe balance ot the 1997 will raise sufficient funding to cover the amount of A'IISF funding 

&at titizens was authorbad to remise. 

I .  The Commission has the authorit) t o  authorizxd IO pursuant t o  4.K.S. $$ 40-202. 

-20.7 -204. -250. -321. -322, -328. -329. - ; > I .  -332. -361, -365. and -367: the ,42;r~pma 

Constitution. Art. 15, sections 1, 2. 3. 4. 6. 7 and 9: md the Arizona Universal Senice F& 

Rufes. A.A.C. R14-2-t201 t h u &  Rl4-2-1217. 

2 .  The Commission has jurisdiction o\er the subject matter 

3.  The 1997 surcharges for C a t e p ?  One and Catqory T w  providers meet tk 

rquirmetits of the AUSF rules, are just and reasonable and in the public interest. 

. .  

. .  

. .  

. . .  

. . .  

. . .  

I .  

ision No. , . . . , 
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ROD 1.. JORDAN 
CITIZENS CITI LITIES C'( )3IP.4%1' 
1035 PLACER STWE7' 
REI3DING. CALIFORNIA 96049-6020 

BETH ANY BlIRNS 
CITIZENS UTILI TIES COMPANY 
2901 N. CENTRAL AVFNIE.  StllTE i660 
P110ENIX. ARIZONA 85012 

With copies to: 

MR JOHh KELLY 
EXECUTIVE ASSISTAY.1 TO THE CiOVERNOR 
OFFICE OF THE GOVERNOR 
1700 WEST WASWIPCiTON STRL-E7 
PHOENIX AZ 85007 

MR RICHARD SILVERMAN 
GENERAL MANAGER 
SALT RIVER PROJfCT 
I' 0 BOX f(,'o2.c 
PIiOENiX A 1  85072-2025 

MR PATRICK QUISN 
I f  S WEST COMMUN1CATtOF;S INC 
3033 NORTH 3RD STREET - ROOM 100-1 
PHOENIX 14Z 85018 

Decision No. 
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M R  BRtXX ME:Y ERSO?: 
S T E P l O t  %: JOHNSON 
40 NORTH CENTRAL AVENl l t .  ZJTH FLOOR 
PHOENIX AZ 8500.1 

MR TOM MLiMAW 
SNELL & W L M E R  
ONE ARIZONA CElrjfER 
400 WEST VAN BUREN 
PHOENIX AZ 350tU 

MR T LARRY BARki3S 
LEGAL COUNSEL 
A f & T  COMMUNIC 4 I KhS IN< 

DENVER CO 892011 

MS St?SAH MCADAVS 
E1.E.CTRIC LlCifiTWAVE 
P 0 BOX 4678 
V A k C O l N E R  U A 98662 

1 8 ~ ~  LAWRENCE SI w.1- sizlrr 1 5 7 2  

M R  hltCHAF.1. A b40KRIS 
RE Cii  '3NAL Dl RECTOR 

TC<i TELEPORT COMMb?rllCAT10NS GROliP 
R€Cit%ATORY a EX JFRNAI Af FAIKC 

ONE BljSH STREET - SUITE 510 
SAN FR.4NCISCO CA 9410.1-51106 

MR MICHAEL BOYD 
VICE PRESIDENT EXTE.RNAL. AI ' I 'AIKS 
TELEPORT DENVER LTl) 
EXECUTIVE OFFICES 
lo50 SEVENTEENTH STREET SCIITE 1610 
DENVER C O  80265 

MR FRANK CROAN 

TIMES MIRROR CABLE TELEVlSlOh INC 
f I5 NORTkl t5ST A V E N I X  
PHOENIX AZ 85043 

MANAGER - MEW BUSINESS DFVIiI.OPMENT 

M R  MICHAEL GRANT 
WINSTOY & STRAWN 
1300 GREAT AMERICAN TOWER 
3201) NORTH CENTRA1 AVENtit' 
PHOENIX AZ 85012 

MS JOAN C HlNSON 
TCA ARIZONA CHAPTER P R L d D E N T  
.TELECOMMIJNICATIONS ASSCH'IATKIN 
JOHN C LINCOLN HOSPITAL 
250 EAST DUNLAP 
PHOENIX A 2  85020 

MR DON INNES 
DIRECTOR OF ACCESS 
SERVlCES AND REVENUk 
CITIZENS UTILITIES COMPANY 
1035 PLACER STREET 
P 0 ROW 49bO20 
RLUDING CA 96049-6020 

M R  ROLLIF. NEWKfNCi 
ARIZONA TELEPHONE COMPANY 
5253 NORTH DROMEDARY RC'AI) 
PHOENIX AZ 85018 

MS t LI..EN CORKtill.1. 
COORDWAPOR 
A 4 R P  
5606 NOKT'tI 177" STRLE1' 
PHOENIX A 2  85016 

N R  IOHN D FRA?CIS - GENi.RAL MANACikR 
VALLEY TELEPHONE COOPf:R,4fiVE INC 
P 0 BOX 699 
752 LAST MALEY 
\h ILL.C'C>X A /  , %J3- 1304 

MR KENNETH F MELLEY JR 
U S LONG DiSTANCE INC 

SAN ANTONIO TX 78716 
931 t SA% PEDRO - SkIITE 300 

MS E A N  L KIDDO0 ESQ 
SWIDI-ER & SERLlN CHARTERED 
3000 K STREET NW - SUITE 300 
WASHINGTC1N DC ?0007-3841 

MR BOB WHIPPIX 
STENOCALL. 
1515 AVENUE J 
P 0 BOX 10127 
Ll'BBOCli T S  79408 

Decision No. 
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FrlR DAVID i FOI SOM 
MAhrAGER STATE REGL LATORY AkEAIHS 
ARlZClNA TELEPHONE COMPANY 

REDDING C A  96001 
1255 SACR?INltNTO STRE € T  

b1K MIKE SCHULTIES 

ALLTEL SERVICE ('ORP 
1 ALLIED DRIVE 

s r A w  MANAGER + REGIILATORY 

t,i'rxtE ROCX AK  EO^ 

M R  RICK MCALLISI E-R , 

MAN4GER RfGULATORY 
ALLTEL NAVAJO < Y  IMMUNICATlO% 
COMPANY 

UALNU'f CKElEK CA a3596 
212t N CALIFORNIA - q400 

MR STEVE W l  IEELER - ATTORNEY 
Shf- Lt. & u ILMER 
OM rZRIZOS.4 CEhTk R 

PHW 31s .42 Bfioo1-o~wl 
3110 ~ A S T  VAN BUREN STREE r 

M S  JANINE D BURKE 
SPRINT COMNt% OC AT IONS <'Oh1 P A W  

KA?US..IS CITY Mff hi01 14 
8i30 B A R D  PARKWAY - +5k 

WR WARK BROWN 
REGULATORY A T  IORhEI' 
MC1 fELECOMMl~N1CATIONS CORP 

SAX FRANCISCO CA 94105 
201 SPEAR STREET - 9TH FLOOR 

MR TOM CAMPBELL - ATTORNEY 
MC I TE t t r  COMMt fNICATiONS CORP 
LEWIS ANI) R C X A  
40 NORTH CENTRAL hVEh;l'€ 
PHOENIX A 2  8500$-44'?9 

M S  JENNIFER S POMFROY - DIR€.CIOR 
WLlSfNESS GOVERNMENT RELATIONS 
1' P WE>r CELLllLAR 
3350 161ST AVEKI'E SE 
P O  BOX 9fi08' 
BIFLLEVt!E WA 98009 
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MR LEX SMITH Al' I0KNf.Y 
BROU'N b: B.4131 PA 
2901 NOKT" CENTRAL AVENUF 
BHOENlX AZ 85012 

MR JIM ROOF 
I! S WESY COMMUNlC ATIONS 
3033 N 3 R D  STREF.T ROOM l 0 i O  
PHOENIX A% 85012 

MR FELIX WILLIAMSON 
U S WESI C'OMMUNICAI'IONS INC 
3033 NORTH 3RD STREET ROOM *io10 
PHOENIX A% 85.012 

MR JOE HANLEY MANAGER 
ARIZONA TELEPHONE COMPANY 
2236 WEST SHANGRI-LA ROAD 
PHOENIX AZ B5029 

DON LOW 
SPRINT COMblI!NICATIONS CO!W'ANY LY 

KANSASCITY MO 64\14 
8140 WARD PARKWAY ?E. 

MR SCOTT RAfFIlFtTY 
C'O AREIE GROI'P 
4730 MASSACHUSETTS AVEN:I!E 
WASHINGTON DC 20016 

MR JAMAL ALLEN A1'TORhk.Y 
0' CCINNOR C A V A%NAL?GH ANDERSON 

ONE EAST CAMELBACK - SUlTE I100 
PHOENIX A17 85012 

!A tS IOL'LR & €%€.SHEARS 

MR TONY D11'IRRO 
MCI COMMUNICATIONS CORPORA1 ION 
201 SPEAR STREET 9TH FLOOR 
SAN FRANCISCO CA 94105 

MR JOHN COLEMAN 
ELECTRIC LIGHTWAVE 
2600 NORTH CENTRAL AVENUE e300 
PHOENIX A 2  85004 

MS JODlE C A R 0  
MFS COMMUNICATIONS COMPANY IhC 
999 OAKMONT PLAZA DR - APT 400 
WESTMONT IL 60559-31i16 

Ilecision No. 



MR PAUL SCHNEIDER 
ARIZONA BUSINESS GAZETTE 
P 0 BOX 1950 
PHOENIX AZ $5001 

MR ROBERT EYRES 
AMERWAN EXPRESS 
19640 NORTH 3 IS7 AVENUE 
PflOENIX A2 85027 

MR JEFFREY WEIR 

GILA fl3tlNTY 
Z)EVELOPMENT COR PURA 

P 0 ROX 1351 
GLOBE AZ 85502' 

MR MfKE LAGCIHLIN 

s 

MAPLE GROVE MK 5533 1 






