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I. INTRODUCTION:
WORLDCOM'S APPROACH TO ACCESS CHARGE REFORM

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

• LDDS WorldCom

• MFS

• UUNet

• Our perspective is not merely that of a 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
telecommunicatiom~provider.

• 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 woult;l 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.'

,
• We support increasing the incumbent LECs' pricing flexibility -- but the timing is crucial. The

Commission should resist calls for premature flexibility that would enable the incumbent LEes' 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 BE1WEEN
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 LECs compete with new entrants for end
user business, if local competition develops.

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

• Originating usage charges -- 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 competithre, because party placing the call (or the IXe) does
not influence the 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 charges are applied to unbundled network elements. The

(

Commission must reaffirm 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.

• 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 competitiorl.

2. No incumbent LEC revenue stream should be guaranteed or shielded frorb 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 LECs 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.,

=> But if, by a date certain, an incumbent LEC has not satisfied the checklist, the Commission should
prescriptively reduce all of its access rates to TSLRIC.

5
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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 IXCs.

• 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.

I
I

2. Local Switching

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

• Rate Level:
I

• 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.

• Price cap treatment: Place each of these elements in a separate service category.

6
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3. Transport and Special Access

• Tandem Switching: In response to the CompTel 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.,

• 'Pending development pfacceptable 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 t: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 consistently.

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' SS7 networks 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)

• "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.)

9
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5. Transport Interconnection Charge

" ~

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

1)

• 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 1/111999, using the following mechanisms:

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

1

• 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, ~IDB, and other related signalling services.

~ 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.

10
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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 recover revenues shielded from competitive pressure. By definition, local
competition would have no effect in 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 dif;ficult for new entrants, with no comparable guaranteed revenue streams,
to compete, and facilitating cross-subsidization by incumbent LECs.

; I
• Full-service competition, e~tablishinga 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.

• 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 imqose a residual subsidy fund.

• The theory that inadequate past depreciation entitles' incumbent LEes to a revenue stream insulated from
competitive pressure: is antithetical to competition; is inconsistent with price cap regulation; and would
unreasonably shift the risks of technological change from regulated utilities to ratepayers.

11
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C. Manage the Transition ~o Co~petition

by Offering Incentives to the Incumbent LECs

• Phase I -- "Potential Competition"

• Triggers: Ala 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 mOl'e
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.

12
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IV. A STAGED APPROACH TO IMPLEMENTING ACCESS CHARGE REFORM

• Access Reform Order #1: Adopt in ApriVMay 1997, implementing tariffs effective 7/1197

• Set the stage for local competition.
i

=> 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 111/98

• 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 199B, implement based on incumbent LEC performance and competitive
conditions

• Establish plan for reducing regulation as competItion 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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ATI'ACHMENT A

WORLDCOM ACCESS IlEFORM PLAN

(Summary ofcomments Sled January 29. 1997)
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SUMMARY

A. l!sId.dCmg's PtrllJKt;jve all Acce'llWmm

• Access reform should promote COllSU.1Ders' closely inter-related
interests in lower loD.~ distance rates aDd futare local competition.

&:cess is flmdam.mtaD.y different from end user serrices: access is
prima";ly a pmdu;t;ipp inp1)t that camera use to create end user sen-ices.

Today, monopoly ILEC access charps artificiaDy inflate long distance
rates for aD. consumers.

For structural reasoD.S, -access compe1iti.cm- m:t B is not possible in "ft·ays
that would reduce the access costa of stand-alane !XCs. Rather, !LEes
will face pressure on their ace"s rates only with the development of
1sg.1 s;gmpetitign. and the ability of campetine cam.ers to supply access to
local customers they have won from the ILECs.

• Access reform should make use ofcompetitiV.1I pressure OD access rates
where possible, recopiziDl'that some access rate elements are much
less subject to such pressures. --

.Qbarns to end users: lDcumbent LECs aDd Dew entrants will compete
directly for end user business, so charces to end users are likely to become
competitive - iflocal competition develops.

Charges to carriers:

Special assess and..umated trJpsport - should become competitive if the
1996 Ad. is implemented successfully.

Qriripat;ipg P"itdld aq;ess cAlmS -- will remain a bottleneck for stand­
aloDe !XCs, and will Dot become competitive )lit B. But will become
~ to the extent txCs caD self-supply originatine access through
vertical intecratioD, as full-service local and 10Dg distance carriers, or
~u~~~~~ess. _

TenpjnaMg mtcl;wl acce.ss chams - are Dot likely to be subject to
competitioD in the foreseeable future, because the party placing the call ­
or that party's !XC - has little or no ability to infl.uence the called party's
choice afl~ camer.
m.l.l.m.LW~~'=Atl= - charps imposed whether or not a carrier uses
DC access by definition could Dever become competitive.

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

In the short run, the Commjssion must make rate structure reforms that
facilitate local competition. and prescriptive rate level changes targeted to
rates that will not be subject to competitive pressure. Comprehensive rate
level prescriptions can be avoided initially.

In the somewhat lemp%' teml, the Commission should use both "carrots"
aDd -sticks" to induce the incumbent LECs to provide interconnection and
unbundled network elements at zeucmable ntes, W%mS, and conditions.

> De -C'rmt;": incumbmt LECs that have fully sat:imed the compe- ',­
titive chec:i:list should be allowed certain forms of pricing flexibility.

> DJ,e -11:ic;k": if an incumbent LEC has nat fully satisfied the
checkli5t by a date certain. the Commjssion should proceed with
anressively prescriptive access rate reductions.

2. No incumbent LEe reveDue stream should be. paraDteed or shielded
from competition.

A ruaranteed revenue stream would be inconsistennvith market-based
access reform; it would eljminate competitive disc:i.pline for such r.evenues,
aDd thus perpetuate above cost access charps.

It would also create a formidable barrier to entry. pvinr incumbent LEes
a revenue stream not available to their competitors that they could use to
cross-subsidize competitive services.

Under the 1996 Act. the incumbent LECs have no lep! right or policy
basis for ruaranteed recovery of past investments.

S. The Commission must be vicilant to prevent discrimination aDd other
anti-eompetitive conduct by the mcum.bent LECs duriDC the traDSitiOIl
to competition.

~ ~

Du:rine-the transition period. the Commission must not allow fomlS of
pricinC flexibility that would mabIe incumbent LECs to cJivrjmjnate in
favor of their aftilj aies or other favored customers, thus forestalling local
competition without brin:inc overall access rates closer to cost.

Such di."";minatory forms ofpric:inC flexibility include contract tariffs,
competitive response tariffs, additional authority for volume discounts or
discoun.ts for terms longer than S years, or d.ereculatiOIl of MneW' services.

ii



qd
Iktl!

c. J"comm,ncl.d..B&ulin, Acc,ss Bate Structure and Rate Level Changes
to Set th' Stan~ ComPetitiop.

• ,late Structwe:
Recover the costs of dedicated facilities throu,h non-traffic sensitive. flat rates:

~:.

> EJimjnate the per-minute carrier common. line charge.

> Eljmjnate the cap all the subscriber line charps for all lines. or at
least for bu.s:iDess and additicmal residential lines.

> Recover 81Iy remeininc loop costs as flat rate from IXCs; forbear on
Section 254(1) to pezmit IXCs to recover all a pocraphically
deaverapd basis.

Tripe-side port c;qmpgpCDt oflasial nri.~ Flat rate charge either on
end users or on !XCs (with forbearance on Section. 254(r» .

.~:
Initial prescriptive rate level c:hanres should be focused all elements least
subject to competitive pressure. We recommend that the Commission initially
set rates based on forward-loom: economic costs only for tne following:

Trrzpjpatjp,g Loc;al SYikbjpg - because terminating switched access rates
are least likely to become subject to competitive pressure.

~ - in response to the CompTe! v. FCC remand.

I';pe-Side..Eort ComPODCDt ofLocal Switc:bm: - to initialize a Dew rate
element and adjust the per-minute charp accordingly.

• Transport Interconnectiop Charco:

Eliminate the TIC immediately, or as soon as possible.

Take first &om the TIC all access rate reductions due to universal service.
price caps. and end of equal acCess reconnpration amortization; remove
587 costs. retail marketing costs. and costs ofnon-rerulated facilities
from the TIC.

Modify the rate structure of any residual TIC to be a flat rate charp per
presubsa:ibed line.
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D. Mlpace tJa..:rr'psitiop to Competitiop l£.QJferinc Incentives to ILEes

a&ULl:::.:J~mI~~m&·ti·~It:Incumbent LEes that are providin:
unbundled Detwork elements under pro-competitive terms and conditions and at
forward.loomc cost based rates. and that fully comply with other prerequisites
to local competition. should be permitted certain fCJm1S ofpricing flexibility:

At Phase L pmpit: POcraPhic d.eaveracinc of all access services; term
discounts of no mare than 3 yeus; streamljned reculation of truly ne'"
services (that cam10t be substituted for existinC access services).

DO not permit: ccmt:raet tariffs; competitive respODSe tariffs; additional
authority for volume discounts or discounts for terms lonp.%' than 3 years;
or dereculatiOD of .terYicu that CaD be substituted for exist:iDC semces.

Competitively neutral universal service mechanisms should be fully
implemented and the TIC should be eliminated before Phase I measures
are allowed.

• aaaJI - "Submntil1.llUl·Smic:e Cgmpttitigp.": Incumbent LEes that can
show an ec:cmomicaUy substantial decree afmn-.cyjce cgmpetitign, measured
using the HerJi:Ddahl·Hirshman Index, should be allowed additional pric:in:
flexibility.

But the Commission should not derelUlate the rate structure rules for
dominant !LEes (espec:ially for terminating access).

The Commission could consider subdividing Phase n into two
intermediate phases \,emerrinc full service competition" and "substantial
full service competitionj. Such distinctions could permit a more tailored
approach to further !LEC rate recu!ation.

• If an incumbent LEe has not fully complied with the checldist oflocal
competition prerequisites by Jan. I, 1999, the Commission should prescribe all
of its aceess rates based on forward-looking economic cost.

E. RepdD~fonpatioDSCm" providers NeecfNot Pay
!pterstate Carrier Access Charces.
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TABLE 1: SUMMARYOFWORLDCOM'SPROPOSED
ACCESS CHARGE REFORM TRANSITION PLAN

nAS"~UON TilE 1WO-I)IIASED APPROACH DESCRIBED IN THE NOTICE

I'....e of Trillerin. Conditions Relulatory Ch.n.es
Cumpetitive •
Oevelopment
Uaeeline Nqno. • Daseline rate etructure chanles.

• Prescriptive rate level chanles for tandent switc"ing.
I t.erminatini local swit.c"ing, and local switc" pOI·t

charles.
• Eliminate the TIC (or raDidly Dhase it out).

Phoee I: • tJnllundled net.work element. prices based on • GeOlraphic deaveralinl of carrier access charles and
"I)oltmtiul geolralthically deaveraled, forward-lookine 4!conomic SLC.
COllllletition" coste .. and orrered under pro·competit.ive terms and • Term diacounts (up to 3 years).

condit.ions. • Streamlined relulaUon of new services if cannot be
• (;ost·baaed rates (01' local transport Ie termination. substituted for existine services.
• Ilesalo rates based on retail less avoided cost. • DirrerenUal pricinl of carrier access services for traffic
• Network elements and services provisioned rapidly that orieinates from or t.erm'inates to residontial,

. and errectively. sinlle·line business, or multi-line business customer•.
• Ilialinl parity, number portability••cces. to rilhts of

way, and open and non·discriminatory network
standal'ds and protocols.

• "'ull implementation of competitively neutral
universal service mechanisms and TIC eliminated.

• Cl'edible and timely enforcement of pro-competitive,
niles. .

• Cost-baaed and non-discriminatory non·recurrinl
charles.

I'hose II: • General market conditions t.hat. the Commission • Volume discounts.
"Subslanlial found before streamlininl AT&T'e relulatidn in 1991. • Term discounts for any lenlt~ term.
COlllltl!lition" • IIcrlinda"I·Hirehmall Index level for the particu"'r • Contract t.ariff. and comllet.it.ive reeponse lariffe.

• local market that ie at leaet ae low ae that in t.he • Streamlined relulation of "new" servicce lhal can he
lmil-dislanco eel'vice markele for which AT&T'e suhslituted for exieling eervices.
I'egulation was ebeamlined in 1991. • ";Iimination of sellaralo haskels, eenice cat.egorice, and

rale all'ucture rules for Lrunking and lncal ewitchiltl~.

Ahsence of I'olential • Conditione for Phaee I nolsalieficd by Jan, I, 1999, • Proecrilltion of all acccee chargee al forwarel·looking
Comllelilion economic cost.
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TABLE 2: AN EXAMPLE OF AN ALTERNATIVE
ACCESS CHARGE REFORM TRANSITION PLAN

USING MORE TitAN 1WO PHASES

Phase of Triggering Conditions Regulatory Changes
Competitivc )

J)cvelopmcnt
naaclinc None. • Oaseline rate Blructure chanleB.

I • PreBcriplive ral.e level chanleB for landem
Bwilchinl. l.erminalinglocal Bwitching. and local
Bwitch porl chargeB.

• Eliminate the TIC (or rapidly phaBe il oul.).
IlhoBe I: • Full implemenlalion of all iteme on compeliUve • Geographic deaveraeine of carrier acceBe chargee
"Ilolenlial checkliBl (see Table I). and SLC.
COll1pclilion" • "'ull implementation of competitively neutral • Term dillCOunte (up lo 3 yeare).

universal Bervice mechaniems and TIC eliminated. • Differential pricine of carrier accesB services for
• Credible and timely enforcemenl of pro- lramc thal originates from or terminateB to

competilive rules. residenlial. single-line businese. or multi-line

• C08t-ba8ed and non-di8criminatory non-recurring bU8ine8e cuelomerB.
. chargeB.

Ithose II-A: • COll1petilive preBence teBt -- availability of local • Streamlined regulalion of new services if cannot be
"~me.·ginK telephone service from facililies·based compelilors Bubelituted for exislinl service8.
"'ull-Service to a cerlain minimum percentaee of both bueiness • Term dillCOuntB for any lenlth l.erm.
Competition" and residential cU8tomers throughout the relevant • Volume diacounts with coet showinl JUBtifying both

geographic area ral.e level of dillCOunl.ed offerinl and rate
relalionshiD to non-diecounted offering.

Pha8e II-n: • neneral market condition8 that lhe CommiBBion • Volume discounts with lel8juetirication required.
"Subalontiol found before streamlininl AT&T'B relulation in • Contract lariffs and competitive responee loriffs.
I~ull-Se.·vice 1991. • Slreamlined relulation of "ltew" eerviceB lhat can be
Competition" • lIerfindohl·Hirshman Index level for the, 8ub8tituted for exiBting services.

I particular local market that ie at lea8t as low a8 • Elimination of separate baskete. service cal.egorie8.
• thal in the long-di8tance service markets for w~ich and rate structure rule8 for trunking und local

AT&T's regulation was streamlined in 1991. switching.
Ab8cncc of Potentiul • Conditions for Phase I not 8ati8fied by Jan. I. • Prescription of all access chargcs at fm'word-Iuuking
Cumuctition 1999. economic C08t.
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SUMM.ARY

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

An immediate prescription of all access rates to cost is unnecessa:y if the
FCC takes all necessary steps to ensure that local competition bas a
reasonable chance to ITOW in the near future.

On tbe other hand, a market-based approach will DOt work ifnECs are
allowed nculive priciDc flezibility that;cou1cl fact1itate discrim;na:tian, or if
their revenues are ruarm-d' free ofcOmpet:itift pressure.

Instead. WorldCom supports a market-bued approach that would rely
prjma~on local competition to drive oriIinat:iDc acceu rates toward cost,
and would use access zefarm to promote local c:ompetit:iDn.:

> hfinm",.., rate Itil'11etun 'nd S'Tt.eiD rata 1mlI: E1::pose most
]LEC accesl eervicea to competitive pftUm'e, while reduciDc rates itt
eervicea CLL, termiDatiDc usap) that will DeVer be competitive.

>. ..: OfFer DC. DaJ1-eliac:rimiDatary forma of
PriciDc 11a:ibility to induce them to fully impJement local c:am.petitkm;
ftMIrge tmut ofrate pruc:riptiaDs if tbey-do Dat.

• The !LEOs' Over-ReachiDl Arcuments for Both Revenue Guarantees
aDd Derel'Ulatiol1 are Mutually lD.ccmaiste11t, aDd MusC"Be Rejected.

Revenue ruarantees, auc:h u -oulk mum&", or depreciation recovery
meehanipnl, are izu:oDsiatent with a competitive marketplace. Further,
there is abaolute1y DO 1epl or policy W8%1'8nt far such cua:anteel.

Premature dererWat:ion or Itre'mlininr ofILEC ac:cell reculatian woUld
en·ble the DCa to aque1ch 1Dcal c:ampet:ition.

.An unee:nnomic .c:ce.. c:harp~ em u:alnmd1ed Detwark e1emeutJI would
thwart kal eompet3t ion, and would dDam marbt-baMc1acceal1i!b:m.

No t:raDspart rate mw:tuze or prlciDc cb.npe are DeCeIal'Y DOW. But ifthe
FCC e1ecta to reviait tbia iuue, cnmmcm and dedicated t:raDspart must be
treated~, u.mc maccurate\1D~ofthe podesic
in~netwazk. (See attached diqram..) ,

The DC. m'" DDt be allowed. double ncover:Y ofthe ahareci cam oftheir
SS7 JJeiWa:rb £ram ftriical eenice o&zmp azul cam... In.....1i, adapt
-mn-lIDd-bep- far C"T'rier-tc- .rrier SS7 network mtemmnc;,m .

thWke the lLECa' pzopoula, WarldCam ftCOmmeDda pzqmatic reS 'I Iii' to
emtiDrprice cap bubta and eerrice cateearia.
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WORLDCOM'S PROPOSAL FOR GRADUAL IMPlEMENTATION OF
ACCESS REFORM

TimiDl: of Order Is.ue. to Address Likely Ranks
Adopt in AprillMay Rat. StrUsture • Makes rate ItZ'UCtUre more
1997; • E1imin1te per minute CCL coat·buecl
!LEC tariffs effective and. rec:cwer all.ublCdber • lmpous moat of rate burden
711197 loop coati throuch flat rate em..meta far which

ch.ups ~preuureia

• Eatabliah flat rate far Jme. --1ib17 to be felt
Iide 1acal switch port • Awidl up-frollt ptw:tiptite

• Dm:inc tnnsiticm, rawtel' ftt8 zacbJctiau, but Uo
,-- TIC u a flat rate charp aaid.I rnaae cuarutee.

htl1.tD1 • Tmmmftent LECa retain
• Set iJ:Iitj.,1eft1 ofnitch lWftIl1IM to the utent they

port rate buecl em TELIlIC l'8taiD. cd UMr CUItOmers
times iz1tentate .Doc:a1:icm

• Be-i1:dH-H• tnzpm-Hnc
1ocI1lwitcb;nc buecl an
TSLRIC

• JIam.mmC1oc:ala.ila hine

NftJ1UtI8 neo,erecl thzaach -- -
ari••t:inc chupa

• E••-at rate Jeft1m- to -.

TIC <...., tarpt UDiftrul
..mee, price cap
zoeciw:t:iDDa)

Ph" I Triggm apd 'Primp,
EJpibjlity
• (See WarlaCam', miti-'

"'NDmmtl)
Adapt in. Fall 199?; • Complete 4th !'NP1Wm • Mare aal.7tiaJl1 dit&ca1t
JLBC tariffs .hti•• pzice cap' ---=- tD onmp'Jete ...
1I1J98 • Complete plan tD -HmiDate ....Cllr1oc:alcam.petitiaD

TIC
.Adapt m"1998; • Spcify triIPn aDd priciDc • ..",-\ p1aD far lMreni::C
implemCltatioa baed flmmlity far pbuu be,mul ofnpletiaa u local aDd
OIl II.:EC )leta"lin... PhueI fall·u::z:niaI ... flllpetitiml
aDd c:ampet.it:ift • Specify Pl'UCiipti•• ....... faIthC
ccmditinnl - =-SUftl ifILECI dD JIat "'b'th~iDcue•

meet Phue I cbeelrHat laaIl c mp'dtia'" DDt
Addnu ESPJISP...
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