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AZ Broadband Goals

ARIZONA STATEWIDE BROADBAND
STRATEGIC PLAN

ARIZONA DEPARTMENT OF ADMINISTRATION

FEBRUARY 2008
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STATE OF ARIZONA
STRATEGIC BROADBAND
GOALS

Goal 1: Broadband 1s accessible and

affordable.

Goal 2: Broadband expansion s
strategically governed and

implemented.

Goal 3: Existing broadband
infrastructure is identified,

leveraged and expanded.

Goal 4: Funding opportunities are

identified, leveraged and expanded.

Goal 5: Citizens understand the
impact of broadband and promote

adoption.

Goal 6; Policies are implemented to
incentivize provisioning of and/on

reducing barriers to broadband.



Programs

Federal
Communications
Commission

Connect America Fund Phase Il

E-Rate - Schools & Libraries USF Program

USDA Rural Development

S \-S. DEPARTMENT OF AGRICULTURE

Rural Broadband Access Loan & Loan Guarantee

Telecommunications Infrastructure
Loans & Loan Guarantees

ARIZONA

COMMERCE AUTHORITY

ARIZONA RURAL BROADBAND DEVELOPMENT GRANT
MOBILE HOTSPOT DONATION DRIVE

ARIZONA DEPARTMENT
OF EDUCATION

E-Rate Program

Arizona Universal Service Support For Schools and Libraries
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$465,000 AUSF Dollars Unused during COVID-19

Request in April 2020: “Docket No. AU-00000A-20-0050 (Regarding COVID-19); Docket No. RT-00000H-97-0137 (Regarding Arizona Universal Service

Fund); Commission discussion, consideration, and possible vote regarding the immediate. emergency disbursement of up to $500,000 in unused Arizona Universal
Service Fund dollars to the Arizona Department of Education to assist the Department in addressing the digital divide resulting from COVID-19 and help to ensure

- - - - = - - o 2
continued, universal, equal, and equitable access to broadband internet for Arizona students during state-wide school closures.



AUSF Background
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Established in 1989 through the Arizona Unity Agreement in response to

competition in the telecom industry. (Decision No. 56639)
(AT&T, US West, Contel of the West, Southwestern Telephone, Arizona
Telephone, Valley Telephone, Citizens Ultilities, etc.)

Created to subsidize landline service providers whose costs would be
increased due to competition and increased costs to consumers
associated with serving rural areas in a competitive marketplace.

At creation, the telecom companies wanted applicants to file a rate case
showing that rates would increase by more than $4.00.



Arizona USF High Cost
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In 1989, the ACC denied the parties’ request for a $4.00 cap and adopted a five-factor test instead.

Today, the AUSF is funded by 315 “Category One” & “Category Two” service providers.
Category One providers:

e $0.016328 per access line

e  $0.163280 per interconnecting trunk line
Category Two providers:

e 0.3418 percent of intrastate toll revenues

The ACC has jurisdiction to increase or decrease the surcharge amounts each year.
With the Category One & Two contributions, the AUSF collects approximately $1.2 million each year.
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- Continuous, Automatic Subsidy

No incentive or requirement to return to the Commission for a new rate case, once the subsidy has been granted.
1 recipient has received the same amount of funds for the last 30 years (October 10, 1989).

The recipient has not filed an application for a rate case since 1989.

A recurring, automatic subsidy may be contrary to the intent stated in the 1989 decision.

- Rate Case Requirement
- 14 potential recipients in Arizona (Frontier, Navajo, Valley, Table Top, Copper Valley, etc.)
- But, only 1 potential recipient has applied for and received funds over the last 30 years.
- The rate case requirement may be serving as a deterrent for competitive companies.

- Valid Intent, Obsolete Mechanism
- Commitment to “universal service” and providing the “broadest connectivity reasonably attainable”
- Even with the AUSF in place, rural landline service is diminishing
- Stagnant or negative customer growth
- 54 CC&N deletions since 1991; 34 have occured in the last 10 years.
- Large telecom companies now subsidize their landline services through other business revenues



What other states have done:

California Allows HCF to be used for broadband in rural areas
Colorado Transitions HCF to broadband use over time
Maine Allows flexibility to use funds for broadband

New Mexico

Oregon

Utah Allows USF to be used for broadband
Vermont Allows USF to be used for broadband
Wisconsin Allows USF to be used for broadband




Intent

I Accipiter Communications, Inc.

B Arizona Telephone Company

[ copper Valley Telephone, Inc.

[ Frontier Citizens Utilities Rural

[ Frontier Communications of the Southwest

[ Frontier Communications of the White Mountains

[ Midvale Telephone Exchange, Inc.

[] Navajo Communications Company, Inc.

[ Qwest Communications, Inc. dba CenturyLink
[ Rio Virgin Telephone Company

[ South Central Utah Telephone Assoc.

[ Southwestern Telephone Company

[] Table Top Telephone Company, Inc.

[ Valley Telephone Cooperative, Inc.
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-  Centinvousr-Auteomatie-Subsidy — One-Time Grant
- Applicants/Recipients will continue to be Commission-jurisdictional public service corporations
- Funds could be used to reduce the cost of construction for bona fide broadband projects
- Funds would no longer be used to subsidize landline service or current / future broadband service

- Rate-Gase-Requirement — Application Requirement

- The ACC-jurisdictional PSC must currently provide or have bona fide plans to provide broadband service
(such as by providing designs, drawings, contracts, subcontracts, and financing)

- Technology agnostic (e.g., fiber, broadband over power, microwave tower, 5G, satellite, wireless, etc.)

- ValidHntent-Obseolete-Meechanism — Transition the AUSF to Adapt to Modern ‘Universal Service’ Needs
- Continued commitment to providing the “broadest connectivity reasonably attainable,” including broadband
- Transition period to phase-in the new process & provide sufficient notice
- No change to the existing collection mechanism or amount.
- The new process needs to be streamlined & reasonable in relation to the award amount.
- Minimize the impact to existing AUSF recipients.
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- Open a new docket

- Continue research on issues and solutions in collaboration with the staff
- Seek feedback and support from fellow Commissioners & stakeholders



Thank You

Contact Commissioner Lea Marquez Peterson’s Office

LMarquezPeterson-Web@azcc.gov
(602) 542-3625



