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. W.............. "jew rJID _vel t#...CUll 10 be drilIMtic:. 'IlIiI J."., DICUD is in line with the

..... _1Ctiaai .Drbed by Ihe LiC iltd.., in thair annual price cap IdjustlMftll. nil JewI ofcubI
ctnaibly haWs clown ."..... IfO'II'Ih, but h in no way campomllBs rheir iabiJit11D fund capical inwaamenc.,.,........kuI.,.,.., which is.~ concem of replllan and poIi&IcianJ.

".FCC it~ ro chlnpft..... way KC8SS dIarps ave cotlecred. 'I'M apncy WIllS lit .... the
IIIIthod 01coIlIIc:Iion mara renew- of the way in whiCh~ ... inc:..m:cl by the UC.. Thus. it WInU fa

F .way fiam colleeti... 1M a:eII c:hatIa paly on I UA~ lCItfi.ivc bub. n.: fCC i' supportin. the
Joinllalrd'l rweornmencIIdaP UI .... ICCCII ....collealO1' • cornbinIIion of. nlUd monchly per tine f~
IIRd • ~Ier ...... unai'iw compcIMf\J. JUI' II IICCCU dIIrpalDCla, ate co dftct:1)' rrom che Ian.
dillMCe CIIriIn, tIIoIe ...., f'ormulllld ICI:U5 darpa will sin.CIOI"d yftam lana d1scIDcc
CIIrien. And, jua -tona disI'arA carTion make I.hcir own dcciJioM today on ho- 10teeD_lhcir~,
cam ht priciftilD end u.rs. they lII.n do ....... in die fuDu'e. 'ThwI.. if lhe per line c....ends up beifta
52 per manch for IlIndMI hllcphoQe IiQlllil (I~ level) dillon,d;~carried-auld be Ib.. lG
make die choice whelhu 10 ,... tbia fee etil'Kll) to CORIIUIMrI. Dr ED some how ...... it in their lonl diJltanee
nteS.

• .....ieet'•• fill A J1ad ......... CherIe e-1tiAId Wilb IV...SeMIdwa C 2' •••L The chan. in
the WIJ Ka:II chirps In c:otlcded has palitive and nepdve conllqUenca for bach LiCI and new emf'iUlu.
!'or tba LiO, the positive ia IhIr it _iIt remove some 0(die OJ'POI'lU"ilY for~lDn 10chcny pick hilla
aid~ .IID pnerII_ aloe ¥CUI revenua thlDQlI' lone dil£ElnCe c.&IUnl. The napcive iA thar with I

......... &lAp-.iri- c.... r.he I..SCI won', enjo1. much of.d"MUI ,"".up wiIh "01liliiiiJID'l'fh....
CAPs IM.-fIrrep. 'WU1cI'" IWa, ...olrhc opparmni,y far eMIly pain,. me rap. lui .. IDeO
HUIId&IIid"...,: -we ...10~ CAP!I into CLECl'I.(~petiti .. l.ocaI Eachanp CanierI.) The
apparIIIftiI1 for C1JiCa~ .iminiJhcd by Itt..daMp. Simihuiy, tor Ian.: eli...cwriers. ..... 10

became CL50 dril ch..., "'auld flO' be 1IlpilklUl(. Far Ionldi~ Cln'ion Che MY ifIUI illhe liD of the
a&:UU ....,.. CUL nat 10 muctl ttl diAtibution. However. if lanl dilitanci earricn have ED pay • hip per
line r.. Chen Yll)l1ow end GII.IIOmIn t-ome umthnM:live. Jf a CUft"ft1 pre-sublcribod CIISIOmCtII mak.. Ii.
ED no 1at'IdiIrance calls. f.bIn chis carnlf' willlll8lU to drop chis CWilDfl'Cl'. 5incc the l'eWhua milM not."eII
cow. eM pII' line file.

• _pIaI:Ic. 'or We conti.... 10 believe ....rowth oulloak far the RIOO w1l3. to1"a~
~. Tbi. is on 1M level of ee:e-•• cUb cIlNcribai above. Ollery into lonld~ in N lMtCond ...., of
1998 CIOIIIpUi""~ SlIfti".ln the second hair of 19!it1. Wi!h ria.. a.adook. .. \hink the RICO
ha_ of Ihcn1seIves I'eC*IIIy. On the lonl disaance 11_, IIten: i' no ....Pcall." III company
spKttic. nu II also crJ,Ie for chc CLECs. Compuies thll can opII'IEe auccesaful)y ill \hi currem
envirDnmcnt, and ........... SUClCIUfuUr to MI wYic:e aperaton will be winncn.

1xarpII aa ·.Sf'WIt: we'we ..... q ".... ..... Huadt· w.......
_ mlhtf'CC·'culftllt _ • .....,".....

P,...t:lttyelitiM __.",.,., IIIIf MIGIIt 10 prtIIIItJI. ",I c""'lJ4NtiN" IIntl t:OIIIf¥,ili*"'/w"';'"
1/WIft.""".., ",.""""."""y, IU QPpoutl ffI!ollrJwin, lit. U'liNdK~ trtrN#l u41''''''''''''s~O tJIItII Ultcwtdy rJ,.,.,.,... WrtUf",t:f,,~ ~eH""""'" .., rIM 0IWe
iNIM.Juy. or" 1~/UUiI"S.S.f/'lJfIRtli,J,,,ft« ~,.,;" IJU M.mlry

Ow chnle.lI/lMill' P,..CtJlllfMl/liun iN,.0/.u.,,,..,,y IfMcjfit~IriJ wily ....
Ill'" 6IIIIC_~ ""'" ""1III'Pf'I-" 'W.r4lllH fill lit,., D/tlal __ 'i#ltlJ D/U'lll
.,.,,.,.,, "".,..Act: ""11118 til, .....,•. /easiq ~etIf."q.1IIII!In'.fetIII1J~allw''''''11ft'

.!Kiliriu. ElaN .I'N"'MI Q/aU rII,.. riwlus Q"te.S'IIfY lfA eq«Iir. lite '''''1 tJ/IU'W '

""¥C"rwl iltro IIwIouJ~'faMtl«as ",,""s.

Ow"i,uae. ill ~lI/tI'eiItIfir,•• rirhu is .u....1"ear..,. INlICtJIIHI ()/ r'II' c#nJI.~..' /rKu.,
IIIIW .,.,.,."uqtM.1urMd. III .~tlry ~·;,.,Itt U;SI;"16,rWt:. ,err/wry 11r~ 1IfIII'Iwt il~hIJ
",..~ - ,INlJiIroric tftfHftIpo#ul•

.•.1 tlaW ..., "'""'Ref is ct.llr. QI¥' ,i~ Uawt!ring "'4tIir.: SftM'';''. i"'.rs.,. tM:c:fll

cWpIltlfo~~ COlI Gltd ~Nellirint III, COSI l'tCGWI'1 slIClt '#wi' prilltU chtlr"d
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w....Pd" view 1hi_lcwt of IlX8M C:UtllO be druMIic. ThiJ lewel ofC1ICI ill ill I_ wida tM
..-enue nducdonl by me LEe indusuy in Cheir InnuaJ price~ ilCljustrMnll. nil Jewl of &:uu
~ .... dawn ..".. poWIh, bur h in f\O V4)' COfnJ'R'IIiIln their lbilk1 to fund .,..., in"....t
... tNiatlin die 1acaI ..tworb. which i•• key conccm of relillurlllld poIillciIn.L

'The FCC II~ ID ......ns_ VtJay IIlCCCSI dwpIn c:olIIcwd. The apnc)' WlnIlIO'" ehe
method ofcoIlecdaa men 1Wf1ectj". 0(&he way .. wbich CDiQi are ilRf'ftld by m. LEeI. 111... it WlnlllO

pllway fram oaIlectin.IM KCeIII charla purel)' on DIIIIp ICAlili..bu~ The fCC is MlpporUnc meJ. Board', NCOmII'IIIKIaIi ro make ICCUI' chirp colllldiOl' • combinadon fII a fI_. manslily .-Iine fee.
Ind • JmiUer "..lAJitivc cantponenr. IUII& .lCUlIs duqca lDday .. coUecred direclly Cram ah. lana
di....CIIriIn, daue ..urry fonnula&cd~ charpI trill .iII be .11IctGd tiircfy frDm Ion. cIiItInec
carrieI'J. And, juA.....dIsaiIna ..... maUlheir InW1'I dccilions lOday on how 10 1'IlCCIY« &heir .....
~ in pricin, tD end UIlft, tlle1 will do die same In m. (uaU'c. Thus. if ,he I*'1_cMrp ~ch up bei".
$2 per rnanrb f'or ...... taIapMne liMII, (a~abIe level) the lon, dlAw. carrien would be .... &D

make 1M cItcrice~ fG ,... d'li, fee dil8Cfly CO CCWU""", or ro lOme haw mask It in thldr Ian. di~1ance......
• 1IarIc ..,A,... Per LIRe a.rp Cam.... Willi. Vap SeMiti.. CeJnpotInI. n. ~han."

the ."., charps Ira co...... tw pollWve and nepliWl cCIIIIIlCfUI'DI for borh LECa IIId new CIIlJQtI.
:For tho u:c... tho politi". is &hit it will remove ....Dr rhe oppanunity tar compcrkDrJ ro chaTJ pick hi,h
end CUliID who ,101-=" rt.uea 11"011'" Ion. dilillnCC cain",. The ....ive .. thai with a
smallIr live c: ",.1..801 WOQ'[., iii much of....... ,'d&..., wilh volume powlh. Por
CAPs the now,..on. would yaile of\hC oppanunity forctlerr1 piclr.inc. chc lOp. But...
HundlllW )'CIIeIda~: ""We 1 lID tum CAP! Into CLEO,.. (Compcdriwe t.oc.I EM:huSC Cln'icrI.) ".
opponuniCJ far a..ECs ns uttdimiaiJhdd by ttilA cMnac. Simi")', for lonediiWll:C QIniors. cager ID
became C1.ECIlhis chan. weauld IIGl be lipir~anc. For lon, dimnce &:arrierti the: .~ ... ,5 .... size 0( the
KCellIIMIIUe cur. nat • rnue:b ill ditlribwiDn. However, if IonS dllr.ncc c:arrien haw= rca pay a hi'" per
line ree, Ita very low end Cl&llornaJ bacornc unattraaive. Ifa current pre-subil:ribad cu....... makes liule
to lID dilllnce ails. .... m. carrt..will WIRE to drap mill cllllOftW. since Lhe revenue miaht not '''CIt
cover tho liM r..

• ........•• ,...,..... We continue CO beliov, 1M ,row'" oudoak for the UOC» is • 35 '0,. rrOWIh
fIID. 'Thill it bued on [h. t.vel of IOillId CUb *"ribed above. encry inlO \0"1 dllllftCC tft 1M second lwar or
1*. and &:CNftpaliriwe J"CUUIIIII &lattin, in.he secoI'd haM of 1997. Wjth lIti. ourloak. we think die DOCs
have aae- ......at I.heMselvlS receMly. On [he lon, dilURC8 Ili" then! ia no '·.raup call." 111I company
.pecific. Thi. ualso m. for the CLEO. Companies mar can apIIIr8~sfulJyin &he currenr
cnviranmonr. _d .I.icion......., 10 full..". operatoR lIItill be winnctl.

.................. 0. : we· froIn '.t ............ W.......k...._. "'ca I'CC·I£IImM .....,oI..~
ho-c..,.,iritM u W~ WCW' JO prom"~ 11" ,"""';tiMl tllItlaJIIf,.,il'. s,,,,,-.i.s.
n.,.~IrMbdl, .1Ul1_",,.,.,ly, til IJppo$ftI '" jol-iIIIdM U,Ii,ftIK~",.,.,,,..,iq IIMCIIktrU, fIIftl U"CIIMl.1 tUN"'IUWf u.j",,,,,,,,,urwttI,~ ", .. ,,;dI.
1ItIIrd.". IN' • .".~"1'-6rlJfd.,t/U",.,; ttl"';', UIw MUftnJ

0",dDe. ofhei,., "ro-CtMIfpG/lifJll wrltld qf"-ing PfG""1 ..~fJk C:IJmp«i~I, wlt1 w.
Ill""',--f",,' kwl ",. slIpptufd ID ,,,.,.,,Ift.Udarn tl/t11t1 .,ie ",liD 111M. ,
MlNItU flltlkt "." Ac:r: "-PI (II """'~/., """,''' "''''"1111, tJIIti "'''''"'11II«1'''''frrJM ,...,..,ir;.,. EI«fiN"ra","'" tJ/all ,11," ri6NS1.r fffCUMtY '"~ tile -'1 fJI/11ft'

~."".,IO"IItI" rIt••.,~. tiM"ecus ,,,,,rlutlS.

Ow ~/.... in .rdMgdtue ';811I,11 ,",miQIb«_uk1M ScrIfI' <'/rIw .,k,.,../tIeinr
JIftI' .-uU "Mi" &ro.rL III '~'1Y ii,.", Q'slinf sefV;'c ',rrirury ,It. ""'~I ;s ...."",tIiM
III..Cf1#Il~.. #lui IlUrnric ,.,,,npolisl.

..•I .... 1JttII QMP "'".r is eI••,.; Dwr 'im, ltrwftrlnlr~ sIIIIIirive ;lIr.1"SfIBW aec,sl

.'PI ,../o1wtudI~ COIr tlnd 1'UItuelflrill6 ,IN ctUt ~IW''Y Judi .,prices c/,tuptI
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0., 0,.., 1M~w••/Dr"'" r:_,u lit 011' tICCU$ ,.,,,,, onIcr, GtttIItGI/fJ IMw ....
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M&1val 'n1MIi'Irf a....
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~U7(.)i ~_ 11.t..~
.a..Oc:iat:.. fiu.r:,.) ~an'..., .,., ..., all,. lAC, .-:, un

--IDMMIa~r.--._._--..--_..--_·.-·_~--_··.---_··-··_-~····~- ---..---...
• pee staff. at a meet!Ag, indica!:... S\1P7o:-t for balmc8C acc. cbAr~
refona

• Pr~ ehruat af ~.fQrDl b ~o reple.ce variab18 "i~h fixed co.e. on
rough juat:~c. Qasi..

* We believe coneaxt ol ~.f~ 4~.~.iQn posie1~ for telc.o.

_.~.-~_.__....~~._-_..._~--_. __..-.-.~.._-~...-_._-.-....-----.----.
Yesterday, .eve~al other Wall Stre.t analY8ts and I met with .
senior staff members of the Pedaral C~eations Commission
(fCC) Offtee of Plan. and Policy to discus. access charge reform.
The intenJ: of the m••t1ng was to provide some in~ut to the FCC as
to investor expectations for access charge reform. Thu., tbere
was a lot of d:i.ac::us.icn at ehe meetinSJ .a to ehe o~~.ctiv.. of
access charge reform (which all a;r.ad was to align the access
charge raee st'.Z'UCtUX'e with coses), the desirability of a flash
CUt'. or phased-in change in en. .e~uctur., and the political
problems with implementation reform. While the sta.ff
characterized 1tself as still being in a fact-finding mode, their
ce~enes indicated a p~edispositlon toward balanced reform from It.
revenue stanclpo!nt. with l'DQst of the reVenues recovered on a
fixed rather ehan vlIXiaDle as i.. . 'l'his would be highly
baneficial to the celco8 &D4 consistent with our expectations as
4iscuase4 in au: industry report ~.l.as.d en February 21 and our
Pebruary 7 Call Note. W. continue to rec01D1Dend. pl,JrcMSe ot
te~ephone stocks generally.

x~ the meeting, there was srenaral agreement by the staft that:
(1) the cents per minute charge. n.ed to be almost ent.irely
eliminated and replace4 by a flat par-moneh aeee.. charge, to be
81ther pa1d by the ant! u.ser or the long-distance company, and
(2) eh1a rebalancing ahould be accOU\Plishea on a rough justice
~is f~am the eelC08 seand,poict'..

The tone of the latter commanea was that rough justice could ~.
inte~r.teo in two wayat
(1.) i~ rat=.e re4uct1ona continue to be dictated by the pee, .; rough

........FP... .,e." e-,.
"".J~'" ,.;
c:o.
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i~.eiee mi~ht tnvolve a $1 ~il11Qn rate CU~, i.e. qariable
charges reduced by $8 ))i11:1on ot' $9 billion and replaced by $7
billion-$8 b111ion of flat-based revenue. in the first year; or
(~) a _h&r,per--$2 billion-$' bil11an net--rate cut in the first
year with no further euts required in s\lbsequent periods.

ACiciit,1onally, it was note4 that the telcCls would benefit from.
re.tructu:ing r_tes from '" variable to a per-access line basis
since bi.gh ~sage LD cu.tomers would J)acome more equa,lized. In
aumm&ry, we believe the overall tenor of 1:1'1e discussion was qui ee
positive for the telco•.

Prior to thi. m.eting, on February 24, in a speach b8fore the
Communications Commietee of the National A.soeiation of
Regulatory Utility camm1ssionera, pee Chairman Reed Hundt
outlined his cur~ent views on access charQa reform. Chairman
Hundt indicated that there should ·be a significant step-down in
usage based access rates, to be recovered a.v the talcos through
flat, per ace.... line rates. He cUd note thae the aceess line
cbarges ne.d not be similar across all line" which would be a
st.ep away from cost-based pricing. He also noted that in a
tran.ition ~o com,peeitive ma%kata, th~e may a180 be hi.torical
east. that are difficult to recover. We think this is probably
correct but we also think that overall i~.try cuts of a~ut

$1.5 billioD to $2 billion per year over a 3-5 period largely
corrects a. lot of these c!1screpanc:ia.. In swmnary, and not
surprisingly, Chairman Hundt. eommenta in h1s speech were
cOlUJ1stent with tbe views IiIxpre•••d by the Staff at yesterCiays
meeting.
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• Fcc staff. at a meeting. indicae•• i"'P;rOl"t for bal&Z1Cled ace char"
1"8fo=

• Pr~ thrust: af ~Qtartll is to rep14ce variG1. wi~h fixe4 con. on
rough juat~c. ba.~a

• We ~licv. con~ of ~.fora 4iacuaslan »osiei~ for t.1ClQ.

-~I-~-·.-·_ .._~-_.-·.__.--•._-_.._-~~----._.·-_·-··---_.-------....
Yesterday, seve~al other Wall St~••t analysts and I met with .
senior staff memDe~8 of tbe Pe4aral CammunieatiODs Commission
(fCC) Office of Plan. and 'olicy to di.cuss access charge ~eform.
Th. inten~ of the •••t111Q wu eo provide some input to the FCC as
to investor expectation. for ac:c:ess char~e refozm. Thus, there
waS a lot of d:Lacussion at the lMetin; as to ehe objective. of
acceas charge reform (whicb all ai~.ed was to align the access
charge raee structure with coses), th_ desirability o~ a flash
C\lt or phased-in change in the atZ'Uc:ture, and the political
problems with impl..-ntat1on reform. While the staff
characterized 1tself as still being 1n a fact-finding mode, their
co~ents indicated a p~eQisposieion toward balanced reform from a
revenue stanClpoint, with most of the revenues racovered on a
f1xe4 rathe% c.han vlSXi.able 'basi.. 't'his would be highly
beneficial to tbe celco8 aDd consistent with our expectations .s
~iscu.le4 in au: industry report ~.leas.d on February 21 and our
February 7 Call Hoee. We continue to recOlllftend p\J.l:cnase of
te1~hcne stocks geoer.l1y.

J:n the meeting, there was creeral agreement by the staff that:
(1) the cents per minute charg•• n••d to De almost entirely
eliminated and replace~ by a flat per-month acee•• charge, to be
ei-the%' paid by the ~ WIer or the long-distance company, and
(2) ebJ.. rebalancing should be accamplished on a rough justice
basis fram the eelcoa standpoin~.

The tone of the latter commant.8 was that rough justice could be
interpreteo in twa way. 1

(].) i~ raee re4uct:Lona cont:i.n.ue to be dictated 'by the ,ee, .~t'ough
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iuatice mi~ht tnvolve a $1 billion rate cut, i.e. variable
cbarge. reduced by $8 billion ot' $9 billion ~ replaced by $7
billion-$8 billion of flat-base4 revenue. in the first year; or
(2) a shar.P.r~-$2 billion-$' bil110n net--rate cut in the first
year with no further cuts required in subsequent periods.

AClciiei.onally, it was noted that the telccs would benefit from.
r ••tructU%ing rates from a va:1able to ~ pe~-aeces8 line ba.i.s
sinee high u.sage LD cU8tomeJ;'s ~ould ]::)ecome more equa.lize4. In
su.mmazy, we }:)elieve the overall tenor of 1:l;1e discussion wu quite
positive for the telco••

'rior to thi. m••ting, on February 24, in a speech before the
Communications Committee of the National Association of
Re;ul~tory Otility commissio~er., pce Chairman Reed Hundt
outltned his cur~ene view$ on access charge reform. Chairman
Hundt indicated that there should·be a significant step-down in
usage based access ~at.s, to be recovered ~ the telcos through
flat, per aee... line rates. He Q1d note that the aceess line
cbarges need Dot be 8~lar across all line•• which wo~14 be a
step away from cost-gased pricing. He also noted that in a
tran.ition to cam.peeitive marketa, there may also be hi.torieal
cost. that are cUfficult to recover. We think this is probably
co:rect but we also think that overall i~.t~ euts of &bout
$1.5 billion to $2 btl110n per ~ear over a 3-5 peri.od largely
corrects a lot of these cS1screpanciell. In SU1'QIl\8.ry, and not
sur,prisingly, Chairman Hundts commenta in his speech ware
co~1stent with the views expres••d Qy tbe Staff at yesterdays
meeting •...~....-....--...~.._-~------ ..-~--.--------- ..-.-..-....---..-....--....-
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• FCC staff. at a meeting, 1ndica~es .up~Q~t fc= balanced ace••• char,.
refonl

• PriJaUY thrust of J:'Qfom b to replllCe veriuJ,e wit.h fiaced co.u on
rough j~tic. basi.

• We ~liev. c~eaxt of r.f~ di.euaaion posieive for taloo.

_~QlI_~ • __••~•••_._••• ••_._.__~~ 4. ._••__•••--_._.---_.

Yesterday, .eve~al other Wall St~••t analY8ts and I met with .
senior staff membe~. of the Padaral C~ie.tiOQs Commission
(reC) Office of Plan. and Poli.cy to discuss acce.s charge reform.
The intent of the •••e1ng was eo provide some input to the FCC as
to invutor expectatiolUl for access char~ reform. 'I'hua, chere
was a lot of 4iacua.ion at the meetin; as to eh. ob~.ct1v.. of
access charge reform (which All agreed was to align the access
charge rate seructure w1th costs), the desirability o! a flash
cut or phasec!-in cbange in ehe .t~uctur8, and the political
problems wieh impl..-nta.t.1on 1"efom. While the staff
characterized itself as still being in a fact-fin4ing mode, their
co~ene$ indicated a p~.disposit1on toward balanced r.fo~ from a
revenue standpoint, with most of the reVen.ues reeoverecl on ..
fixec! rat:11er ehan vl.IXiable 'basi.. 'l"his would CQ highly
beneficial to the celco8 a=d consistent with our expectations a.
eliscussed in ouzo industry report released on r.bruaxy 21 and our
February 7 Call Note. We contin",. to recOIDDlen4 p~rchllse of
tel.ephcne stocks gMLerally.

~n the meeting, there was §eneral A§r.ament by the staff that:
(1) the cent.s per minute charge. ne.d to Pe &lmos~ ent.1l:ely
eliminated ana replaced by a flat par-month acce.s charge, to be
e1ther pa1c1 by the 4m4 uae~ or the long-diaeuu:. company, lU1Ci
(2) eb1. ::ebalanci.ng shoUld be aceOU\Plishea on a rough justice
beals fram the telce. standpeinc.

The tQne ot the latter cOllllllAZ1ea was that rough justice could ~.
interpreted in two way••
(1.) if raee re4uct1ona cone:i.nue to be dictated by the PeC, .~rough
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ju.tice might 1nvolve il $1 Dillion I:ate cue, i.e. variable
charges reduced by $8 billion or $9 billion ~ replaced by $7
bil11on-$8 billion of flat-based revenue. in the tir.t year; or
(~) a sbA%'per--$2 billion-$' billion net.--rate cut. in the fi.rst
year wi th no furcher cuts required i.n s\.lbce4\lent period.s.

Addieionally, it was noted t.hat the telcos would benefit from
re.tructuring r.tes from a variable to a per-access line baais
since high ,",sage LD cu.tome;rs would become more equalized.. 'In
sU1D1t\&%Y, we }:)elieve the ovuall tenor of ella d.iscussion was quite
positive for the telco••

Prior co thi. m••ting, on February 24, in a. speech before the
Communications Committee of the National Association of
Regulatory Otility Commissi~ers, pee Chairman Reed Hundt
outl1ned his cur~ent viewa on access charge reform. Chairman
Hundt incii.catecl that tbere should ·be a significant step-clown in
usage based access rate., ~o be recovered by the teleos through
flat, per ace... line rates. He did note thae the access line
cbarges need Dot be sUnilar across all lin•• , which would. be a
seep away from cost-based pricing. He also noted that in a
transition to compec1tive marketa, th~e may alao be hiatarical
costs that are difficult to recave:'. We think this i.s probably
correct but we alao think that overall i~.try euts of about
$1.5 billion to $2 billion per year over a 3-5 period largely
corrects a lot of these d!screpanc:i.s. In summary I and not
sur.prisingly. Chairman Hundts c:ommenta in his speech were
conal.tent with the views expres.ed bY the Staff at yesterdays
meeting•.._--_..-....-..-.-..__._-----.~----.--------- ..-._-.-•...--...-....--....-


