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

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

• LDDS WorldCom

• MFS

• UUNet

• Our perspective is not merely that of a stand-alone IXC, CLEe, 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.

• 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.'

t

• 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 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 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 u 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 u will not become competitive, because party placing the call (or the IXC) 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 LEes' 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 competitiod.

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

I

:::::) 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.
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B.

1. Subscriber Loops

I I
Baseline Rate Structure and Rate Level Changes

to Set the Stage for Local Competition

• 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.

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

• 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 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.

I

• Pending development pf 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 r: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 pe 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.)
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5. Transport Interconnection Charge

a. WorldCom's Proposal for Restructuring and (Over a Short Transition Period)
Eliminating 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 887, ~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.
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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, 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 rec~ver their investments n 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 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 risks of technological change from regulated utilities to ratepayers.
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C. Manage the Transition ~o Co~petition

by Offering Incentives to the lncumbent LECs

• Phase I -- "Potential Competition"

• Triggers: Als proposed in the Notice n 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 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 ApriUMay 1997, implementing tariffs effective 7/1/97

• 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 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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WOKLDCOM ACCESS REFORM PLAN
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c .. orWClddCam.!Dc.• cc Dac:i:It Nos. 96-262~ II.• Jmua::- 19. 1997

.A. ~CQmts Pctl'QlCCive all AGQ.g BIfaml

• Access reform should promote coD.S1Ull.rs' closely inter-related
interests ill lower lODe distance rates aDd future local competition.

Access ia fundamentally di1ferent from end user services: access is
primaDly a prpduc;t;ipp input that caniers use to create end user ser·"lces.

Today. monopoly ILEC access charps artificiaDy i'Df1ate lone distance
rates for an COD.S1UI1er5.

For st:nu:tural. reascms, -accesl competi.ticm- lilt.. is not possible in ways
that would reduce the accesl costs of stand·alOlle IXCs. Rather, n.ECs
will. face pressure em their access rates cmIy with the development of
19a1 competition. and the ability ofcompetinr caniers to supply access to
local c:u.stomers they have WOJ1 from the ILECs.

• Access reform should make use ofcompetitive pressure on access rates
where possible, recopizin~that some access rate elements are much
less subject to such pressures.

~hvges to end users: Incumbent LECs and new entrants will compete
directly for end user business, 10 charres to end users are likely to become
competitive - jflocal competition develops.

~arges to Garriers:

Special acc:ess and 4cdicated transport •• should become competitive if the
1996 Ar:.t is implemented successfully.

Ori,riPatj,ng swi'l'.cUd aceesS chams •• will remain a bottleneck for stand·
alone IXCs, aDd will Dot become competitive =tB. But will become
~ to the extent !XCs can self-supply ODematine access through
vertical intep-ation. as full·service local and lone distance camers, or
throurh special access. ..

Termipating swit.c:bId as;eess char:u - are not likely to be subject to
competition in the foreseeable future, because the party placinr the call ­
or that party's IXC - has little or no ability to influence the called party's
choice oflocal carrie%.

a.Ll.IU.LI~:ttJWilllm~ •• chaqes imposed whether or not a carrier uses
!LEC access by definition could never become competitive.
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C H'D of'WarldCaa:L.l=.• ccDIxi:ItNoI. 96-262 ~~.• Janua.o:- 19. 199":'

B. V

1. Local competition is the best way to disciplille mCUJl1bent LEes' access
rates and achieve lonc-term access reform.

In the short l'W1, the Commjssion must make rate structure reforms that
facilitate local competition, and prucriptive rate level changes targeted to
rates that will not be subject to competitive pressure. Comprehensive rate
level prevripticm.s can be avoided initially.

In the somewhat lonpr term, the Commission should use both "carrots"
and *st:ic:ks- to induce the incumbent LEOs to pmvide interconnection and
lUlblUldled network elements at reucmable rates, term', and conditions.

> nw *ram<: incumbent LECs that have fully satisfied the compe- -­
titive checklist should be allowed certain forms ofpricing flexibility.

> Ill' -ltist-: if an incumbent LEC has not fully satisfied the
checkljst by a date certain, the Commjssion should proceed with
agressively prescriptive access rate reductions.

2. No incumbent LEe revenue stream should be. paranteed or shielded
from competitio11.

A ruaranteed revenue stream would be incon,;stent"With market-based
access reform; it would eliminate competitive discipline for such r.evenues,
and thus perpetuate above cost access charps.

It would also create a formidable barrier to entry. eivin~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 legal rirht or policy
basis for ruaranteed recovery ofpast investments.

3. The Commission must be vici1ant to prevent discrimination and other
a.nti-eompetitive conduct by the incumbent LECs durin. the transition
to competition.

~ ~

Dw:iDe-the transition period, the Commission must not allow fomlS of
pricinr flexibility that would enable incumbent LECs to di...mmjnate in
favor of their affiliates or other favored customers. thus foresta1linc local
competition without brincinr overall access rates closer to cost.

Such discriminatory forms of pric:i.DC flexibility include contract tariffs.
competitive response tariffs, additional authority for volume discounts or
discounts for terms lancer than 3 years. or deregulation of Knew" services.

ii
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c ..orWarldCam.lac. • cc Docket Nos. 96-26: Gil· .1cl.W;o 19. 19;-

c. B.eCQmm,nUsl.JHalia' AcClSS Bate Structure ,pd..late Level Changes
mSet tie Stan fRt..l.gsa1 COJrietitiOR.

• Bate Structure: ..
Recover the costs of dedicated facilities throu,h Don-traflic SensltIve, flat rates:

~:.

> Eliminate the per-minute camer COD11IlonliDe ch~.

> Eljmjnate the cap em the subsaiber liDe charps for all lines, or at
least for business and additional resi.cleDtialliDes.

> Recover my zemainj,fC loop coats as flat rate from IXCs; forbear on
Sect:icm 254(&:) to pemdt IXC. to recover on. a pop-aphically
deaverapd basis.

T·ine-side port c;omponen.t oflcg.lnri~ Flat rate charce either on
end users or on. !XCs (with forbearance on. Section 254<1».

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

Tm7nipating I.Qal S,m,.bjpg - becalae termin.atine switched access rates
are least likely to become subject to competitive pressure.

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

l,jpe-SiAU'ort Component ofLocalS~ - to initialize a Dew rate
element and adjust the per-minute charce accordingly.

• Tnpsport lDtercoppectiop Cham:

EUminate the TIC immediately, or as SOOD as possible.

Take first from the TIC all access rate reducUcms due to universal service,
price caps, and end of equal acCess reconficuration amortfution; remove
SS7 costa, retail marketine costs, aDd costs ofnon-re&U!ated facilities
from the TIC.

Modify the rate structure of any residual TIC to be a flat rate charp per
presubscribed line.
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C en orWaddCaa2. me.• CC Dacbt Nos. 96-262 st II· • Jm\l&l'Y 19. 199-

D. MJpaQ tllLTnpliqOD to CompetitioD ~eripr Incentives to ILE£i

• fAlSe I.:..:Potgtial Cgmpetitign-: Incumbent LEes that are providin:
unbundled network elements under pro-competitive terms aDd conditions and at
forward-loolr::inr cost based rates, aDd that fully comply with other prerequisites
to local competition, should be permitted certain fm:ms of pricing flexibilitr:

At Phase L pmpit: POcraPhic deaverq:iD~of aD. access services; term
discounts ofno more than 3 years; st:re,m]jDed replatiol1 of truly ne~'

services (that c:amlot be substituted for exi.st:i.n~ access services).

pg not Permit: ccmtraet tariffs; competitive response tariffs; additional
authority for volume discounts or discounts for teJ:m.s lonpr thaD 3 years;
or dereculation ofservices that can be substituted for exi.stiD.r services.

Competitively neutral universal service mech,nisms should be fully
implemented and the TIC should be eljminated before Phase I measures
are allowed.

• aaa..I.t - ·Subs ,ptial..b1l.Seryi;e Competitigp": Incumbent LEes that can
show an economically substantial decree offIID.-seryice cgmpetition, measured
using the Herfindahl-Hirshman Index, should be allowed additional pric:in:
flexibility.

But the Commjssion should Dot dere~te the rate structure rules for
dominant n..ECs (especially for terminating access).

The Commission could consider subdividing Phase n into two
intermediate phues ("emeq:ing full service competition- and "substantial
full service competition"). Such distinctions could permit a more tailored
approach to further !LEe rate regulation.

• If an incumbent LEC has not fully complied with the checklist oflocal
competition prerequisites by Jan. 1. 1999, the CommissiOD should prescribe all
ofits access rates based on forward-looking economic cost.

E. Repin~O[JDatiop'Service Providers Nee/Not Pay
Interstate Carrier Agee" Chams.

IV
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TABLE 1: SUMMARYOFWORLDCOM'S PROPOSED
ACCESS CHARGE REFORM TRANSITION PI~AN

nAs.~n ON TilE TWO-I)HASED APPROACH DESCRIBED IN THE NOTICE

I'ha.e of Tri••erin, Condition• Re.ulator)l Chan,ea
eompelilive I

Developmenl
lIaseline Nqno. • DaMline rate etructure chancee.

• Proecriptive rate level challlsa for tandem awitching,

I terminatina local ewitchine, and local awitch pod
charlee.

• Eliminate the TIC (or raDidlY DhaM it out).
Phose I: • Unbundled network element prieea baeed on • GeOtJraphic deaveralinc ofcarrier acceS8 cllarlee and
"I'oltmlilll leOlralJhically deaveraled, forward.loollinl economic SLC.
Comllelition" costs .. and offered under pro-competitive lerms and • Term discounle (up to 3 yeara).

condilione. • Streamlined relulation of new services if cannot be
• Cost-baaed ratea fOl'localtranaport • termination. aubatituted for eKieting aervicea.
• Hosale ratee based on retail Ieee avoided coat. • Differential prieinl of carrier acceee eervieee for traffic
• Network elemente and servicee provieioned rapidly that originatee from or term"inates to residential,

. and effectively. einlle·line bueineaa, or multi-line buaineee euetomera.
• Hialinl parity, number portability, acceee to rilhte of

way, and open and non-di8criminatory network
standanls and protocols.

• Full implementation of competitively neutral
univereal service mechanieme and TIC eliminated.

• Crcdible and timely enforcement of pro-competitive
rulce. ,

• Gost-based and non-discriminatory non-recuninc
charlea.

Phose II: • General market conditione that the Commieeion • Volume diacounte.
"Substantial found before streamlininc AT&T's relul_tidn in 1991. • Term diecounte for any lenlt~ term.
(~OmIJ(ltition" • IIcrlindahl-"irehman Index level for the partieuJ,ar • Contract tarirra and competitive reaponee tariffe.

• local market that is at leaet ae low as that in the • Streamlined relulation of "new" eerviccethat can be
lonl-distance sel'vice markets for which AT&T's substituted for exieting eervieee.
regulation wae e~reamlined in 1991. • Elimination of MIJarate baskets, service categories, and

rate etruclure rules for trunkinK and local 8witchin•.
Absence of Potential • Conditione for Phase I notsatisliod by Jan. I, 1999. • Prescription of allaccoee charges at forward-looking
COlnlletition cconomic eoet.
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TABLE 2: AN EXAMPLE OF AN ALTERNATIVE
ACCESS CHARGE REFORM TRANSITION PLAN

USING MORE THAN 1WO PHASES

Phase of Triggerin, Conditions Regulatory Changes
Competitive i

lJevelopment
nOBelinc None. • Baseline rate 8tructure chanee8.

I • Prescriptive rate level chanle8 for tandem
8witchine. terminatinllocal 8witchinl. and local
switch port charles.

• Eliminate the TIC (or rapidly phase it out).
PhaBe .: • Full implementation of all items on competitive • Geoeraphic deaveraeine of carrier access charees
"IJotentiol checkli8t (8ee Table 1). and SLC.
Com1mti tion.. • It'ull implementation of competitively neutral • Term discounts (up to 3 years).

univer8al service mechani8ms and TIC eliminated. • Differential pricine of carrier acceu services for
• Credible and timely enforcement of pro- traffic that orieinates from or terminates to

competitive rule8. residential, 8inele-line busine88, or multi-line
• Cost-based and non-discriminatory non-recurrine busines8 cUltomer8.

. chorges.
Phase II-A: • Competitive presence test _0 availability of local • Streamlined reeulation of new services if cannot be
"~me"ging telelJhone service from facilities-based competitor8 8ubstituted for exi8tinl services.
It'ull-Service to a certain minimum percentale of both bU8ine81 • Term discounts for any lenlth term.
Competition" and residential customers throughout the relevant • Volume discountl with cost 8howin. justifying both

geolraphic area rate level of diecounted offerinl and rate
relationship to non-dilCOunted offering.

Phale 11-0: • General market conditions that the Commission • Volume discounts with Ieee justification required.
"Substantial found before Itreamlining AT&T's relulation in • Contract tariffs and competitive response tariffs.
I<'ull-Service 1991. • Streamlined regulation of "lJ8w" services that can be
Competition" • lIerfindahl·Hirshman Index level for the, substituted for exi8ting services.

I particular local market that i8 at least al low as • Elimination of separate baskets. service catellorics.
, thot in the long-distance service markets for w~ich and rate structure rules for trunking and local

AT&T's rellulation was streamlined in 1991. switching.
Absence of Potential • Conditions for Phase I not satisfied by Jan. I, • Prescl'i"tion of all access charges at forward-looking
CnmlJCtition 1999. economic cost.
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Reply COIlllDeDCS ot'WorldCom, lac.• CC Oocka Nos. 96-26~ =&1•• February 14,1997

SUMM..UY

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

k1 immediate prescription of all access rates to cost is unnecessary if the
FCC takes all necessary steps to ensure that local competition has a
reuonable chance to crow in the near future.

On. the other han.d, a market-bued approach will DOt workifILECs are
allowed ezcessive pricin.c flaibility that.could facilitate di.sc:imiDaticm, or if
their revenues are cuaranteed free ofcOmpetitive pressure.

1Dsteac1, WorldCom supports a market-based appmach that would rely
primarily on.1ocal competition. to drive oricinatiDr ac:ceu rates toward cost,
aDd would WIe acceu rebm to promote local competition·

> JWgm 1IT'tI' rate Itjruc;tme aDd C'J1'jp rate 1mla: Ezpoee most
DC accea. Hrricee to campet'itive preuure, while reduc:iDc rates mr
lIel'ViceI <LL te:miDatinc usace) that will DeVer be competitive.

> • • •. : OfFer ILECa DOIl-dilcrimi:aatary fm:ma of
pricin.c fluibility to induce them to fully implement local competit:icm;
reaerve threat ofrate preac:riptions if they-do DOt.

• The ILEes' Over-Beaching Arpments for Both Revenue Guarantees
aDd Dereplation are Mutuall,.lDcoJUlistent, aDd MUSC'Be Rejected.

Revenue cuarantees, such as ~ulkbil):in(' or depreciaticm recovery
mecben;,""., are iDcImIIisten.t with a com.petitive marketplace. Further,
there is abeolutely DO 1epl or policy warrant for such cuenntees.

Prematuze derecu1atian or ItzumUninc ofILEC &eeeas rq111etjon. would
mable the ILECa to IqUe1ch 1oc:al competition..

An eemnmnic acce.. chup~ em unb1md1ad netwark elements would
thwart local campetitian., and would doom market-baed. access refm:m.

No tzan.Iport rate It:rw:tme ar prl.c:iDc eb""pe are Dec:e8lary' DOW. But ifthe
FCC electa to rerilit this iuue, common. aDd dedicated tzan.Iport mU8t be
treated caD.liateDtly, u.mc an. accurate~ oftbe podesic
in.~ net"w:k.. (See attached diqram.)

The ILEa.m_ DOt be allowed double recovery aftbe ahared caeta afthlir
SS7 netwozb from nrticalleZ'rice a&riDp and car.rien. m.tead, adapt
-mn.an.cl.bep- mr cerrieT-t&c:aT'rier SS7 network i:a.temmnecticm .

U:alike the ILEC.' piOPOHl., WarldCom recommends pracmatic reS Ii 11'8 to
aiItiDc price cap buketl aDd eenice cateearin·

i
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WORLDCOM'S PROPOSAL FOR GRADUAL IMPTEMENTATION OF
ACCESS REFORM

Ti:aamK of Order Issues to Address Likely Besults
Adopt in ApriL'May Rate Squsture • Make, rate structure more
1997; • Eljminlte per minute CCL CDlt-buecl
ILEC tariffs effective and. recover all.ublCl'iber • ImpORl moat ofrate burden
7/U97 loop eolia throuch flat rate oneJemelltl far which

chup. campetitift preuure ill
• Establisb flat rate far line- malt1ib1y to be felt

aide 1acal1Wi1:ch po:t • A~ up-&ozI.t pNeCliptm
• Dw:inr tz'aDSitim:1. nwnr :ate ncluctiau, but mo

-- TIC u a flat rate chup acids rnauelUftDtee.
Bat4Lml • I"C'IJ"bnt, LBCa zeiain
• Set :i:airi.1 Je'N1 of .-itch nftIlUM to the eztant they

port rate baed on TELBIC m:aiD end 1D8r euatomer8
tim.. imentate .DocUiml

• ..miri·lj· ter.a:liDatiDc
lDca1lWi.tJ:binl baed on
TSLtUC

• Bem·jn:jnclacala.itcbmr
J:8ft211le1 ftCO.ezR tbzouch --

-
orilin·tiDI chmpa

• Euiest rate 1eftl fisu to -.

TIC <..... tupt UDiYezIll1
..mee, price cap
zeduet:icma)

Pb'. I Trima md Pricin,
1l.Jiibility
• (See World.Cam'. mitill

eammenta)
Adapt in FaD 1997; • Complete 4th FNPBM in • Mare~ dHI5cult
ILBC tarlfFe ahti•• p:rice cap. .....tD..........
V1J98 • Complete plaD to eHmm'ie eettinC _ D:Il0 hI'ipetitiDD

TIC
Adapt in early 1998; Specify tz:iapra &Del pricinc • J«ebM piafar 1.'.";"1•
impleID8Dtadcm bued fjaihiJity for phuu be1aDd afnpJetian u Jacal aDd
OIl ILEC pedin"ienee PhueI faI1.tIrrice titi=. «DID,.·

aDd ClQII1pet:itift • Specify PlWCLipti9. ....,. faIt'b.r
diti - JDIIU1ZZ'U ifILECe Go DDt ,,*hH. fllD..*kiD cueCO" 011. •

meet !'haM I cbeeJrtiwt __~"'Dat
Admeu ESPJISP ....

. .•
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