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William F. Caton, Acting Secretary
Federal Communications Commission
1919 M Street, N.W., Room 222
Washington, D.C. 20554

RE: CC Docket Nos. 96-262, 91=11and 91-213
Access Charge Reform.

Dear Mr. Caton:

This is to inform you that Catherine Sloan and David Porter of
WorldCom, Inc., and Peter A. Rohrbach and I of Hogan & Hartson L.L.P., met
yesterday with Joseph Farrell, Chief Economist, to discuss the above-captioned
proceeding. The discussion addressed the positions and arguments in WorldCom's
initial and reply comments; and the attached materials were used at the meeting.

Because the meeting took place late in the day, it was not possible to
file this notice on the same day, and so we are filing this notice on the following
business day. We are filing two copies of this notice with the Office of the
Secretary.

Respectfully submitted,

HOGAN & HARTSON L.L.P.

By: David L. Sieradzki
Counsel for WorldCom, Inc.

cc: Joseph Farrell
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II. The Relationship Between Access Reform and Local Competition
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A. Use Local Competition to Drive Access Reform;
Use Access Reform to Drive Local Competition

B. Baseline Rate Structure and Rate Level Changes to Set the Stage for Local Competition
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I. INTRODUCTION:
WORLDCOM'S APPROACH TO ACCESS CHARGE REFORM

• WorldCom, Inc. -- ~ecember 31, 1996 merger brought together:

• LDDS WorldCom

• MFS

• UUNet

• Our perspective is not merely that of d stand-alone IXC, CLEC, CAP, or Internet service provider -- but as a
company at the center of the convergence of these market segments -- and as a future full service
telecommunication~provider. i

• WorldCom supports a market-based approach to access charge reform -- and full implementation of
local competition is the surest way to benefit consumers and reduce access rates.

• Our plan would require only limited rate prescriptions initially, focused on elements that are the least
susceptible to competition. Broader prescriptions woul~ be necessary only if local competition does not
develop.

• Our plan would not result in precipitous changes in incumbent LEC access revenue, but it does not grant
the incumbent LECs revenue guarantees either.'

I

• We support increasing the incumbent LEes' pricing flexibility -- but the timing is crucial. The
Commission should resist calls for premature flexibility that would enable the incumbent LECs' to
discriminate in favor of carriers (such as their own affiliates), and to avoid reducing overall access rate
levels toward cost.
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II. THE RELATIONSHIP BETWEEN
ACCESS REFORM AND LOCAL COMPETITION

• For structural reasons, "access competition" per se is unlikely to reduce access costs for stand-alone IXCs.

• Rather, local competition will create market pressure on certain access charges, as integrated local and long
distance carriers can avoid incumbent LEC access charges by winning local customers from incumbent LECs.

• Charges to end users -- should become competitive, as incumbent LEes compete with new entrants for end
user business, if local competition develops.

• Special acces~ and dedicated transport -- should becorhe competitive if local competition develops.

• Originating usage charges u will remain a bottleneck for stand-alone IXCs; but will become avoidable to
extent IXCs can self-supply (using their own facilities or incumbent LEC unbundled network elements) by
winning customers local business.

• Terminating usage charges -- will not become competithTe, because party placing the call (or the IXC) does
not influence th~ called party's choice of local provider. '

• Bulk-billed charges -- by definition could never become competitive.,
• Market-driven access reform works only if NO access chargos are applied to unbundled network elements. The

Commission must r~affirm this essential part of the Local Competition Order. An uneconomic access charge
"tax" on unbundled network element rates would thwart local competition and would doom market-based access
reform.
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III. WORLDCOM'S ACCESS REFORM PLAN

A. Use Local Competition to Drive Access Reform;
Use Access Reform to Drive Local Competition

1. Local competition is the best way to discipline incumbent LECs' access rates and achieve long-term
access reform. I

• Rate structure reforms can help facilitate local competition, together with prescriptive rate level changes
targeted to rates that will not be subject to competitive pressure.

:=:) An immediate prescription of all rates to cost is unnecessary if the FCC takes all necessary steps to
promote local competition.

2. No incumbent LE.C revenue stream should be guaranteed or shielded from competition.

3. The Commission must be vigilant to prevent discrimination and other anti-competitive conduct by
the incumbent LECs during the transition to competition.

• During the transition period, the Commission must not allow forms of pricing flexibility that would enable
incumbent LEes to discriminate in favor of affiliates or;other favored customers, thus forestalling local
competition without bringing overall rates toward cost.

• Some expanded pricing flexibility can be given to,incumbent LECs that have fully satisfied the competitive
checklist, and further flexibility once substantial competition develops.

I

:=:) But if, by a date certain, an incumbent LEC has not satisfied the checklist, the Commission should
prescriptively reduce lall of its access rates to TSLRIC.
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B. Baseline Rate Structure and Rate Level Changes
to Set the Stage for Local Competition

1. Subscriber Loops

• Eliminate the per-minute CCL charge.

• Eliminate the cap on SLCs for all lines, or at least for business and additional residential lines.

• Recover any remaining loop costs as flat rate from Ixes.

• Exercise Section 10 authority to forbear application of Section 254(g) to permit IXCs to recover flat-rate
access costs in a geographically deaveraged manner, as they wish and as the market dictates.

2. Local Switching

• Rate Structure: Create a flat rate charge to IXCs to recover the costs of line-side switch ports.

• Rate Level:

• Line-side switch ports: Initialize new rate element at TSLRIC times interstate allocation (pending
separations reform, use interstate allocator based on relative use, or 25% as with loop).,

• Terminating usage charge: Re-initialize rate at TSLRIC, because unlikely to become competitive.
I

• Originating usage charge: Re-initialize to recover remaining local switching revenues.

j

• Price cap treatment: Place each of these elements in a separate service category.
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3. Transport and Special Access

• Tandem Switching: In response to the CompTeI v. FCC remand, re-initialize rate at TSLRIC.

• Cost studies should use "lowest of the low" to ensure reasonable allocation of forward-looking
common cost loadings to tandem switching and other trunking offerings.

I

• .Pending development of acceptable cost studies, can use 0.15 cents per minute proxy from the Local
Competition Order.

• No other rate structure or rate level changes are necessary at this time.

• Special access and high-capacity dedicated transport should not be removed from price caps or
otherwise deregulated at this time.

=> These services are not yet broadly competitive: the incumbent LECs have not even met the
existing expanded interconnection thresholds in many parts of the country.

=> And any such flexibility should await satisfaction of the competitive checklist (Phase I) and a
specific showing of substantial competition (Phase II).

• The Commission should not get bogged down in ~evisiting the non-remanded issues in the Transport
Rate Structure and Pricing proceeding.

=> But if it does so, dedicated and common transport, which use identical inter-office network
facilities, must be treated consisten.ly.

I

=> Rather than shifting dollars from the TIC to common transport, a forward-looking cost study
would have to be conducted for both common and dedicated transport.

=> In the current, "ring-shaped" interoffice network, costs are not very distance sensitive. The
partitioned rate structure is not cost-based, and mandating it makes little sense.
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4. SS7

• All agree that SS7 costs must be removed from the TIC.

• Incumbent LECs should not recover any of the shared costs of their SS7 networks from access customers.

• Incumbent LECs use IXCs' SS71networks as much as the other way around, yet the Commission has
forbidden IXCs from recovering the costs of certain SS7 functions from the incumbent LECs. (Caller ID) ,

. i I I

• "Bill-and-keep" makes sense in this context: actual costs are relatively low, transaction costs are high, and
traffic flows are roughly balanced.

• Incumbent LECs recover their SS7 costs from their own end user customers, through vertical feature
charges. Imposing charges on IXCs as well would constitute double recovery.

• (But we support the existing recovery of the costs of dedicated' SS7 facilities from the customers that use them,
and the offering of incumbent LECs' SS7 systems as an unbundled network element under Sections 251 & 252.)
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5. Transport Interconnection Charge

a. WorldCom's Proposal for Restructuring and (Over a Short Transition Period)
Elimirtating the TIC

• Rate Structure: Restructure the TIC as a flat rate per presubscribed line, to maximize competitive pressure (by
enabling full-service carriers that "win" the end user to avoid the charge).

• Rate Level: Eliminate the TIC by 1/1/1999, using the following mechanisms:

• Universal Service: Target to the TIC all reductions in access charges due to implementation of
competitively neutral universal service mechanisms..

• Price Cap Rate Reductions: Target to the TIC all overall access charge rate reductions due to price cap
productivity adjustments and consumer productivity dividends. Bring home the Fourth Further NPRM.

• Reduce the TIC to reflect certain cost misallocations that inflate access charges:

=:) Eliminate from the TIC the costs of SS7, 4IDB, and other related signalling services.
I

=:) Remove revenues associated with the completed amortization of equal access network
reconfiguration ("EANR") costs.

=:) ~emove costs of non-regulated services, such as GSF associated with billing & collection.

• It is impossible to identify the "costs" in the TIC, and it would be counterproductive to try. The TIC represents
the residual revenues in connection with the transport rate restructure.
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b. The Commission Must Not Establish Guarantees That Would Shield Incumbent
LEC Revenues From Competition

• The worst thing the Commission could do in this proceeding would be to create (or perpetuate) a means to ensure
that incumbent LECs continue to r~cover revenues shielded from competitive pressure. By definition, local
competition would have no effect in

l
reducing such a charge. This would harm:

• Interexchange competition, by perpetuating uneconomic access charges, which cause high long distance
rates that harm consumers.

• Local competition, making it difficult for new entrants, with no comparable guaranteed revenue streams,
to compete, and facilitating cross-subsidization by incumbent LECs.

• Full-service competition, establishing a major barrier to entry -- a revenue transfer from competing
providers of long distance (and local) service to their incumbent LEC competitors -- that could lead to a
"price squeeze." Each of these would harm consumers by depriving them of the benefits of competition.

• The incumbent LECs have a right to a "reasonable opportunity" to recover their investments _. not a guarantee.

I

•

•

•

Under competition, they should keep revenues only to the extent that they can retain and grow their
customer base in a competitive manner -- not through regulatory subsidies.

There is no legal basis for the Commission to imlJose a residual subsidy fund.

The theory that inadequate past depreciation entitles' incumbent LECs to a revenue stream insulated from
competitive pressure: is antithetical to competition; is inconsistent with price cap regulation; and would
unreasonably shift the risk~ of technological change from regulated utilities to ratepayers.
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C. Manage the Transition to Competition
by Offering Incentives to the Incumbent LECs

• Phase I u "Potential Competition"

• Triggers: Iv3 proposed in the Notice -- plus cost-based and non-discriminatory non-recurring charges;
full implementation of competitively neutral universal service support; elimination of the TIC;
and credible and timely enforcement of pro-competitive rules.

• Flexibility measures permitted: geographic deaveraging of all access services; term discounts of no more
than 3 years; streamlined regulation of truly new services that cannot be substituted for existing services.

=> But not: Contract tariffs; competitive response tariffs; additional authority for volume discounts or
term discounts longer than 3 years; deregulation of so-called "new" services that are substitutes for
existing services.

• Phase II -- "Substantial Full-Service Competition"

•

•

•

•

Triggers: Market measures showing no less competition than AT&T faced when its services were
streamlined in 1991.

Flexibility measures permitted: all proposed in Notice (except retain rate structure rules, especially for
non-competitive terminating access).

Consider subdividing into two or more intermedi~te phases.
I '

Price cap reform: restructure to create one "network services" basket with nine service categories.

• If an incumbent LEC has not satisfied the competitive checklist by Jan. 1, 1999, the Commission should
prescribe all of its access rates based on forward-looking cost.
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IV. A STAGED APPROACH TO IMPLEMENTING ACCESS CHARGE REFORM

• Access Reform Order #1: Adopt in AprillMay 1997, implementing tariffs effective 7/1/97

• Set the stage for local competition.

=::) Reform the access rate structure

=::) Undertake the analytically straightforward, targeted rate level prescriptions

=::) Define Phase I triggers and pricing flexibility

• Access Reform Order #2: Adopt in Fall 1997, implementing tariffs effective 1/1/98

• Complete the analytically more difficult tasks.

=::) Complete Fourth Further NPRM in Price Caps

=::) Complete plan to eliminate the TIC

• Access Reform Order #3: Adopt in early 1998, implement based on incumbent LEC performance and competitive
conditions

• Establish plan for reducing regulation as competjtion develops -- and fall-back in case it does not develop

=::) Specify triggers and pricing flexibility for phas~s beyond Phase I

=::) Specify prescriptive measures if incumbent LECs do not meet Phase I checklist

=::) Address ESP/ISP issues

13
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SUMMARY

A. ~Com'1PenpKtjye 0» Ac;en. BJ.fRml

• Access reform should promote collSUDlers' clo.ely inter-related
mterests in lower laD. distance rate. and future local competition.

.Aa:ess is fundamentally di:&rat from end user services: access is
prim'"'y a pmduc;tipD input that camera use to create end user ser.-ices.

Today. monopoly!LEC access c:hups artificiany i:At1ate lonr distance
rates far all CODStIDle1'S.

For strw:tural reasoDS, -access campetitioD." IlItII is not possible in ways
that would reduce the accesl cost.I of stand-alone IKCs. Rather, ILEes
will face preasure OD their aCC-1 rates cmly with the development of
1sal eqmpeti.ticm. and the ability of competinC carriers to supply access to
local customers they have won from the ILECs.

• Access reform should make use of competitive pressure OD access rates
where possible, recopidnc that some access rate elements are much
less subject to such pressures.

-.

QAWD' to end 1l.Im: 1Dcumbent LEO. and Dew entrants will. compete
directly for end user business, so charps to end users are likely to become
competitive - iflocal competition develops.

Qlvru to sanim:

SPecial 'nM anclAdietcd, tEp,eon -- should become competitive if the
1996 Act is implemented successfully.

OftciRatmC 1!ri1i&Jald, "P" Melli! - will :remain a bottleneck for stand­
alolle IKCs. and will Dot become competitive RIt B. But wiD. become
~ to the extent IXCs caD self-supply ,mpnatiq access through
vertical iDtecratiOD, as full-service local. and loDI distance carriers, or
throuch special access. '"

Imnjpltjpcni~ "AM cQllQI - are Dot likely to be subject to
competitiOll ill the foreseeable future. because the pany placinC the call­
or that puty's IXC - has little or DO ability to iDf!.uence the called party's
choice af'local carrier.

J;bI.LLDWU2JwmUlII- charps imposed whether or Dot a carrier uses
!LEe access by deiiDition could Dever become competitive.
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B. V

1. Local competition is the best way to discipline incumbent LEes' access
rates anel achieve IOIl.-term access reform.

In tAe short l'UD, tAe Commjssion must make rate structure reforms that
facilitate local competition, and pzescriptive rate level chanles tar:eted to
rates that willllot be subject to competitive pressure. Comprehensive rate
level prescripticms em be avoided iDitially.

In the somewhat 10Ilpr term, the Commission should use both "carrots"
and -sticks- to iDduce the iDc:umbent LECs to provide interconnection and
UDb\U1d1ecl network elements at ftucmahle rates, terms, and conditions.

> 11M -c·mr: iDc:umbent LEC. that have fully satistied the compe­
titive checklist should be allowed certain f<mllS ofpric:in: flexibility.

> ~: ifan incumbent LEC hu not fully satisfied the
checklist by a date certain, the Commjssion should proceed with
anressive1y prescriptive access rate reductions.

%. ~o iJlcumbellt LEC revenue stream should he. paranteed or shielded
from competition.

A ruaranteed revenue stream would be jncon,;lten'Mrith market-based
access reform; it would .Jjm;nate competitive discipline for such r.evenues,
and thus perpetuate above cost access charras.

It would also create a fotmidable barrier to entry, civi:D.c incumbent LECs
a revenue stream Dot available to their competitors that they could use to
cross-subsidize competitive services.

Under the 1996 Act, the incumbent LECs have DO lep1 richt or policy
basis for cuaranteed recovery ofput investments.

3. The COmmiSsiOIl must be vili)'Dt to prevellt discrimillatioD aDd other
anu-eompetitive collauet by the incumbent LEe. alU'iDc the traDsitioD
to competition.

- -DuriD,.d1e trauition period, the Commission must not allow fcmDS of
priciDr flexibility that would enable incumbent LEC, to dilcriminlte in
favor of their aftiU.tes or other favored customers, thus forutallinClocal
competition without brincinr overall access rates closer to cost.

Such disaim;natozy forms of priciDr flexibility iDclude CODtract tariffs,
competitive response tariffs, additional authozity for volume discounts or
discounts for terms lancer than 3 yean, 01' deteculatiOD. of -new" senices.
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c. l,comm'llcllsl..laaJig. AectSI late Structure apdJlate Level Changes
iP Set pi Stan m.LsuaJ Cgmpetitjpa.

• J,ate Strp,ctgre:
Recover the costs of dedicated facilities throurh J1011-traf&c: sensitive. flat rates:

~:.

> Eliminate the per-minute carrier commem liDe c:harp.

> Eliminate the cap 011 the nbacz:iber liDe charps for allliues, or at
least for busiDess and additicmal :raiclentialliDes.

> Recover aDYl'etDaininrloap coati U flat rate from IXCs; forbear on
Sec:tion 254(1) to permit !XCs to recover em a ceocraphically
deaverapd basis.

I ·jp"Iid' pm spmppntmt oflRal, rtrit&lJiu: Flat rate charp either aD
end users or on !XCs (with forbeal'aZlCe OIl Section 254<&'» •

.~:
Initial prescriptive rate level chaDps should be fOCUMd on elements least
subject to competitive pressure. We recommend that the Commission initially
set rates bued on forward-lookinr economic costs cmIy for tAe foDowinr:

Tmn;p'=,1&&1 Swit.cQiu - because termiDati:Dr switched access rates
are leut likely to become subject to competitive pressure.

~ - in response to the~ remand.

I,ipt=Sick.lm CgmpgplDt of..1&Ga1S~ - to initialize a new rate
element aDd adjust the per-minute c:harp accordinpy.

• :Tnnnon Ipttrnnnpec;tigp QJMrn:

Eliminate the TIC immediately, or as IOOIl as possible.

Take fi:tst from the TIC all access rate redueticm.s due to UDiversal service,
p1ice caps, aDd end of equal acCess reconficuratioD amortiZation; remove
SS7 costa, retail marketinr costs, and costs ofnon-reculated facilities
from. the TIC.

Modify the rate structure of any residual TIC to be a flat rate charp per
presubscribed liDe.

iii
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D. MeDaO tU..Tnpsitiop to Competitiop kQl"eriJl(lzacengves toI~

• &111~:..:J~m1;ial.~m;m·til·m;-: Incumbent LECs that are providin:
unbundled network elements under pro-com.petitive tenDS and collditions and at
forward·loomr cost bued rates, and that fully comply with ather prerequisites
to local competition, should be pumitted certain forms ofpric:illr flexibili~·:

At Phase L pmpit: J80craPhi.c cieaveraciDr of all accus services; term
discoWlts of DO more thaD 3 yean; stre1m1ined re.,uatioll of truly De"'·
services (that cannot be substituted for exist:inC access services).

pg nAt pmpit: ccmtraet tariff,; competitive respOIlH tariffs; additiollal
authority for volume cti-=oWlts or diIcounts for teJ:ms lonpr thaD 3 years;
or duecWatiOIl of services that caD be substituted far exist:iDr services.

Competitively DeutralUDiversal service medslnj""s should be fully
implemented aDd the TIC should be eliminated before Phase I measures
are allowed.

• fAaa.lX - -SubltaptiaUilD·Svyiee C_op,": 1Dcambent LECs that can.
show an. eccmomicaDy substantial decree offd-M!"Qc;e mmpetitign, measured
usmc the Her.6.Dclahl·Hirshman Index, should be allowed additiollal priem:
flexibility.

But the Commission should not dueplate the rate structure rules for
dominant DCs (especially for t:m:miIlatillr access).

The CommjSsioll could cou.sider subdivictinr Phase II into two
intermediate ph... ("emerciDrfWl service competition" aDd ·substantial
full service competitionj. Such distiDetiOIlS could permit a mare tailored
approach to further ILEC rate rerulatioll.

• If aD incumbent LEC has Ilot fully camplied with the checklist oflocal
competition prerequisites by Jan. 1. 1999, the CommjssiOIl shoUld prescribe all
ofits access rates based on forward·1ookinr economic cast.

IV
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TAHLE 1: SUMMARY OF WORLDCOM'S PROPOSED
ACCESS CHARGE REFORM TRANSITION PIAN

IIASEU ON TilE 1WO-PIIASED APPROACH DESCRIBED IN THE NOTICE

I·....e 01 Tri••erin. Conditions Relulatory Chan•••
(;untp.tilive •
()eveloDment
lIaeeline Nqoo. • BaMline rate .tructure chsnle•.

• Preacriptive rate level cha..... for tandent Iwitchinc.
terminatinllocal .witchi.... and local .witch port
charles.

• Eliminate the TIC (or rapidly phaM it out).
Ph.... I: • Unbundled network element prices baMd on • 080lraphic deaveraiinc ofcarrier acces. charle. and
"I'oltmtiul 18OIraphicall, deavera.ed. forward·looki... economic SI~C.

(:Om'tOtiliun" cosle .. and offered under pro·competitive terln. and • Term diacounts (up lo 3 year.).
conditione. • Streamlined relulation of new .ervice. if cannot be

• eo.t·b..... ratea for local transport. termination. substituted for ex.tinl service•.
• Itesale ratee baMd on retail Ie.. avoided coat. • Differential pricinl of carrier acces••ervices for tramc
• Nutwork ele.ent. and ..rvieee provi.ioned rapidly that originate. from or term'inates to re.idential.

. and efl'eetively. sinlle-line busine... or multi·line business customers.

• Hiali... parity. number portability. acce.. to riCht. of
way. and open and non-diacriminalory network
alandanls and protocol•.

• .'ull i.plementation of competitivel, neutral
univerul service mechanis•• and TIC eliminated.

• Credible and timel, enforcement of pro-colllpetitive
rule•. I

• Coat-baNd and non-diacriminalor, non-recurrinl
charlu.

I·h.sell: • General market conditions that the Commi••ion • Volume diacount•.
"Substantial founel befOre atreamlininl ATilT'. relulati4n in 1991. • Term diacounle for any lenlU~ term.
(~m'K!litiun" • lIertindahl·Hin"man Index level for the particu"'r • Contraeltariffa and competitive re.ponee tariffa.

• local market that ia at leaat aa low as that in the • Stresmlined relulation of"new" services that can be
long·dietanco Mrvice marketa for which AT&T's suhBtituted for exi.tinl aervices.
relulation was .treamlined in 1991. • .;Iimination of ae,larale haakets, aervice categoriea, and

rate .ta·udure rules for trunkiRill a ...llocal awitching.
AhBenee of Potential • Comlitiona for Phaee I notaatistied by Jan. I, 1999. • "reBeri,ltion of an aceeaB charlea al fOI'warel-looking
(:Oml)elilion economic coat.
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TAULE 2: AN EXAMPLE OF AN ALTERNATIVE
ACCESS CIIARGE REFORM TRANSITION PLAN

USING MORE THAN 1WO PHASES

Phalie of Trillerh" Conditione Relulatory Chanlea
(:ompetitivo •
Uovelopment
UaBClinc Nonc. • Baseline rate structure chances.

I • Preecriptive rate level chanles for tandem
switchinl. terminatinllocal switchinl. and local
switch port charlee.

• Eliminate the TIC (or rapidly phase it out).
I~hase I: • Full implementation of all items on competitive • GeOiraphic deaveralinl of carrier acceee charces
"Itotential checkliet (see Table I). and SLC.
Cmnl»clition" • )t'ull implementation of competitively neutral • Term diecounta (up to 3 years).

univerealeervice mechanisms and TIC eliminated. • Oifferential pricinl of carrier acceee services for
• Credible and timely enforcement of pro· traffic that orilinates from or terminates to

competitive rules, residential. ainlle-line bueineee. or multi-line
• Coat-baaed and non·diecriminatory non·recurrinl business cuatomers.

. char.ea_
Ithase II-A: • Competitive preaence test .. availability o( local • Streamlined relulation of new aervice. if cannot be
")t;mercinlC telephone eenice from facilities-baaed competitor. substituted for existinl aervices,
It'ull·Service to a certain minimum percentale of both busineee • Term diecounta (or any lenlth term.
Competition" and reaidential customers throuchout the relevant • Volume diecounta with coat ahowinl justifyinc both

ICOIraphic area rate level of diecounted offerinl and rate
relationahip to non-diecounted orrerin•.

Ithase lI·n: • (leneral market conditions that the Commieeion • Volume diecounle with Ie. juatification required.
"Subetential found before streamlininl AT&T's relulation in • Contract tariffa and competitive responae tariffs.
"'ull-Service 1991. • Streamlined relulation of .....w" services that can be
( :ompetition" • lIerfindahl-Hirshman Index level for the, substituted for existinl aerviees.

pal-ticular local market that is at least as low as • Elimination of aeparate baaketa, service catelories.
, that in the lone-distance aervice marketa for wtich and rate 8tructure rule8 for trunkinl and local

AT&T's rellulation WD8 etreamlined in IOUI. ewitching.
AbBCncc of (·otentinl • Conditione for Phase I not satisficd by Jan. I, • "reBcI'il»tion of all access charcee at forward·lookinc
(:uml)ctition 1999. economic coat.
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SUMMARY

• WorldCom's Access Reform Plan - A Third Way.

An immediate prescription of all access rates to cost is unnecessary if the
FCC tabs all necessary steps to ensure that local competition has a
reuonable chance to crow in the near future.

On. the other ban.d, a m·rket·bued approach will :act work ifILEes are
allowed UClIIive priciDi f1aibility that.could facilitate ciisc:rim.mation. or if
their revenues are cuarantaed free of cOmpet:itift pnsaure.

1DstuA WorldCom supports a m·rket·baMd approach that would rely
p%imarily on-local c:ompet:it:ion. 1:0-drift oriIinatiDI acceu rates toward c:ast,
aDd would UN aceeu tebm to promote local c:ompet:itiaD:

> JWorm ''T'" rate Itn1ctuD apd S'T1!ip J'Itt 1Iye1I: Ezpoee m.oet
ILEC acceu aerricu to cam.petitive p%'eU'Qft, while rec1uc:iDc zates fOr
MniceI CIaL tem1iDatmc uaap) that will never be competitive.

> • • •. : OfFer ILECa DGIl-difcrim;n.tary fmma at
PriciDc fJer"bility to induce them to fully implement lacal cam.petitian.;.
ruerre threat ofma preacriptioDs if tbey-do DDt.

• The ILECa' Over-aeachin. ArpmeDts for Both BeveDue GuaraDiees
aDd Derqulation are Kutuall,.1Dccm.aistent, and Musf'Be 11ejected.

:Revenue paruLWI, IUCh u ~ulkhilbc" or clepzec.iaticm rec::crt'ery
mech"';.I, aze iDc:DD8isten.t with • competiti,e m.rbtplace. Further,
there is abdutel7 DO Jap1 or policy wanmt far such~.

P%em.ature~ or ltre'mUninr ofOC aCCUI replatiazl woalci
en·ble the ILEC. to IqD8JcA1oc:a1 c:ampet:itioD.

An. U1Ieamam;c acce. c:bup~ em =buDdJ8d. DlitwcaS elemen1:a would
thwart lDcal caw.pedl inn, and waald. doom. marbt-bueti accIIl 1dD.m.

No 1:rUIapart rate 8trw:tu:ze or pricincch·n ...._11U7 IMJW. But ifthe
FCC eJecta to remit thiI iIaue, common md dedicatecl traDspartm_be
treatH c:DDIiItaDtly, u.mc an ac:cume understaDdinc altha podesic
intcamce D8tWark. (See attached diqram.) ...- .

The Uc.._ DDt be aDDwed daubJe NW'ti'f altha &hued cmta of..
SS1~ from ftftical..mce .....ad curiazL Tn...... adapt
-mn.and.bep-=czrrie.to<errier SS11WtWcaS iD.t;erw, .neetiaD. .

Unlike the DCa' propoall, WarldCam~mmnd' pnpaatic otd.. 818' to
emtiDc price cap Nueta and.1C'rice catqaria.

i
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WORLDCOM'S PROPOSAL FOR GRADUAL IMPLEMENTAnON OF
ACCESS REFORM

TimiD. of Ortier Issues to Address LDr-ly "l1I1u
Adopt in AprillMay Rat' Squc;;un • Makes na ItZ'UCC'Ure more
1997; • Eliminate per minute CCL caR-hued
ILEC taziffa e&ctive and. recoveraJls~r • Impoeu moat ofrate burden
7/1/97 loop coati throuch flat rate OIl eJemeDta far which

c:baqu campetit:i:N PftIam'8 it
• EatabliIh flat rate far ma.- --1ib11 tD be falt

aide 1ac:al awitch port • Aftida up-fraDt pn. r ipti••

• DmiDI traD.lition., riCO.er me ntllJdiou, but a1Io
TIC u a flat rate cbup aaiUN'._paru.tIIee

RattMrnl • I...beJ:at LBCa m:.m
• Set iDitiallnel ofmtch NftD.1J8I tD t1Ie a:te1lt they

port rata buecl em TELBIC maiD ali UMJ: cuatomerI
times iDtc:atata IUoc:at:icm-

• Be-iDiriIU• temliDat:izlc
1acIl n'itrmn, buecl on
TSLlUC

-- • Bem·m"11oc:al.·itrhinC
NftIlUHItICO••• throuIh - -

-mein1an, c:hazo.-
• Eem_ rate ]...J.bI to -TIC (...., tazpt lDIiftraal

..mce. pzice cap
N&iUd.ian.l)

ph,. I Tripm _4 'PrinD'
limN*!
• (See Wor14Cam'. iDitiel.

A&tapt ill l'aIl1111; • CoaPt- 4th PNPBMin • .........,. c11ft'lwlt:

DCad'" .tr.:t1•• p:DCIIpI ••1 AiM tD CIaP-....
1I1JII • Camp..p1a tD ·Hmtn.... ••"ECllrJaaal .p'tltiaD

TIC
A&taptiD"'~ -. Specify triaFa ad pririn, • .....MplIIa....lllrinl
implematatiaD... fI.,.'1ri1it:1- ph·... be1aDcl afnpJatinn u Jaaal ad
em n:BC peE Ix i .",. PhaeI -laD _,b c]aapel:itiatr.
ad campeCitift • SJ»ICif1 PIli aiptite ...... !udwi
amdiUnne - ~ ifILBCe c10 DDt • .t+&\ fe1L1w1r ill..

IM8t PbaM I chee1rH1t Jaa.lJ' ,.tltm......
AaIc1reIa BSPJJBP__ - .•


