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Memorandum
From the Office of

Commissioner Lea Marquez Peterson
Arizona Corporation Commission

1200 w. WASHINGTON
PHOENIX, ARIZONA

(602) 542-3625

TO: Docket Control

DATE: November 12, 2020

FROM : The Office of Commissioner Lea Marquez Peterson

RE: Docket No. T-00000A-20-0336
In the matter of the notice of Proposed Amendments to the Arizona Universal

Service Fund.

Attached please find a copy of the presentation Commissioner Lea Marquez Peterson
delivered at the November 5th Staff Meeting regarding Arizona Universal Service Fund
(High Cost Fund), Transition to Rural Broadband Development Fund.

ACC - Docket Control - Received 11/12/2020 9:32 AM
ACC - Docket Control - Docketed 11/12/2020 9:48 AM
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Arizona Universal Service Fund (High Cost Fund)

4"'28

Transition to Rural Broadband Development Fund

Presentation by Commissioner Lea M8rquez Peterson, MBA
Staff Meeting, November 5, 2020, Item No. 4
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Arizona Rural Broadband Development Effort

Goals:
Solutions:
Issues:

Arizona Statewide Broadband Strategic Plan
Broadband Programs (E-Rate, Connect America, Rural Broadband Development Grant)
Low Broadband Access, Gaps in Coverage (Too many Arizonans still don't have access)

Arizona Universal Service Fund (High Cost Fund)

_

_

_

_

Background :
Structure:
Issues:
Other states:
Solutions:

Deregulation/Competition in Telecom, Higher Cost of Service in Rural Areas
Funding, How it works today.
Continuous Subsidy, Rate Case Requirement, Low Participation, Obsolete Purpose
AR, CA, CO, ME, NM, OR, UT, VT, Wl
Transition to Broadband

Next Steps



AZ Broadband Goals
STATE OF ARIZONA

SlRATEGl( BROADBAND
GOALS

Goal I: Broadband is accessible and
affordable.
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Goal 2: Broadband expansion is
strategically govemcd and
implemented.as:in

/HUZONASTATEW1DEBROADBAND
gyRATE(H(j PLAN

Goal 3: Existing broadband
infrastructure is identified,
leveraged and expanded.
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Goal 5: Citizens understand the
impact of broadband and promote
adoption.
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Goal 6: Policies are implemented to
incentivizc provisioning of and/or
reducing barriers to broadband.



Programs
ARIZONA
COMMERCE AUTHORITY

ARIZONA RURAL BROADBAND DEVELOPMENT GRANT

MOBILE HOTSPOT DONATION DRIVE

Federal
Communications
Commissionto

Connect America Fund phase II

ERate Schools & Libraries USF Program
Q.

ARIZONA DEPARTMENT
OF EDUCATIONQ

E-Rate Program

QSDA Rural Development
U.S. DEPARTMENTOFAGRICULTURE *)1"4
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Arizona Universal Service Support For Schools and Libraries

Rural Broadband Access Loan & Loan Guarantee

Telecommunications Infrastructure
Loans & Loan Guarantees
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Broadband by School Districts

PERCENT LASIIGNG BRGADBAND ACCCES
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Data Sources:

1. FCC 477 Broadband oars (Dec 2018)

2. FCC Block population Estimates (2018)
3. Ars Syear Estimates (201418)
4. Census TIGER/Une (2018)

s. IES NCES (201819)

More information on mediodurog
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We are now  ready Iw o w eeks Into school closures. The Dlgltal Dw lde is from and center.
The disparities are grow ing. The achievement gap is w idening because our students In
Iow 4nct:me communities across urban and rural Arizona have alw ays had access to ness
upportunttles. They rely heavy on our schnook to provide that access. During the closures,
too many of  our students are being Ief l behind - lanker behind.

AKMUNA CIJRPUIIATION CQMMISSIUN
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We, Govevnlng BeaM members across Arizona, are not only signing on to the letter
published by Superlnlendents las! w eek, bu! w e are lulnlng up the volume on the
megaphohe. We need action. We need action now .

Duduei Canllul
Alna Colvornlon Cammlrdun
1200 W. Washlngtun St.
vnunnu, AZ 85007
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Yomh across Arizona In low lncome and rural communities are still w ithout academic and
soclolemotional support Educators across our stale In suburban :M middleclass
neighborhoods are not only delivering lessons online. but they are also providing vlnual
counseling sessions and w ellness cheeks. Youth w ithout access to a device and/or the
Internet are not only missing out on learning. they are also becoming more and more
Isolated. Depresslon and anxiety w ere already it f righteningly high levels. Thls pandemic.
and the seduskm it will cause. Is reason for abundant concern from all Arlzoha residents.
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Phllartthvopy Is fundlalslng al recordhlgh levels. bM more needs to be done. Many
technology and communications companies have stepped up, but they need lo lake
bigger and bolder steps. Business and Industry must contrlblne, And should law makers
return In April, helping youth llvlnq In poverty and youth In rural communities get access
to devkes and/or Internet must be a large pan of  any rellel or stimulus package.

Simply put, technology in Allzona must be a rlghL not a privilege. Our schools cannot

w ant to thunk the Cnmmisilon tty the timely Openinl of the llaovecaptioned Oocin. Al
Cammlsalonorx Dunn and Kunnuiy have ldmow kdgid, the C&1mmllslonl lctluns w ill be nmtcuw w
lmponant to rzsldential me a n s :as many oil be dependent on mm. sewn. electric, las, :nO
telecommunications w hile they w alk Hom llama" and, As more umnlcvrn cncounge telecommulltu,

20, 2020)l .encr./iwn Cmnnlixxioner Mérquc: Petwzvnn (Mal: 13. 7020) Letter./ivm Governing Board Membcrzv & School Superinlendcnlx (Mm:

Broadband Accessibility & Reliability During COVID-19
School Closures & Business Telecommuting
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$465,000 AUSF Dollars Unused during COVID-19

Request in Ap r i l  2 0 2 0 : "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

continued, universal, equal, and equitable access to broadband internet br Arizona students during state-wide school closures."
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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 Utilities, etc.)

no. D151l17292
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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.
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At creation, the telecom companies wanted applicants to file a rate case
showing that rates would increase by more than $4.00.
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Arizona USF High Cost
Fund - Current Structure
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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:

$0.016328 per access line
$0.163280 per interconnecting trunk line

Category Two providers:

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:

Requires HCF to be used for broadband

Allows HCF to be used for broadband in rural areas

Arkansas

California

Colorado

Oregon

Vermont

Transitions HCF to broadband use over time

Allows flexibility to use funds for broadband

60% of USF must go toward broadband access

$5 Million a year of USF funds dedicated to broadband

Allows USF to be used for broadband

Allows USF to be used for broadband

Allows USF to be used for broadband



SL¢hmng.

,._.
.-..........

"~*=.........!*-;.

Intent l~~N
y

Ian

upI

~ .

n-GNU

i
I a

3 .4
AFFKingmanI I_~=:.' .

.au-

.

*q .
ION

n
as4 I 8

Jl\ I
n4\ /*

__I.
rHoerux. "'°"i' " ,.

F

I-

Ill
lEll

Yuma

um.:_
.
l

4
II

Acdpiw Conumnkadont. he.
Alfons Tdnphofl Company

E Cupper we Tdoghonl. Inc
Fmndor Cinema um" Runt
Fruntlu Communism d an SUUWMU
Fiuntiu Cummunicdons of 091 Whit! Ioulidai

uavun Tdadsom £-»=l~\e». IM.
~»v.i° Conllullicltiouu Cvmviw. Inc.
Cwuaz Cnnulnnkdoul, in; as ¢~\~wu»*
Rio WW Tolaphom Company
South Coned Utah Tehphons Assoc.

Saulilwslln Icllaholu Cvllvlfly
Tabla up rmpnunn Cmupiry, an
vuuy 10u01mn0 can,=w-liv». un,

TUCSON_= E
UfA louunnmn F

8
h8

4
I _

_ l"-
_ FHMMIIIAZLATA 1  m n m l A zL A rA

- l »m l ¢~u¢¢uu»uAl n  - UM NJT LA1A

- U p - A u ALA1A Anna Pima



Possible Solutions
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) One-Time Grant9

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

) 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.)

)1 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
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Thank You

Contact Commissioner Lea Marquez Pete1°son's Office
LMar uezPeterson-Web azcc. O

(602) 542-3625


