
related to the differential between its rates and other competitors' rates. The lower the rate

offered by a competitor. the faster the rate at which customers will migrate to that

competitor. However. the model does not detemline changes in market share for ILECs

or CLECs based on the rates charged by any competitor in either the long distance or

local markets. Specifications 79 and 80 permit the user to specify the percent of all

customers that become ILEC "total bill" customers independently of the rate charged by

the ILEC and of the relationship between ILEC prices and IXC prices for interLATA toll

services. Specifications 77 and 78 permit the user to specify the IXC share of intraLATA

toll for those customers electing to have different carriers provide their local and toll

services independently of the rates charged hy IXCs for intraLATA toll and of the

relationship between IXC intraLATA toll rates and ILEC intraLATA toll rates. And

specifications 68 and 69 permit the user to specif" the percent of all loops provided by

CLECs independent(v of the rate charged hy the CI ,Ee for local services and of the

relationship between CLEC rates and ILEC rates. The relationship between rates and

changes in relative market share that exists in real markets does not exist in the model,

and the user could specify inputs that would result in a dramatic increase in CLEC market

share in spite of a CLEC rate substantially above that of the ILEC.

For these reasons. great care must he exercised in specifying the inputs to the

model. The user of the model must ensure that each of the several inputs that have a real

relationship to each other in the operation of the real-world market are specified in a

coordinated way. If the user specifies a high value for the markup over incremental cost

charged to CLECs for unbundled network elements .. he or she also should take care that

the rate of CLEC entry into the local market and that the discount specified from ILEC

20



basic local rates are not unreasonable in light of the high costs that the CLEC will face. A

misspecification of these inputs may yield results that on their face, appear reasonable,

but which could not occur in reality_

B. The Model Fails to Consider Certain Key Factors in the Development of
Competition for Local Exchange Services

Among the most important variables that will affect the ability of CLECs

profitably to provide local exchange service are the method adopted for reciprocal

compensation for local exchange traffic originating on CLEC networks and terminating

on ILEC networks and vice versa, and the development of a competitively neutral

universal service funding mechanism as required hy Section 254 of the Act. Neither of

these variables is considered by the model

As discussed in MCl's Comments in response to the Notice of Proposed

Rulemaking in this proceeding, the method adopted for reciprocal compensation for the

exchange of local exchange traffic is of crucial importance to CLECs in determining

whether they profitably may enter the market for local exchange services. A rate set

substantially above cost. or a differential in rates hetween the rate charged for traffic

originating on the CLEC's network and terminating on the ILEC's network and that

charged for traffic going in the opposite direction may have a major effect on the rate

charged by the CLEC and may determine whether CLECs may enter the market at all.

This is due to the fact that, at least initially_ the vast majority of the CLECs' traffic will

terminate on the ILEC's network, while only a very small proportion of the ILEC's total
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traffic will terminate to the CLECs' networks.:>1 The model does not permit specification

of what reciprocal compensation mechanism will be adopted. nor does it permit

specification of a rate to be charged for local traffic exchange.

The model's treatment of universal service funding assumes that current universal

service funding programs will remain in place. and that all universal service funding will

be provided only to ILEes. While the model appears to provide for consideration of

alternative funding mechanisms for universal service. the relationship between the

adoption of alternative funding mechanisms and the existing universal service fund is not

modeled. At specification 58, the user of the model may enter a value for total universal

service funding by year. In specifications 59 through 65, the user may enter per-minute

amounts to be surcharged on access minutes or toll minutes, or a percentage surcharge on

total telecommunications revenue or total interstate telecommunications revenue.

However, there is no relationship in the model between the amounts entered in

specifications 59 through 65 and the amount of universal service funding in specification

58.

Thus, the model fails to permit consideration of a universal service funding

mechanism that is portable among carriers, and fails to consider the effects on the need

for current universal service funding in light of any alternative mechanisms for generating

universal service support. As a consequence of the lack of funding portability in the

model, a set of specifications could be entered that would appear to make CLEC entry

into the local market unprofitable (because the rate charged for unbundled loops, defined

Even though a larger proportion of the CLEC's total traffic will terminate on the
ILEC's network, there is no reason to believe that traffic exchanged between the
carriers will be out of balance in absolute terms.
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in the model as the current incremental cost plus anv markups above cost specified),

when a portable universal service funding mechanism would permit entry. At the same

time, the total amount of universal service funding specified in the model goes to the

ILEC bottom line, regardless of market penetration by the CLECs and the amount of

universal service funding generated by other means

C. The Model Fails to Consider Certain Key Variables That Will Affect the
Profitability of Companies Participating in the Market

In determining profitability of the II .ECs. the model considers revenues only from

basic local service, toll services, access services. private line services, and other billings

to carriers. While the model has an input for growth in cellular services (specification

185) this value is used only in calculating total telecommunications revenue for purposes

ofcalculating universal service funding that might he derived if a surcharge is imposed

on this revenue in specifications 62 and 63 Any cellular revenue or growth in cellular

revenue is not considered in calculating ILEC earnings, This omission is only one of

several potential sources of profit for the ILECs that the model fails to consider. The

RBOCs have announced ventures in internet access services, video programming, cable

television, and a host of other services. In addition. most of the RBOCs are involved in

international ventures to provide telecommunications and other related services. None of

these potential sources of profit are considered in calculating the net effects on ILEC

earnings of the development oflocal competition and IlEe entry into the interLATA

long distance market. If the Commission's concern IS that its actions in setting

interconnection and unbundled element rates or rules concerning these rates might have a

detrimental impact on ILEC stock prices or dividend payments, it should recognize that

23



the model presents a very incomplete picture. and that the actual effect on earnings, when

all sources of revenue and profits are considered. almost certainly will be substantially

less than that depicted in the model.

The model also fails to consider a key impact to ILEC costs -- the effect of

mergers between RBOCs. The model assumes that all in-region interLATA toll calls

provided by the ILECs will terminate on their own network and thus will incur a different

(and lower) cost than interLATA toll calls terminating out of region (which are assumed

to be resold IXC minutes). Two mergers ofRBOCs already have been proposed -- that

between Pacific Telesis and SBC Corporation. and that between Bell Atlantic and

NYNEX. If these mergers were to be completed, then a much higher proportion of calls

than is contemplated by the model would effectively terminate "in-region" and thus

would incur a lower cost per minute. Because these minutes were assumed in the model

to be resold IXC minutes, the effect of mergers also would be to bring additional pressure

to bear on IXC earnings, because IXCs would lose even the small margin likely to be

derived from these resold minutes.

The model would benefit from a more detailed examination of the relationship

between rates and costs for various services. Specification 30. for example, combines

interstate and international usage. These two services have a very different cost/price

relationship, and targeting of specific subsets of these customers by the ILECs as they

begin to provide interLATA long distance could have a quite different impacts on IXC

profitability. The calculation of the extent to which new entrants will target the most

profitable customers also could benefit from a more detailed consideration of the factors

that make a customer profitable for a carrier. The model is based on the assumption that
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the high-volume toll user is the most profitable customer. This may not, in fact, be the

case. In considering the total expenditures by a "total bill" customer, both the relationship

between price and cost for the various services purchased by the customer, and the

volumes associated with the customer's use of these services will be important in

determining overall profitability. ILEC vertical services, for example, have a very high

profit margin today. A customer who is a heavy user of vertical services may be more

attractive than a high-volume toll user. This is particularly true as the higher-volume

customers can demand a larger discount off full retail rates, thus narrowing the per­

minute profit margin, than can a lower-volume customer. Some of the IXCs' largest

business customers are telecommunications resellers Given the large discount negotiated

by these customers, they are only marginally profitahle today.

Finally, the model fails to consider the effects oflocal usage patterns on

profitability. Local usage is assumed to be the same for all loops, and the cost of

switching and transporting calls within a local calling area are not modeled. Where rates

for basic local service are set on a usage-sensitive basis, the calling patterns of particular

customer classes may be important in determining which local customers are profitable

and which are not. This will be particularly true in the case where an explicit rate is

adopted for exchange oflocal traffic between the rLEC's and CLECs. In this case, the

calling patterns of customer classes may have signitlcant effects on the profitability of

CLECs, and, to a much lesser extent, the II ,Ees
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D. Certain Calculations in the Model Are Incorrect and Generate Misleading
Results

The model released in conjunction with the Notice contains a number of flaws

that seriously affect its reliability in predicting market outcomes. Some of the flaws

identified by MCI thus far are:

1) Treatment of"stranded" facilities

The model purports to calculate the effects on ILEC costs of any investment in

facilities "stranded" due to the development of competition. This component of the model

is controlled by specifications 151 ("Loss in line growth at which cost is increased to

represent stranded plant"), 152 ("Loss in line growth at which maximum 'shadow' line per

lost line is imputed"), 153 ("Percentage of ordinary line cost attributed to 'shadow' lines"),

and 154 C'% of which is reduced in each of 10 successive years (maximum 10%)"). As

MCI understands this portion of the model. a value entered in specification 152 will result

in a portion of the cost of a certain percentage of the difference between baseline line

growth and per-specification line growth to be imputed to the ILECs' total costs. Because

the model calculates costs for "stranded" plant based on loss in line growth rather than

loss in total lines, the model would permit plant to be considered "stranded" even if it has

not yet been built. In other words, even with a positive line growth, where the LEC is

continuing to add plant to respond to increasing demand, some amount of plant could be

considered to be "stranded." In actuality, any problem that may develop due to "stranded"

plant will not occur unless ILEC line growth is negative -- that is, until CLEC facilities-

based competition has grown to the extent that former fLEe customers are abandoning
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ILEC loops for CLEC loops at a rate faster than the underlying growth in access lines.

For this reason, MCI believes that this component of the model generates inaccurate

results, and specifications 151-154 should be set to zero if the model is to be considered

in the Commission's decision-making.

2) Treatment of changes in embedded cost

The model permits the user to input at specification number 131 the annual

percent change in carriers' embedded cost. This value is applied to the embedded cost

base of ILECs, CLECs and IXCs without distinction. The assumption underlying this

calculation would appear to be that all three types of carriers are equally efficient, and

therefore should experience the same degree of overall cost reduction over time. In fact,

IXCs, who have operated in a competitive market for the last several years, and CLECs,

who are entering a market as competitive companies. will have far less opportunity to

reduce their embedded cost base than will the ILEes who have operated primarily in a

protected monopoly environment in the past. The model does permit the user to specify a

one-time write-off of assets (specification 95) and to specify an percentage by which the

ILECs may reduce costs if their rate ofretum falls helow 7.5 percent (specification 123).

But there is no provision in the model to recognize the ongoing cost reductions that the

ILECs may be able to achieve as competition develops. nor to recognize the differences

in the embedded cost base between competitive companies and companies that have

operated in a monopoly environment.

3) No differential treatment of CLEC and ILEC incremental loop costs
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The model uses a single value to represent the cost to ILECs of providing

additional loops and the cost to CLECs of providing additional (facilities-based) loops,

and does not permit a differential in cost between the two types of carriers. While the

degree of competition from these technologies is uncertain, it is probably that some new

entrants will use a different technology for provisioning loops than that used by ILECs

(~, wireless, cable telephony) and that all CLEes will likely use a different network

architecture, this does not appear to be a reasonable assumption. The model should permit

independent specification of the cost of ILEC loops and CLEC facilities-based loops.

4) No differential in cost for unbundled loop used in conjunction with CLEC
switching vs. combined with unbundled local switching

The model does not distinguish in the charge to a CLEC for an unbundled loop

where the CLEC provides switching and where the CLEC does not provide switching.

The amount specified for the current incremental cost of providing an additional loop at

specification 99 includes the local usage (switching and transport within the local calling

area) associated with that loop. The costs attributed to the operation of the CLECs is this

amount plus any markup defined in specifications 10 and 11 multiplied by the total

number of CLEC loops less CLEC facilities-based loops. Thus, even if a positive value is

specified in specification number 72 for the percentage of CLEC loops served by CLEC

switches, the total cost ofthe loop, including local switching and transport, is attributed

to the CLECs' total costs. The result is to overstate CLEC costs (presumably unbundled

loops and unbundled local switching will be available as separate unbundled elements)

for those loops served by the CLECs' switches.
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5) Universal service costs (to CLECs) appear to be double-counted

In determining IXC/CLEC operating income. the model first sums the total

billings by the ILECs to other carriers. This amount is found in the "D" level sheet at row

535. Included in this amount is the amount input at specification 58 for universal service

funding. In addition to the LEC billings. the model adds costs for adding or churning

loops, and for billing and collection. In line 538. the total amount for billing and

collection per loop (including ILEC residual loops., see paragraph 6 below) is added to a

per-line universal service amount, found in row 521. The amount is row 521 is calculated

as the total universal service amount (specification 58) divided by the total ofCLEC

business and residential loops and stated on a monthly basis. Universal service funding

thus appears as a cost to the IXC/CLEC segment twice -- once as part of the total LEC

billings to the IXC/CLEC segment, and a second time as a part ofthe billing and

collection cost per loop, The result is that IXClCLFC costs are overstated on an annual

basis by the amount of total universal service funding

6) Mathematical errors

The version of the model released in cOrUunction with the Notice

(MODEL30.WKS) contains two mathematical errors that MCI has discovered thus far in

its examination of the model. First, the calculation of the cost of an additional access

minute net of depreciation and return at specification number 102 is incorrect. The model

calculates this amount as the total cost in specification 101 multiplied by the "ROR and

depreciation component" in line 99. The amount should be calculated as the amount

specified in specification I01 multiplied by one minus the "ROR and depreciation
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component" in line 99. MCI discussed this concern with staff in the informal meeting

conducted by staff on June 20, 1996, and believes that this error has been corrected in

subsequent version of the model that has not yet heen placed in the public record.

Second, the billing and collection cost for CLECs is calculated in the "D" level sheet, at

row 538, as the sum of CLEC unbundled and facilities-based loops, plus the LEC

"residual" loops times the billing and collection cost per loop. As a result, it appears that

the model is attributing to CLEe total costs the billing and collection costs not only for

the CLECs' loops, but also for those ILEC loops serving customers that have not become

ILEC "total bill" customers. In addition, this amount appears to be redundant of row 537.

which is the billing and collection expenses associated with only CLEC loops. If this is

correct, then the actual cost for billing and collection tJr CLEC loops is double-counted.

Mel believes that this dramatically overstates costs for the CLECs.

While MCI is appreciative of the extra time granted for the filing of comments

regarding the modeL the complexity of the model has precluded a complete analysis of all

calculations contained in the model. There may yet be other problems ofwhich we are

not aware.

IV. Correct Values for Input Assumptions

As explained in the preceding section, the model fails to consider a number of

important variables that will affect the ability of CI ECs profitably to enter the local

market, fails to consider a number of factors that wi 11 affect the overall profitability of the

ILECs, and contains mathematical and logical errors that affect the accuracy and
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reliability of the model's conclusions. To the extent that anyone uses the model in

estimating the impact on industry segments of various decision regarding the pricing of

interconnection and unbundled network elements. it would be essential that reasonable

and coordinating inputs be used in specifying the operation of the model.

While MCI does not believe that use of the model in informing the Commission's

decisions in this proceeding is appropriate. it offers in this section some suggestions for

specification of the model that appear to yield reasonable outcomes. These suggestions

are contained in an attachment to these Comments. Attachment B. In addition, Mel has

incorporated into the FCC staffs model additional components that estimate the effect on

stock prices for each of the seven RBOCs of changes in the FCC's model. The stock price

calculator components assume that the baseline specified in the model correspond to the

baseline estimate of stock analysts' earning forecasts contained in MCl's financial impact

model. Increases or decreases in ILEC earnings predicted by the FCC model were then

used as an input to the financial impact model to determine the likely impact on RBOC

stock prices given the scenario specified in the F( '( model,

The scenario presented contains what Mer helieves to be reasonable assumptions

on values such as the underlying growth rate for various services, the underlying rate

reduction rate for various services, and the rate of market penetration for CLECs into the

local market, and for ILECs into the interLATA market (of course, this value depends

crucially on the rate charged for unbundled network elements and upon other factors not

considered in the model. as noted above). The haseline used for comparison purposes

assumes no market entry by ILECs into the interIA,TA market, and no entry by CLECs

into the local market.
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In Attachment B, the effects of reducing the price of both interstate and intrastate

access to cost by the year 1998 is illustrated. MCT has specified that the industry structure

factor (specification 66) is set at 0.5, and has posited TLEC acquisition of "total bill"

business customers at 15% and 30% for residential customers (achieved in the year 2000)

and CLEC penetration of the local market at 25% for business customers and 20% for

residential customers (achieved in the year 2002) No markup over incremental cost for

interconnection and unbundled network elements is assumed .. As can be seen from the

output sheets in this scenario, ILEC earnings decline in the first year of the transition, but

the losses are made more than good in subsequent years as interLATA market share

increases. At the same time, the IXCICLEC profit rate remains below the ILECs'.

Consumer surplus and overall economic surplus are positive. and the immediate effect on

ILEC stock prices is very slightly negative

This scenario illustrates the importance of significant reductions in access charges

prior to entry of the RBOCs into the interLATA market. Without such reductions, the

rapid increase in ILEC market share will reduce lXC margins to a far greater extent than

can be offset by increases in earnings due to CLEC entry into the local market.
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v. Conclusion

For the reasons stated herein, the Commission must not rely upon the released

model in reaching its decisions in this proceeding The Commission should adopt prices

for interconnection and unbundled network elements which are set at TSLRlC.

Respectfully submitted.
MCl TELECOMMUNlCAnONS
CORPORATION

M£:[t~r:t;+~,D?WIC1/5n ..
Mark Bryant
Don Sussman
MCl Telecommunications Corporation
1801 Pennsylvania Ave. NW
Washington, D.C. 20006
(202)887-2551

Filed: July 8, 1996
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ATTACHMENT A:
Review of RBOC Stock Price Sensitivity

A review of RBoe stock price sensitivity demonstrates that RBOe stock prices exhibit
little or no reaction to regulatory actions since the enactment of the Telecommunications
Act of 1996.

1) February 8, 1996 - Enactment of the Telecommunications Act of 1996.

RBoe Industry Group Price
2/7 450.71
2/8 444.65
2/9 446.80

2) April 11, 1996 - Washington UTe cuts USW revenue by $91 million a year
(Docket UT-950200).

USW Share Price
4/10$32.25
4/11 $32.00
4/12 $32.50

RBOC Industry Group Price
4/1 0 $380.23
4/!1 $377.89
4/!2 $383.50

NOTE: USW's price declined on the date of the rate case and rose back to over previous
levels the day after the case. The overall RBOC average trend was the same during that
time period.

3) April 19, 1996 - FCC releases Notice of Proposed Rulemaking on Interconnection
(ee Docket No. 96-98).

RBoe Industry Group Price
4/18 $393.63
4/19 $400.66
4/22 $405.65



4) May 29, 1996 - Georgia PSC orders 20.~% residential and 17% business
discounts for resale (Docket 6352-U)

BellSouth
5/28 $41.63
5/29 $41.50
5/30 $41.63

RBOC Industry Group Price
5/28 $404.18
5/29 $401.40
5130 $396.25

NOTE: Average price rebounded to over $400 within 23 days on April 22nd. The closing
price on that day was $405.65.

5) June 24, 1996 - The Wan Street Journal prints story that RBOC revenues could be
jeopardized if FCC adopts pricing decision promoted by the long distance
industry.

RBOC Industry Group Price
6/21 $397.00
6/24 $396.85
6/25 $393.88

NOTE: Share price for the RBOC average rebounded to 6/21 level within 3 days after the
article is published. The close for the RBOC average on 6/27 was $399.

6) June 26, 1996 - The Michigan PSC orders dialing parity within 30 days (Docket
U-10B8). The Illinois Commerce Commission releases decisions which provide
average wholesale discount of 22% for resale of local service (Docket 95-458)
and which order a $31 million reduction in rates for Ameritech customers (Docket
96-0172).

Ameritech Share Price
6/25 $58.37
6/26 $57.37
6/27 $58.38

RBOC Industry Group Price
6/25 $393.88
6/26 $391.96
6/27 $399.14



7) June 27, 1996 - FCC adopts local number portability decision (CC Docket No.
95-116).

RBOC Industry Group Price
6/26 $391.96
6/27 $399.14
6/28 $404.52
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20 BUSIness au.orner •••• .,.'CIt'Ii. S2l!70 $2140 $21!:6
21 Amull c1\ange In 1llC* ,•• (beta. IN'.IllI'\) ,2 OIl. '2. OIl. -2"'" 20'lb -2Ci' ,2 C- ,2. OIl.
22 FI"denllIlIUCICrGIr_~(SLC) ClIIp S3~ S3~ S3~ SUO $:150 $:150 S3~ S3~ S3~ $:1$0
23 Sl..C '-l tor IIdlIlIllnII '---'111 aconB lone. S3~ $350 S:J~ $:150 1400 1400 S600 $600 sa00 1400
24 Mulb·l"e 8usI_ SLC t:a9 sa00 $6aJ J6aJ $400 $400 1600 S6aJ $4aJ $4.00 1400

(Ncle $l~.......~ IOCC:>C· lOll. a toml~•• IOCC:>•• pey the r.IIc»nt1l1
c1\..ge AIlICl. _ SLC& sspec:r.,. lOt mu.,~_~_ II'.1:lelOW caPS Th~

mOClll gllllUSlly.-.allli •••ages up tP calS

F0' LEC au.an.... perc:M'JI cnange '"
2S FI..c»nt11l1OClt1 ,•• 'I" v., a a.EC exmPll'bon C- ()I(, "'" QIIl, O'lb OIl. OIl.
26 BUll_local,••,". y.' a a.EC ctmP«lton OIl. "'" "'" Cl'Ib Cl'Ib c- OIl.

CLEe 100001II.s as • percrrlege d LEC moNhly rll" nouong Sl..Cs
2T FI",c»nt11i ~ ~ ~ ~ >1Ollo ~ ~
28 Bull_ ~ ~ ~ >1Ollo >1Ollo ~ ~
29 CLECILEC 10(11 Ct" ouSlomer CJSCXl\rI fSI'\()Wn. POIIdI'.) (0' rellc»nt•• 8CtlIbonlllines so 00 $000 $000 $000 $000 $000 $000,_.

ItU
II~prlCltper lOll mill"''' "1111 slWIcPled .,.'ces ndUOrYg
800, ,~a _ ..c., c.II"g card. etc

FlndInllli ......ge ldl lites
30 ,"'.... (InCluQng ''''ltITIlironItl SO llmS SO ,geo
31 ''''.UTA ,"'IIS•• SOll!01 $0 151M
32 'NIlLATA SO 1256 $01243

eull/lHl ......911011 III••
33 I"'..... ('nCluCing 'nlltlTlllronlll SO 1146 SO 1122
34 l"'erLATA ,Nil••• SO 11118 $0 1181
3S ''''IlLATA SO 1258 $01243
36 'XC "Wlld...r pnc. or_ CO LECs for 1011 m'''''I.tllel LECs r_1 BSQOlI, BS QOlI, BS lXJIllo 8SlXJIllo 8SlXJIllo 8S roo. BS CJOll, BS CJOll,

Flow '"cough d ' ....enll~ d\llge cnangee (In per mllU.ldl litH)
lool).'l'Il.37 FI~III"''''' •• 1ooQOll, 100 00Ii0 l00lXJlllo loolXJlllo 10000li0 l00OOlio 100 QOlI,

38 FI....... I'I'.... l00OOlio l00OOlio 100 QOIII, 100 QOIII, 1oolXJlll, looOOlio l00OOlio ~00c.....
39 ~.,..,n_lI. looOOlio 100QOll, 100 lXJIllo l00lXJlllo 100 QOIII, 100lDlr ~~ l00OOll.Atl.:llm..., , 7 13 PM



cca.oGC Smu••_ '~'l'\ N_ ."" '~<;Il'\ '~97 '~9Il '~9Q ;:oc() "101 :Do:?
<1 :::~ 3L,;smess lr'lrra,stil[e ;0 CJ:l% ':CCl:JI*" ;0 CJ:l% . ';0 CJ:l% 'CO CJ:l% 'OOClJlll, '00 ClJlIl, 'COClJlll,

,:'LEC l'o~",rO\Jgt"l (In oer mlnu1e tOll rlJles' d ''''e ott8l'ence oetween tr8dIOC)"'\8!

3nd aHernanve CliCC8'SS O"Iarges
') CJ:l% ) 00'Ib . C 00'Ib 'C 00'Ib '0 00'Ib '0 00'Ib '0 00'Ib". RftlOlnllill IrH!lrsrata 'J 00'lb

42 ~8'SIC*"ltlal INrastate 'J 00'lb 'J 00'lb . 0 00'Ib ~ S COIf, 'J 00'Ib ' 0 00'Ib , 0 00'lb , 0 00'Ib
<.3 9U$lneSS Interstate 10 00'lb '') CCRb , 0 00'Ib '0 00'Ib '0 00'lb '0 COll> '0 00'lb '0 CIJIll,,. BUSIness Il"'Ilras(ar8 ":: 00'lb .") t::mb , 0 COll> ' 0 00'Ib • 'j cx:Rb . 0 00'Ib •0 00'lb '0 CIJIll,

.4.nnual CI"'lange Irt ncn·ao:ess romC)Ct'l8f\! d ~()I 'ales
• Ollo 4 Ollo 4 CAb 4 CFlb

_ Ollo
4 Ollo 4 Ollo4, oefore InMallO'" 4 , .....

46 STD 002
"Odl'O p'lce OJ!S to 1"\CY'·access IXH'IO" or t(jl msrges to'"

47 ·:LECJ\..EC "cc.. 0111" resH:»f'\t111 OJSlomers oQOIll, JO'Ib ; 0'Ib ; Ollo o0'Ib ; Ollo ) 0'Ib
4~ 'iTD 005
49 ::LECiLEC '1etOi 0011" O",Sl(\8$S OJst"",,,,,, oQOIll, ) 0'Ib ,) 0'Ib ; Ollo J 0'Ib ) Ollo ) Ollo
"0 STD 005
';1 .... 11 OJStomers hrst vew d LEe entry 11It0 INen..AT .. '0 Ollo '0 0'Ib '0 Ollo '0 C/lIl '0 Dlb '0 Dlb '0 Dlb

"IMP'==,
S2 TOil servlC» ....Iot';' beMa on current 0.100 rate cnang8 ·040
." roll "-"'CB 818.'01. e.., on C\Jfrent on!&-v... p'ICJ" .. 'te c::nange ·O~,. Toll service ....Ioty oe., on current t'M>y.r p"ICl' IlIte c::nange ·005
55 A".a.nc,IIIOQI .(V,ce e1a.,oty loasea on total Oil) ocoe
':6 ~.!la.I"I(I. ao:2lrlO"\lIf fI~ ••sootv (08-' en locat rar.) 010
':7 BuSIness lOcal service eUillSllctv IDas8C Or'! local ralel r,O

~
58 Ul"UY••1S_VlC» funding ($blhOnS) $0 etC to !585 $0 6Illl ro 11<;1 $0 1'1 $0 7'1 SO 141 SO 1" SO "1 $0 1'1
59 Flat ImCMl\t per CUSlom.. line SO 00 $000 $000 $000 SO 00 $000
60 Per If"tt•••te tradtu:"•• access mtnuce SO COX! $0 COX! $0 IXOO $0 COX! SO IXOO $0 COX!
5' Per If"ttr...t. tradition.' access mInute SO COX! $0 COX! $0 IXOO SO IXOO SO IXOO $0 COX!
'32 Perewnf.91 ci i1IIl r~s rspaf.ae end- us.. r8vf!IJ(lU8 DOll. 00'lb J 0'Ib 00'lb 00'lb o0'Ib
53 ~CW\ta~ ot Oil TAS fepalaCi. ,"'....t••na-user '...,.". 00'lb 00110 OQlll, OQlll, OQlll, OQlll,
64 Per minute c:I ttil 98fV1C8 (II"Itert..A T'" ano Intral.AT A 1 SO COX! $0 IXOO $0 IXOO SO COX! SO COX! $0 IXOO
65 Per mInute ct Il'\terstate toM .Nlce SO COX! $0 IXOO $0 IXOO $0 COX! SO IXOO $0 COX!

I",S'w:pv.
66 Dtsltllll.C,on sr....NJ lactor [ 1= ...y IIttl.. , = pu'. a.m SllIml 050 STO D 1

Nell. CLEC, .,.lIkely to ta'gaI11'\. mOlll PtOIIt_ CUIIlOm., ....,.. tF\<ty ..le<. m.",. Th. L£C, wculd ~k"y dO th••m. _ ..tenng IX C
m.rk.. Th" IS ClIIlea "cr..., 'k,mm'NJ" Th. m"'" has 1 categorl. a ,.....t.., QIIlom., ..d 3 categorl..a~Qlllomers lira/Ilea
oy 101 usage Th. m".,. .ssum., t'" 11'\""'~ .a...... tot QJ.crners .,.11'\. mOIl PtOIIt_ TF\<t u_ .... tn••-NJ IIIC1a to SlleOty now
...ocee.... """petlta, ...11 oe • <:f._ .. ,mm'NJ fo •• nowtnlS'.aa wak, SI)«:Ity. grOOMNJpetcenlllge a f••dent'li CLEC 0< LEC "total 00'"
loopk .ary 111""_ ancl1l'\en~'"the mOOllMld <'.'lll.C,on ot 'prop-l.erV' aSomer. OY 'ot usage ca.-gay (a()IlI'OOl linea n.ll4 '" th" E
I.... )

57 .... a GLEC f,attoe at .-..".,•• access ena,gas .s t'aett'OI\8I ao:tlSS Cl'lerges '0f:JIt. '00. '00. :00. ,~ '00. '~

.... a 1l1100P11 pro1/lOlld Oy CLECs (Net" !PUN ....I '1llng8 valu" all of toe perotnlaqes
58 Ae51Cl1nt18' 000 002 005 )07 0'0 015 020
59 Bu,,,,•• 000 000 007 )10 o ·S 020 025
m STDl r,... a.g pIOlClln' CIlf'..""ce a' years 12'~
!1 STD2 to' ••,·CW ...·y..' enan98s 025
12 .... GLEC locos .",eaoy GLEC _1Cl'l 2O~ 20~ 25~ 25~ 30 Dlb 30~
":) .... GLEC loCO' c:ro.i08Cl ....n CLEC's awn IIIO.t,. , 0'Ib 20'1b 3 0'Ib 4 0'Ib 50'1b 8 0'Ib
!4 LJ'lIlhclOC r:I term".'flq "'In I/fj,•• " CLEC on9n••• cal' QIIl, ~ Dlb Ollo Dlb 'J'Ib
7~ .... rJ '""",n"''''9 tOI rnel, xes .,,,,,,.,. .... '0 l.E;C ,tvu a..EC Ollo Ollo OO'lb OO'lb )QIIl, OQlll, OO'lb J QIIl,

75 '*' d bUSlneca Oflglnatng mtnU.8S Via !peen. aCC85S 43 Dlb '34'110 43~ 44 3'lIo 44"'" 452'1fo 45 e'lIo 46 1'110 46 e'lIo

IXC .,•• et LEC ' .... l1lIol OJlIlomer "ITa-AT> toll
77 A_dlntlal Dlb !Illo ,...,

~ ".... 12'lIo 14'110 let!lo 1!l'1lo
7!l eu..,.,.. Ollo ~

,...,
~ ".... '2'lIo '4.... ,et!lo ,et!lo

.... c:t ••I~ tnat O«Dn.l.EC "lolal tM,· OJ."",ers (Nol. !Pl.N "'" ran~ .alue a" d t"" pSfC8ntllglt" ,
1'9 Aft""""1 OOC 000 012 02' 030 030 030
lJJ BUll..... 000 000 ooe 012 ) 15 015 0,5
81 STOI .•"9 pSt'Qer\t dtrt....ce 025
82 ST02· y_ ow. y., dWl~. 025
IJl P"",enl 1'1 LEe orllJNlecl__.,n", '.mm•• ~n '1fqIOI1" )Oll. 30ll. )Oll. ~ 30'1b ~ 'lC/!Io ,30ll. )0'11>
86 P"rcent 1'1 LEC on9"'.ea Intr_.1I'\. t.","n•• ~n fagoon" '.VIlo ;(l1li, 9O'Ilo '.VIlo '.VIlo '.VIlo '.VIlo 9O'Ilo '.VIlo

el!\ Cl'lLll'n .... 'd. \).' & unouMlllO CLEe lOOpS rna! (!\lIn ,n 19ge 25 COlI.
el!\ STO ".,. Cl'llln rat. 25'Ilo
e7 Y.'·ower·y., Cl'lan~ ,n ChIn 'alattvou~2002 -2'lIo
ee Cl'umf•• fa 2OO2ttvougn 2010 '0'Il.

1I,,_..c._
eg 11'1'81_ 'n rNl eexl"crny (Cl'lllf""YP't GOP once ,n..) 2-"1 ""'" 2S'!' 2et!lo 2!l'1lo 27'l1, 27'l1, 27'l1, 27'l1, 27'l1,
90 STD OOC»
91 Gr_n In '.1 GOP 2ft 4'. 2!l'1lo , !l'Ilo 2Q11l, 2Q11l, 22'l1o 22'l1o 22'l1o 22'l1o
92 MOCldV'S A•• CO/lX7•• t:lOI'CI ylSld 722 ' 97 ' 'I' 710 7'0 HO HO, HO HO 7'0

!;G
Deilr__on ..Ie

0073 0073 0073 0073 0073 0073 0073 0073 0073 0073
!iN I~ "depr f • ...". pSt' dOl'" a dIP" ..... Q4$1$t1 04451 ass O'S O'S O'S O'~ 045 045 0'5
95 On.""'. 1lWlt.CIffS c:t \lFoeIllIanI \SbIlloona. .,""" _a••) SO SO SO SO SO $0 SO SO
<;Il'\ Cl'lange In ".rea ,.... ..,., con. c:r~..~ 'S'!' 04'
97 4m(l1'Z.,on of dIt.,.., t_ end 01"., prel*d.~ 80'1l> eO'll> ·80'1l> ·80'1l> eO'll> 80'1l> ·eO'll> ·80ll0
98 Percent c:t lax .....cry ,•• ,1\11 ...11 tie dII.rea 5O'lIo ~ 5O'lIo 5O'lIo 5O'lIo 'iCAl> ~ 5O'lIo

~. rF\<t mOC* caIOJl."S tF\<t'I1I<,toonal LECs "'OR on ,•• .,.. The mOdal"1r.:i:::~""QlI• .., .. groa coen. minus .ca.om......,
~2 71ll.4lll' 35PM



ccs.oGC S1mut__ '993 ''l\l4 '995 'l9ll '997 ' 9\;8 '999 = 2C01 2':102
~N'inill[I('f"\ I~ "X'D·rr. r.aD!al ;N lQ01 LE. '':t r~r1al1 at"t:\.J[ 'f..':-i) ~1110('1 ry "'11"\'1lf' IIa,ttl!tI'iC anlj " ••r4l1 crlir':Jlts" ....,9J~ -i~OO 't!i'V" ~un{E
""'8'S91('Quae ror 9.:ilTH). O\ler $,2l,:, :)1I101"l:r- rec»f.ll~. ~nl("'""\ 'III•• tnouc»O In l.~': '9\1enue reQJIf."""rs 0t..I wNa'I r'laa nCC been ClaIO as (j

-p,("JlW'nf'Wllr." T T~~ A.-tJtIN(Y~ frIIt(1fu"mlltllv tr~,., m~(IIt .tIf\")nl.l1"ll~ "c; m .. tr~ ,.-,.rWAt ......,ilI' Irt"l~ In rh~ 4,""'t(")() "O"':t"Ilnr~ 7~ r~(1't' '''''l'"Il('1r''1 ,QQ4 t-..Jf

""'3Y OI!'CCf'l"e relaO'r'81v !tatlle !llftl('lg ,n 1995 because cJ tax law C"'lilnges ~tlng tf"\e t't¥J oreceec:ltng sPeotlC30Cf'lS al -~ ano~ OrQOJce5 a
.:?lallve,,,, STaDe tetal In ,""e DiliIse case ~e 0"'!9 @'.:per'lse se(1)On (acoro" I,r-I;? ?'6m" "iF' - ~\I€'I

t'lJ, e., ilWWgh'DI. SOOPIIJ"
~
~ ..UWlt 'OCTemWlrll cast· mQQlM'g ,$ L:t)'St r::au::;oao9LLO-ony~

~ "'00.0 mc:ntN'¥' cost fCl' Cfovllj,ng an ac:ollCf"lal I()OO $1510 ~~ & oepf.oaClO""l CO"T'IOCf"!eN 5C/lb
"J) '_ass ",CuCllO ACFI & <*)reoanen I $155
'0' ArrJ8CI S'MIC"Ilno CCS for addtlonal access mInute £0 C()&S £0 c()&5 £0 c()&5 £0 c()&6 £0 c()&6 SO c()&6 SO C()&7 SO C()& 7 $0 ooH
'02 LOSS ",ouC.cs FlCFI 5 cepreo.benl £0 Q02::l £0 Q02::l £0 Q02::l £0 0Cl23 SO 0Cl23 ro 0Cl23 £0 0Cl23 SO 0Cl23 ro 0024

Assumeo cerC*ll Offlrlnce oer-en C IC, sceof,lIO
"'XI -itx)ve .nO II"IIl!J aOUiI! CICs for ItXl)S ana i1CDltSS mlnLAes [IW, J% C'lb ...., [IW, JIlt, ...., C'lb

1:)4 '0:2l1OmenU'Ily COllI to croo'CII OolllnqlC1l_Cfll .........CII $4 00 $4 00 $400 $400 $400 $400 $400 Sol 00
(Not. Cost IS,*, 1000 Half tne.-nount !iPecfl.:3IS removeO trom exc-,se II L£ C a.Jsc:rnet l000e aeaea_ I

'CS '~LEC I.pensl r:J ICCIt\9 0' a>lSn.n9.n lS'Cundld lOCO "nCluOng 0""" S5000 $5085 $5f 71 $5259 $534~ $Sof .c
'r,!,> .. ~fICt CLEC 9~8"S8 rJ 3O(Ing Of C1'IlJl'rMng an LJ"\C1Jnoea 1CQ:l (InC" m3(IU~r""'l1 $7~ 00 $7~211 $77 ~7 $78 !l9 $802'3 $8111)

T0 ProYu~. r••"nllli tOI per mInute (Ie. R~ & decreo&lDon,
'07 r.t•••• toll'noudtng Il"\{ernaDet'l1ll 9&a:tements SOOOXl soceoo soceoo £0 oeo~ $0 0IS09 $0 0513 $0 0518 SO 0lS22 ro OlS2a
'C8 ,ntralll_. tell £0 CI300 sorooo sorooo $00302 $00305 $00307 $0 0309 $0 Illl' $OIll13

"':) prOlr'toe CIJ$lness tOJ 0" ml(HAe (less ROP! & d8Ol"80illCt'l'
, :9 I"'o!er••• rOllnOtJOng INern8DO"'Iai Sl8ltlemer.rs SO~ SO~ SO~ $0 I:e04 SO~ $00511 $O051~ SO 0518 $0 0522

..,traSl.eIOI WCQOO WCQOO SO Cl200 SO 0202 SO 0203 SO 0204 $0 0206 $0 0207 ro 0209

~g.IIJQIO.trJ. Ire mCQtfeg '$~9M ci agzea (<<venue
..EC VIlrtlCIII ."CIS 30 CXJIll, 30 CXJIll, 30 CXJIll, 30 CXJIll, 30 CXJIll, 30 IXJl!l, 30 IXJl!l, 30 CXJIll,

" 2 -.£C Spec. Access 58rvoces 64.... 64.... 64.... 50&.... 64.... 64.... 64.... 50&....
, ') ;::"v.8 line ser""ces 64.... 54.... 64.... 50&.... 501 .... 64.... 501.... 501....
"4 an... enc m,se LEC ."CIS 10011"'9 5 co••ellen etC) 40 CXJIll, 40 CXJIll, 40 CXJIll, '0 CXJIll, 40 CXJIll, 40CXJlll, 40 CXl'llo 40 00lb
l' 5 Clner IXCIClEC rlvenue lelMr man _<7110 '0111 7O'lb 7O'lb 7O'lb 7O'lb 7O'lb 7O'lb 7O'lb 7O'lb

!;xQlOM rtg.'
~ H~ Plrcent8ga of 100QII tnat ... unbundlld !IOOO. """0'\ full acdll()n8l .><P8f\SII oa:u< Ollo 4.... 8'llo 12'11I let1lo 20'11o 24....

Tetal ICdlICl LE C m....etlng ltXPIlI'ISlO _ uno<.nOlld 100QII IJCce«IS tNISI'JdCl
117 A_I.., (tll,ons) SOO $03 $03 $03 $03 $03 S03 $03

"" Buso_ (DI',onS) SOO $03 $03 $03 $03 $03 $03 $03
TO!a'ICdlICl LEC m...eong eMPIlI'I_ ,t lEC snare r:J '~cU. 00'· OJIlCfller 'OOOS ellCgeOS tlYesnoc

"g R_dlnt..1 (o'tonS) SO 3 $03 $03 $03 $03 $03 $03 $03
'20 tlusone. Ib,l,on.) S03 $03 $03 $03 $03 $03 $03 $03

Total ICdlICl IXC m..t."'9 ••pense • LEe snare 01 ta. OoIlIOOPC e.C8S<S ,n",sno'"
'21 A_canl..' (Ool'ons) $03 $03 $03 $03 $03 $03 $03 $03
'22 Bull.... (DlI,ons' S03 $03 $03 £03 $03 $03 $03 $03

M.lOm\6f1 pel'CW't by W'lII"ltd"l LEe redUCeS emt»ddld cc!ts In ve••f Cfl()t
'2'3 ,ell RCFI en r.e be. fl. tJetow 1 ":Ill> In crlO' veer 50'11o 50'11o S 0'11o 5 O'lb 50'11o 5 O'lb 5 O'lb 5 O'lb

~
124 .""ual cNlngaln CIC fa to~ (ceJae ,n/lat""') ~CXl'llo 200lb 2CXl'llo 200lb 2fXJIIN. 2CXl'11o 2CXl'11o
~25 STD 001
'26 "nua' cNlt\ga,n CIC fa access minutes (b.cre ",".,on) ~CXl'llo ·2CXl'llo 2. iXl'lb 2. iXl'lb 2. 00lb 2 iXl'lb ·2CXl'11o

')eer_Io CIC (Of IICC'8ta mlnUft fer '''49 tr~ ....
'27 'Ji. o:rn~IOon ••C8eCII' of loops SDIOtl80 CI"t Ilr..' 1~ 00'll0 00'll0 J O'lb OO'lb 00'11o 00'11o 00'11o
'28 :51'10..... fa ICClfw..te veerS! OOllo 00'll0 00'lb J Ollo 00'11o 00'11o 00'11o 00'11o

'29 "nntJal cn"ge In CiCs tor tdl m,r'llA. (bI!IIO'elntl.lonl '2CXl'llo 2.1D'1b 2. iXl'lb 2.1D'1b 00lb ·2CXl'11o .2. iXl'lb
']0 STO 001
~3 ' Annual Cl'IaI'9Iltn ""'cedCSOCOIl celor.,rll.'on (LEe IXC & a..EC·, 100lb 1 CXl'llo ' CXl'IIo , CXl'llo lOOlb iXl'lb ·1 CXl'IIo .' CXl'llo
'32 STD 001
'33 Annual Cl'IIn9ll,n .CdIIQ co_ cJ Oo"ng.c:Illdlon~ new in. ~~ ·1 CXl'llo -I CXl'llo ., 00lb lOOlb .ICXl'11o ·ICXl'11o .ICXl'llo

: .,' ."_._,,.,._.. ~!&, ~ .. ~j;1G'('-t~~' ~~:"~~'" i;~~.~;::z;.t~.:: .~:;':;, ... :II!!I......2 J8S!Di' r

!llUIlIIU
AM".", tg l EC~

134 Nel rlCll_"" .,-." [~'*"".d IlFIOf y_ IlIUS CCl'senll pSlC*Ilar o77eO'1lo ~ S1 00
135 Per 101*I """'.IlftllII'Y 'oco (.n dCil••l ta:Xl ta:Xl ta:Xl seas 5el 5ele $&1M ., .7 S&I3
135 1"... 101*I ......._.1_ S2CXl S2IXl S2IXl $2l2 $204 $2Q5 S208 5210 5212 5214
' 37 p._~1GOP(lIldDII.,.l ~ $!OJ ~ S505 $510 $515 S5al S52lS $531 S!3e
138 1"... '_loop(II-'II_"ne 1~1 bel""" $100 S2IXl S2IXl S20i $201 $2Ql $2Ql 5210 5212 $214
139 Per tllCullncl aCI*:I_ ""nul. (on delIl.l) S23 S23 S23 524 $24 $24 524 S25 525 S25
'40 P... lllCu_ aCI*:IlClII m.-. (on CIClI.sl $30 $30 $30 $31 $31 $31 $32 $32 $32 $32
14' To .,OCO ....tu....... (", delIl.S) $1 $1 S1 $1 SI S1 S1 S1 Sl S1

'42 For _'CIII __ per $1000 _ .......
Sl00 '100 S100 $101 $102 $103 $10& S105 SlO1l $1OT

143 For~I~~ $1axl1CdllCl r..,en.. S1.em $1 em " ,em ".010 $UIi!C SUOO S10&1 $1.l~1 SUlIl2 Sl.072
144 For 171_ fine 1* $100) .a.ar......... s'em $1 r:t:t:J $1 em $1010 SICli!O $' COO $10&1 $U~I SI,OII2 Sl,072
145 For aner & m,se 1* $10lXl ICdIIQ r.......... $100 $100 S100 S101 $102 $1 III $10& Sl05 '105 $107

'-'C.-.....,....
B'."m-.. '0 '0""''''' 0- yac (bltq' IlI"AlI

14~ P... IClCP er~m",u. , 1'!lo ·1 !l'Ilo 1 ".... 1 ".... , 1'110 .,1'110 11'!lo .11'!lo .11'110
147 As_.1ll WIIn ..anCllCl ~ant 11'110 1 !l'Ilo ·1 ".... ·llf11o '1'110 .,1'110

·1 " -1" ·1 "'48 To mll.IOOQII ul"Clundl.... 11'!lo
1 ""

, lfIIo Ilf110 11'!lo , 1'!lo , 1'!lo 11'!lo 11'!lo
149 P... tell m//lUl. ,1'!lo ,"" , lfIIo ., ll'll. ,~ .,~ 1~ ., " .,1'!lo
150 '" 0Ch. types t:t ",_.,t ," 1 ""

, ".... ·1 ll'll. 1~ 11'!lo , 1'!lo
1 " ., "

Un.....GPII. ""'" Isge '(I1Q11lp'~••""'lmNel. n... ",___h_ l"'cuntC~"'" .,Clon•......,1* lOOP Flddcnl'1'1 ICl••_. -.tcn, ra-ICl. __ II'Id
Inv"ment In ......,.......,,_ ••1OII1l:l CDll,**",. _ patIOI'I t:t "'lIIen1lflCS _ ...........I_ e... "flU9IICII. ICCIIllI may
t:e '10000ng. sem._to flOloll. CDllPII""'" may Oil ClCl:Uflng The .._ u_ ..._ I1CM1"·'o _ I'" You ..a.oICllClIQIy I 'OCIl)
'1~,..te_"''''''_C!llIllI_'-''''_ICIIIl.lII'''IIII'__IOI___~ FOI..,.IOCII:>_IN
Itv-.cJO yC:U .-all. I ..... Ir_cI 1 .._ '" .-IOOP. Wllll'll1lCl The rr.-on "'0'_.....,«~ 1~ lOOP 1* 101I lOCO III
lhe -.au.. ~1ll"""CJlCI At""ClIIl«Ii'_ .1IN 1*<*'tI:lI9I d nannI' ele let Mdl,,_IOCII:> III...... tie IftCIICIIll '" _11II'I_
~~ga'" IlICDllaCl"''' _ OJSlcrnlfS can be recl.lCllCl 0<1.""'•. yQ.I IIlOo.'du~=:" ~ceQ'lIO _IN1*..... t:t ere let .._
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CC1!!I,Cac !illn,M.1Uf1 ',g) , ;90' .~~ ',90 ',97 '9ge '999 . )CO C')01 C')OZ
::.cos {r"131 N!I oe EItlmln.ao II"'l eacr, ':J 'e'" 5t.ia:9SSI ....e veQrs ~r,~ ,"" ... e'5lm9f"': as:sooil:ec ',yT ':wanaea oar.! D9l' ST13lXlw 1000 1$ soeotled C1"1 ,ne ')8
"~e rate d. Q"\a("\~e lfIlJ"1at SOQOIIC311Q'"' $. 'iQ( 0 ... !"'Q user 1('1 '109 14'

':-1 ~CS'S II"'l line QfOll"l(r"l at N"lfC1"l cos! !s~C"eas80[0 'eoreS8"t stranoeo CIanI JO%
'52 l;)SS Il"'lling g,o~n at 'Nt"l,(1'i m;l'lmu'->':T1iiOOW' f11"\9S oer :Q6! lines :'T'D.J1 90 ) CRt:.

'~ PerCfW"ltage ot CfCl'natv IIn& CDst artrlD.Jteo !Co5f'laoow' hn~ .Jlb
'';4 ~ rj 'l¥OIO"1IS r8CluctKJ In eaC1'1 or • C <:LJa::BSSlve yeals maXImum j,)CW., .Jlb

Kay: Cr,_. Rim eM Rli,'
'55 :JfOWf" ,ItS'(7 yeroc. services oer 1l0e '" 5''IIto 54"" 75'lf, , 75'lf, , 7'i'l!, , 75'lf, , 75'lf, '5'lf, , 7'i'l!, , '!:Ab
~ 56 STD aoo
, 57 U('IoerlVlng gOMn 1('1 ta;l rSSlcentla! lines '" 5"'"

12,. 9OlI& ~ O()lM, 30()lM, 30()lM, Q()IM, 3 Q()IM, )O()lM, 3 00'M0
'58 STD 001
'59 unoerl..,nq Q"CWllth In buSlneS! lines 509lf, 59lf, 53()1M, S3Ci'lb S3Ci'lb S3Ci'lb ' 3Ci'lb 5 )()IM, 53Ci'lb 53Ci'lb
'SO STD 002

lw'rlCB'IVlng toil-mInute groWfn rexOUSilY8 d Oflce SfastlC Sllmutiiltl(J"'t:·
) 5Ci'lb 3 5 ()1M,'5' Resl(:Jlnh311l"'lterLAT A Intersra[8 i(::e f "'IOUS.....OId) , 50'lb \ 5()1M, j 5()1M, Z 2!:Ab 22!:Ab 22!:Ab

'62 3TD 00'
'53 ResIOBf'HI81 InterLAT A Intragate (car t"IOuSEll"'tOIQ) O()lM, .\ 5Ci'lb ) 5Ci'lb ,5Ci'lb ,5Ci'lb Z2!:Ab 22!:Ab 22!:Ab
'';4 STD 001
1~5 ~esldBnllaJH"\tlaLAT A (per neusenolc 00'll> " 2!:Ab 22!:Ab U!:Ab ' 2!:Ab "2~ 22"" 2 2""
'65 8u$I.....SS Inrenjl r.., tef! oar lI(\e 5~ '"",, 00lb 5 00'M0 5 00lb 5 00'lI> < O()lM, 22~ 22!:Ab 22""
'15 7 :;>IC, lO'
'15a 9usm8SS mtrat.JI r ~ ~Ci\ 081' \)f"'le 50% 2!:Ab 22~ 22~ 2!:Ab ,::2~ 22'i'l!, 22~

SD-=W81a~ r• ..,If\U8 2!:Ab S~ 2~ 2~ 2~ 2~ 2~ 20... 2~ 2~
, 70 ;:J9I"c."II cI SJ»Qal acc:a. t"at 1$ Inrerstate 68"'" 'SIll'll. 'SIll'll. 58 I'll. 68 I'll. 68 I'll. 68 I'll. 68 I'll. 68 I'll. 68 I'll.
\ 71 LEe crwate hr'\9 & ml9C t04l rever\Ue '2El'llt ..) 2% J~ '; 00'll. 5 00'll. 15 CDIlo 5 'JJlllO 5 CDIlo 15 00'll. 5 CDIlo
, 72 Pere."t d Pl & mise tl'HIt IS Interstate 02% :; 2% 02% 02' 02% 02' 02' 02' 02' 02%
,7:)

." 01".. LEC rl'''''''''' 4 7'lb 3 7'lb 9C/l1> 2 ()1M, 2C/l1> 2 ()1M, 2C/l1> 2C/l1> 2 ()1M, 2 ()1M,
, 7' PerCW'( C'J Clner reYet"MJa D"lal 1$ r8'9J!lt8a 75 ()1M, '5 O'lb '5 ()1M, '5 ()1M, 75 ()1M, r5 ()1M, 75 ()1M, 75 ()1M, 75 ()1M, 75 ()1M,
. !5 PerC!W'll d etn., r.venu_ (/"'lat IS Int9l"stale 2El'llt Z El'llt 2El'llt 2El'llt 28'110 2El'llt 2El'llt 28'110 28'110 28'110

170 I:;rQllllltn rJtC' In ahCr t;J.'(C"!:i , s-. 0 ..... , 3'" 13'" 1 3'" , 3'" 13'" 3'" 13'" 13'"
'71 INer. __nse as perOON or n.. Pl"'" 2Mb 2''''' 2 5'" 2 5'" 25'" 2~ 2!:Ab 25'" 2 5'" 2 5'Ilo
178 ENedlve FIT rat_ )1 !!IIIo (I''''' 33J'llo 33J'llo 33J'llo 33 J'llo 33 J'llo 33 J'llo :13 J'llo :13 J'llo
179 LEC _'onoIdlIr eQ.l"'f as P8'Cllnt '" 091 OlaN 46 !!IIIo \5 '" 45 ()1M, '6 ()1M, '6 ()1M, 46 Ci'lb '6 Ci'lb 46 ()1M, 46 CJIIlo 46 ()1M,

180 GtOOOCh In OIl'1. IXC ' ......... ) C/lI> ) ()1M, ) ()1M, 3 ()1M, 3 C/lI> 3 C/lI> 3 C/lI> 3 ()1M,
181 pet'C8"lt CI etner IXC re..,enuel:r'liK 1$ Inferslau. !IJIll, !IJIll, !IJIll, !IJIll, ~ ~ ~ ~ ~ ~

'82 GrOWl~ In OIl'1. CLEC ,"v"""'. I~ '0 ()1M, 95'1lo 9CJ11lo ~"'"
e 1.... 7" 7.",

183 peroonl r:J OIl'1. ClEC revenUllI~at 's InlerSlate 73.... "3"" 73'" 73.... 73.... 73.... 73.... 73'" n.. 73....,"" 1'3,,.,, r.1!' In mtXM"" r:>t'nl!lf than r:"l!'ilutSf '" P("S 2~ 2~ 2!:Ab 2~ 2~ 2~ 2~ 2~
'OS C,VI"I'lh If' l,A;Ik..lh.. & ("ICC ).l ~ " !l'lt ... 0\(. ') la-k. 'J 10\(. 10 10'1(. I':) lo-M. '0 IO'N. IJ IO'N. " 'o-It.,ee DBrOtnl metlle &C8IlujaJ revenue thaI's Interstate ,..., "% ,.... 1'11> 1'11> ,..., 1'11> 1'11> 1'11> ,...,
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'996 1997 1998 1999 2000 2001 2002
access to cost

939 940 941 941 941 942
105.2 1081 1140 117 1 1203 123.5

,'994" 100) 8e 5 859 854 849

lionSI
$loe.2 511»5 51335 5135.8 $138.1

$50.5 $045.4 580.7 $61.4 SlSl.8
$048.0 $40.9 551.8 S51.1 SlSO.l
14.4-1_ 10.7-1_ 17~/_ 11.Z'1_ 18.5-10
S75.1 see.9 S78.2 sae.3 ".9
$2•.0 sag 531.7 135.7 $40.1
522.8 $27.0 '27.1 sa.S 532.4

e'

Cnange In Consumer SurpluS lTom Base Case (billionS)
ReslClenttal SO.O '$0.8) S6.8 57.8 S8.1 $8.4 $8.6
Busln"s SO.O $0.1) $76 59.0 $10.0 S10.8 $11.7
LEC Surplus SOO SO.l) ('7.7) ('3.2) ($1.6) ($3.0) (ioU
IXC & CLEC SOO SO. 1 '02 (".4) ($2.0) (".,) so.a

m.D ~ (M.i) (J3.£ (J3.2l LII.fi mlot., SO.O ("4) 12.0 ".8 S11.3 "'.8
Residential Price Index

0.015
0,015
0,015
008

200220012000'99919981997

'~~ ~=::.=,.~~-,::------:------- ::.::.:: 1
E:~ ~,_:-:-:-,_:-.'--------'-'-:_:-:....:-:---.-------~.: "::::::::::::::.: .. -:..'--- '-j

1996

Interstate 'Access Like' Minutes

, 500

j
'000

500 • • • •
0

1993 1995 1997 1999 2001 2003 2005

..- HItting SWltCn-- Total (Inc!. CLEC rae. base~

2007 2009

0.015

LEC Revenues & Expense

I
~~~~~~~I~1l1 t

2001
718_ 1'37 F'

$400.0

j$200.0
I I • • • • • • l!!I I I!!I I!!I I!!I l!! l!! IISO.O I I ; , ,

1993 , 995 1997 1999 2001 2003 2005 2007
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___ Revenues -'=- Expenses;

------------- --------_.-_._._.. --_.__ .__._--------------

LEe EBITDA

$100.0
I , , ! ! ~ :$50.0 ~ • • • • • • • • • • I

SO.O ;

1993 1995 1997 1999 2001 2003 200S 2007 2009

i --"'current dollars---.- constant 19~ dOl/ar5
I

Total LOOPS

300 ~

200 . • •••~- :

1~ ~••••••,:., I
~ 2 g <:> <:> g - - -
_<:>N<:>NO~ O~ ON O~ O~ O~ <:>

Interstate Access Charge per Minute

$0.0400 ,
$0.0300 1I!.1oI........-....--------
$0.0200 ! \ I

$0.0100 i \ I
OOסס.$0 I ,••••!II,• •••••••

I 8 § 8 8 § 2 ~ ~
- ~ N ~ ~ N ~ N N

LEe Net Plant

::::~ j''''''''-'':::::I
$150.0 I
S,~.O J ' I ' " ,

~ ~ ! , ~ ~ I ~ I

Household SillS at 19~ usage Levels

:~ 1 -:-1
$28 ' ,
~a~8~8~8~8~8~~~~~~

!~ Lowest toll usag~middle toll usagr

-.- high toll u~ge ~ top 396 I

LEC Access Revenues

$25.0 1
$20.0 1•••~ .
$15.0 '\ '

S~:g j \.,••••••••• -:-1
SO.O

~ ~ ~ ~ ~ ~ ~ ~ ~

Return on Rate Base
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IXCICLEC Operanng 'ncome

208 0 0 0
N '"

8",08 0

'"

S80
S60
S40

SZOS· .<-1 -+ -+-4-_+_ _

11>
11>0

Bell
Amerltecn Allantlc BetlSOUltl NYNEX PacTe' SBC US West

~
Earntngs Loss $ g2 $ 85 $ 101 $ 61 $ 3g $ g3 $ 47
Percent Decr... ,n Eamlngs 3.10-1. 310-1_ 310-1_ 3.10-1_ 3.10-/_ 310-/_ 3.10-/.
ROE 22.Qg·I_ 2197-/_ 1751-1_ 19.1Z-1_ 3!5.9!W_ 22.84-4 28.18%
CUhIConstrUClIon 193.06-1_ 148.04-1_ 478ze/_ 130.50-1_ 1Qg. 47-1_ 183.38-;_ 131.12%
earrvn9S1DiVldlll'ldS 195.13-1_ 1984S-/_ 85.15-1_ 183.50-/_ 129.44·1. 212.48-4 145.115%

s,_ pac. I bel
10M StOCk Price Aft. Hit $ 58.80 $ 6491 $ 38.55 $ 40.83 $ 28.75 $ 52.e; $ 32.28
February 19ge Stock Price $ 59.fJ3 $ ea.38 $ 4038 $ 52.13 S 30.25 $ 55.75 S 3400
Percent Deer.... 5.orI. S.Or-/_ 453-/. 4.7V'"I_ 4.;ee;. 5.1 :]-/. 51ze;.

Camp06lte Decr... 4.ge-/_
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