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Dear Ms. Salas:

Puerto Rico Telephone Company (npRTcn) hereby gives notice
of written ex parte presentations in the above-referenced
proceeding. PRTC's presentations were made in the form of the
attached letters, mailed on March 27, 1998.

PRTC's letters were mailed to Chairman Kennard and to
Commissioners Ness, Powell, Tristani, and Furchtgott-Roth.

Two copies of each letter are submitted with herewith
pursuant to Section 1.1206(b) (1) of the Commission's Rules, 47
C.F.R. § 1.1206 (b) (1) .

Sincerely,

~~~--
Mark F. Dever
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Match 26. 1998

The Honor:able Gloria T ristani
Commissioner
Federal CommwUOltiaN Commission
1919 M Street. N.W., Rooxn 826
Washington. DC 20554

Dear Mrs. TIist.mi:

The purpose of this letter is ~o express my ap~tionfor the opportunity of meeting:with you
and your staff to present the Puerto Rico T~phone Company's (PRTC) c:onccms and pending
mat.ten with FCC.

As we ~ressed in our meeting. PRTC is ext::remely conc:emed about the adverse economic
mnsequena:s to Puerto Rico that would result from the adoption by the Commission of any one
of the econometxia models eurt'el\Uy being considered for cmnputing the national Universal
Service funding needs. PRTC C\U'J.'e1\Uy ~eeives S80 million in long-term IUpport as well as 527
million in USP supporT- k of }anuazy I, 1999, total fedena1 Universal Service suppon will be
c;uOllated for non-runliocal exchange carriers. such &5 PRTC, using costs estimated by a proxy
modd.. Under the Hat6eld and BCPM models. ~5e payments would be reduced to $107,000
and 59 million, respectively. Howcvu as a result ofPRTC's obligation to contribute approximately
$9 million to the federal fund beginning in 1999. PRTC's real net lo.s.s &om the CLI.lRI\t level of
fedenl1 suppolt will amOWlt to S116 million under the Hatfield modd and S107 million under the
BCPM model. Clearly, none of ~e models t.n1ly and faithfully Tef1ec:t PuertO Rico', cost
struCture. Such a drastic and disproportionate nduction in support would have~
consequences on PRTC's operations.

PRTC has used its federallong.tem\ and USF suppon to extend telephone SeMce throughout the
island at an affordable 1eYd. (Puerto Rico's per capita income is only one-half of the national per
capita income.) When the Govemm.ent of Pueno Rico acquired PRTC from IT&T in 1974. the
service pe1\CU8uon rate only amounted to 24%. Since then. the company luu made great strides
in extending lu ne1:WOtK to most c:om.munlties in the urban and nual aze.u of Puerto Rico.
Currently, our service penetration tatt is still only 7696 and we continue to inae~e it by
approximately 2% pe:ryear. Much rcmairu to b~ done; however. the elimination of PRTe'. long­
tem\ and USF suppon will signific.a.ntly restriCt our funtn: plans to continue the expansion of our
netwodc: to isolated communities.

{SIS a:~. ~u "..g~. {t~ ~Ic-
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The Honorable Gloria Trimni
Fedetal Communications CoIIUI\is.$i01l

March 26, 1998
Page 2

We~believe that the best solution is to nat Puerto Rico as an msul.1.r area under Section
2.54 (b) (3) of the Communications kr.of 1934. as lIJlIeI1ded.. and to subject the island to the same
schedule for transition to a. proxy model methodology that was established for roral carriers. In
puagraph 78 of its USE Fgurth Otdq on Reconsideration. the Commission delayed tranSition for
xu:r:a1 c::a.aieD ·because the cQttm~15 in the record of this proc:eeding produced a higher mugm
of e:rror for rural ca.rriets". We have seen that. the models cunently W'U'kr consideration by the
Commission siInila.rly produce a higher margin of eaor for insular caaiets such as PRTC. We
rcspectCully mge the co.nunis4ion tD tteat Puerto Rico as An insular area. and to place it on tlle sam~

schedule for tta.nsltion to a proxy model as has been established for rural canieJ:S.

Another cancem that I expressed relates to the pendency of oUr Section 214 Application £OJ
AuthOrity to !Well Inu:mational Long.Dista.nce Service. This Application was ariginaDy filed
Febnwy 15, 1996, and has :now been~ for over twO yeats. PRTC would appreciate the
Commission's prompt considettltion of this Application.

We weIe very pleased to receive an~ of time for complying with the Commission's rule:
on separate CMRS affiliaw. As. we explained. PRTC is still waiting for a response from tlu
Intemal Revenue SeIvice regarding its Rullilg Request relating to the fedeta1 tax consequences 0.

the company's proposed restn1CtUring, in part. to comply with the Commission's CMRS affiliate
rules. We undetstand from oW" counsd that. while the Service is currently worlcing on the RuUnl
Request. it may not be issued prior to the April 11, 1998 deadline set forth in the commission':
otiginal extension. Therefor~.we fonn.ally request an additional extension of time to allow for thi
Ruling to be issued.

I would like to close by again expressing our pleasw-e in meeting and discussing panicularJy thl
matters related to Universal Servi.c~. I would also like to extend an invitation for you and you
staff to come to Pueno Rico. at your convenience. nus would provide.you a better opponuni~

to~ yourself with the particular and unique circumstAnces faced by telecommunication
cm:iers operating on~ island. It would also afford you in opportw'\ity to enjoy the beauty of ou
island and to experience the hospitality of our people.

With best personal ttgards. 1 rema.in

Sincerely yours.

c9,~~\~



~Puerto R':!::o TelePhOne CcmpSfly

~a,,~ edna ~,~~
f?2l~

March 26. 1998

The Honmable Michael 1<. Powell
C<>n1JItissioner
Federal Communications Commission
1919 M Street.. N.W., Room 844
Wasbingten, DC 20554

Dear Mr. Powell:
..

The purpO&e of this letter is to express my appreciation for the opporwnity of meeting.with you
Clnd your suif to present thep~ Rico Telephone Company's (PRTC) concems and pending
matterS with FCC.

As we expressed in our meeting. PRTC is auemely concemed about the adverse economic
c:n~ to PuertO Rico that would result from the adoption by the Commission of anyone
of the economenics models c:w:rently being co~d for computing the national U~al
Service funding needs. PRTC C'\.1II'eI\dy receives S90 million in long-term support as well as $27
nlillion in USP support. .As of January 1, 1999, total federal Universal Service support will be
calculated for non-rural local c:xchange carriers. such as PRTC. using costs estimated by a proxy
model. Under the Hatfield and BCPM models. these payments would be reduced to $107,000
and $9 million. respectively. However as a result ofPRTC's obligation to contribute approximately
$9 ml1l:ion to the federal fund ~ginning in 1999. PRTC's real net loss from the c:um:nt level of
fedeIa1 supportwill amoW\t to $116 million undu the Hatfield model and. S107 million unde.r the
BCPM model. Oearly. none of these models rru1y and faithfully ttftect Puerto Rico's cost
structure. Such a drastic and disproportionate reduction in support would hav~ severe
consequences on PRTC's operations.

PRTC has used its~ long-tenn and USF suppon to extend telephone service throughout the::
island at an affotdahle level. (Puerto Rico's per capita income is only one-half of the national per
capita income.) When the Govemment of Pwno Rico 3Cquired PRTe from IT&T in 1974, the
service pcnetDtion rate only amounted to 24%. Since then, the company has made great strides
in extending its network. to most communiti6 in the urban and J:Ut'al areas of PuertO Rico.

. Currently. our seIVice penetration rate is still only 76% and we continue to inaease it by
approximatdy 2% per year_ Much remains to be done; however. the elimination of PRTe'5 long­
tenn and USF suppon will signHiantly resr:rtct our fut.ure plans to continue the expansion of oU]

network to isolated communi~s.

1515 ~~.~~. 1Z11. c:6i"~
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The Honorable Michael K. Powell
Federal Communications Commission

Man:h 26. 1998
Pa~2

We~~ that the best solution is to ttUt Puerco Rico as an insular area under &ction
254 (b) (3) of the CommurocationsAt:r.of 1934. uamended, and tosubjc:et the island to tM same
s~u1e for transition to a proxy model methodology that was csublished £or rural camers. In
pamgraph 78 of its USF Fourth Order on R.ecotyidcration. the Commission delayed transition for
naa1 c::arriers '"because the cost models in the record ofthis proceeding produtzel & higher mazgin
of etror for rur.aJ. camen-. We have seen that the mOOds cw:rently under C'OIl5idcration by the
CommJssion similarly produce a higher l1'laxgin of error for insular cauieIs such as PRTC. We
xespeetful1y urge the commission to t:reat Puma Ria> as an insular area and to place it: on the same
ScllCdulc for transition to a proxy model as bas been e$Ublished for rut8l ca.rrie.n.

Another concem that I expressed relates to the pendency of our Section 214 AppliCation for
Authority to Resd1 Intemational Long-Distance SeIVice. This App1k:ation was originally IDed
February 15, 1996, and has now been pending for over two years. PRTC would appreciate the
Commission's prompt consideration of this Application.

We werevery' pleased to receive an ext.ension of time for complying with the Commission's rules
on sepu:lte CMRS affiliateS. .As we e:lCplaUled, PRTC is still waiting for a response from the
lntemal Revenue Service regarding its Ruling Request relating to the federal taX consequenc:e& of
the company's proposed rest;tuCt.Uring. in pa.rt. to comply with the ColJUIlission'5 CMRS a1llliate
rules. We undemand from out counsel that, while the Se:Mce is cmrently worldng on the Ruling
Request. it may not be issued prior to the Aprilil. 199B deadline set forth in the commission's
original extension. Therefos:e, we formally r~quest an additional extension of tim~ to allow for the:
Ruling to be i.53ucd.

I would like to close by again expressing our pleasure in meeting and d.iscussing particularly the
m.au..us rel.ated to Universal Service .. I would also like to exte11d an invitation for you and your
staff to come to Pueno Rico, at your convenience. 1lris would provide you a better opponunity
to fa.miliArize you..aelfwith the particular and unique circumstances faced. by telecommunications
canicrs operating Ql). the island. It would also.afford you an opportunity to enjoy the beauty of our
island and to expmence the hospitality of our people.

With best personal regards, I remain

Sincerely yours,
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March 26. 1998

The Honorable Susan Ness
Ccmunissloner
Federal COIIU1\unications Commission
1919 M Street, N.W.• Room 832
Washington, DC 20554

Dear Mrs. Ness:

Th.e purpose of this 1ettel" is to express my appreciation for the opportunity of meeting with you
and your staff to present the Puc.rw Rico Telephone Company's (PRTC) concerns and~g
matterS with FCC.

As we expressed in our ~eting. PRTC is extremely concerned about the adverse economic
consequences to PuertO Rico that would result from the adoption by the Commission of anyone
of the econometrics models CUIl'ently being considered for computing the national Universal
SeIVice funding needs. PRTC cuxxendy recei-ws S80 m.ilIion in long-t.enn support as wdl as $27
million i.n USP support. As of Janwuy 1. 1999. toW fedenl Univexsal Service support will be
calculated for non-rural1ocal exchange carriers. sud"! as PRTC. using costs estimated by a proxy
model. Under the Ha.tfield and BCPM models, these payments would be redtlCed to $107,000
and $9 million. respectivdy. H~ as ar~ ofPRTCs obligation to contribute approximatdy
59 :million 'to the kderal fund beginning in 1999. PRTC's ~al net loss from the amcnt lc:vcl of
feder.l1 support will amount to S116 million under the Hatfield mo&l and $107 million under the
BCPM mod~. Clca~1y. none of these modds truly :md faithfully reflect Puerto 'Rico's cost
structure. Such a dmstic and dispropottiona~ reduction in SUPPOrt would have severe
consequences on PRTC's o~tions.

PRTC has used its fedcJ:a1long-tem\ and USF suppon. to extend telephone service throughout the
island a~ an affordable level. (Puerto Rico's per capita income is only one-half of the national per
capita income.) When the Govemment of Puerto Rico acquittd PRTC from IT&T in 1914, the
service penetration rate ortly amounted to 24%. Since then, the company has mAde great strides
in extendiX\g its network to most commu.nities in the urban and rural areas of Puerto Rit:o.
Cunently..... our~ peneuatio.n rate is still only 76% and we continue to inaease it by
approximately 2% peryear. Much remains to be done: however. the elimination ofPRTC's long­
tenn and USF suppon will significantly restrict our future pbns to continue the expansion of our
nenvotk m isolated c:omrn\lni~.

JS15 tiF~.~~. IZrJ.~
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The Honorable Susan Ness
Fcdc:tal CommunicatioI15 Commission

March 26, 1998
Page 2

We s:inco'dybelieve that the best $Olution is to treat. Pw:rto Rico as an insular Ilea 1I1'\der Section
254 (b) (3) of the Communications h:t. of 1934, as .u:nended. and to subject the island to the same
achedule for uansition to a proxy model methodology that was established for rur.al can.i.e1s. In
paragraph 78 of its USE Foutth Otder on ReC9tJSidmtion. the Commission delayed tn.:Nition for
tural caIIiexs '"because the con models in the xecord of this proceeding produced a higher m.a:rgin
of error for xu:ral canie::rs-. We have seen that the models cmrcntly under consideration by the
Commiasion sjmilarly produce a higher margin of error for insular ca.nieJ:S such as PRTe. We
respectfully utge the o:n't'l.Jtlission to treat Pueno Rico as an in.rular area and to place it on the same
scheduk for mnsition to a proxy model as has been established far mral~.

Another c:onc:em that I ~sed relates to the pendency of our Section 214 Application for
Authority to Resell lnttmational Long-Distance ScMce. This Application was orlgi:naD.y ffied
Februaxy 15, 1996. and has now been pel\qmg jim- over twO years. PRTe would appreciate the
Commission's prompt consickration of this Application. .

We were very pleas~d to receive an~ionof time for complyingwith the Conun.issiou's niles
on separate CMRS ~teS. As we explained, PRTe is still. waiting for a response froxn the
Intexnal Revenue Sexvice regarding its Ruling ~quest relating to the federal tax consequences of
the company's proposed resuue:turlng. in pan. to comply with the C0m:mi3sion's CMRS a.ffi1late
rules. We w:uietstand from our COWlSel that. while the Service is Cl1II'e1\Uy working on the RuIing
Request. it may not be issued prior to the April 11. 1998 deadline set forth in the commission's
ori.gina.l extension. Therefore, we fonnally ~quest an additional extenSion of time to allow for the
Ruling to be issued.

r would like to close by again expressing our pleasure in meeting and discussing particularly the
matters related to Univenal Service. I would also lli to extend an invitation fur you and your
staff to come to Puerto Rico. at. your convenience. This would provide·you a bc~ opportunity
to familiarizey~with the particular and unique c:i:rcumsunces faced by telecommunications
can:ie:rs operating on the island. It would also afford you an opponunity to enjoy the beauty of our
island and to expmence the hospitality of ow: people.

With best personal regards. I remain

Sincerely YOU1'$.



March 26. 1998

The Honorable Huold Furcbtgott-Roth
Commissioner
Federal Communications Commission
1919 M Street. N.W., Room 802
Washington. DC 20554

Dear Mr. F\1rchtgott-Roth:

Thep~ of this letter is to express my appreciation for the opportunity of meeting with you
and your staff to present the PuertO Rico Telephone Company's (PRTC) concerns and pending
matters with FCC.

.As we expressed in our meeting, PRTe is extremely concerned about the adverse economic
coruequences to Puerto Rico tha.t would result from the adoption by the Commission of anyone
of the econometrics models ClI.Il"e11t1y being cons~d for computing the national Universal
Service funding needs. PRTC cunently reccive3 $80 million in long-t.enn support as well as 527
million in USP support. As of January I, 1999, tor.al federal UniveI$a1 Service support will be
calculated for non-ruralloca1 c.'"<Cl:1aI'lge carrien, such as PRTC. using costs estimated by. proxy
model. UnoeI" the Hatfield a"d BCPM mooch. these payments would be reduced to S107.000
and $9 million. tes~vdy. However as a result ofPRTC's obligation to contribute approximately
S9 million to the federal fund beginning in 1999, PRTC'~ real net loss from the. Clll:R1\t level of
federal support will amount to S116 million under the Hatfield model and $107 million under the
BCPM model. Clearly. none of tllese models t.tU1y and faithfully reflect Pu~o Rico's cost
strUcture. Such a drastic and disproportionate reduction in suppon. would have: severe
consequences on PRTC's operations.

PRTC has used its~ long-tenn and USF suppon to e.uend telephone service throughout the
island a~ an aHOrdablcl~ (Pueno Rico's per capita income is only one-half of the national per
capita income.) When the Government. of P\1~ORico ac.qu.iIed PRTC from IT&T in 1974. the
s~cc penetration rate only amounted to 24%. Since then. th~ company has made great strides
in extending its network to most conununities in the urban and rural a.rea5 of Puerto Rico.
Cuncntly. our service penetration rate is still only 76% and we continue to increase it by
approximately 2% peryear. Much remaiIlS to be done: however, the elimination of PRtC's long­
term and USF support will signiflC:antly restrict our future plans t.o continue the expansion of our
network to isolattd communities.

156 ~-g).~~. f.ltA.~
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The Honorable Harold Furclugon-Roth
Fed~lCommunications Comst\i$siOl\

March 26, 1998
Page 2

We sincerelybelieve that the best. solution is to treat Puerto Rico as an insular area under Section
254 (b) (3) of the Communications AJ:t of 1934, as amended, and to subject the island to the :same
schedule £or uansition to a proxy model methodology that wa! establishoi for rural c:amcn. In
paxagtaph 78 of its USF Fourth Order on Rec9nsideration, the Commission delayed tnnSition for
rural ca.nieIs -because the cost models in the record of this proceeding produced a higher~
of error for -ruxa1 amen-. W fe have seen. that the models cum:ntly under consideration by the
Commission similarly produce a higher margin of eIIt'lr for insular c.a.nieIs such as PRTC. We.
respectfully wge~ com.mis.sion to treat Puerto Rico as an insular area and to platt it on the same
schedule for transition to a proxy model as has been established for rural carriers.

Another conc:em that 1 e:xpre5sed telate$ to the pendmcy of our Section 214 Application for
Authoriry- to Resell Inten'\ation.al Long-Distance Service. This Application was originally filed
February 15, 1996, and has now been pending for over two years. PRTC would app~d.ate the
CoIIlIIl.Usion's prompt consideration of this Application.

We were very pleued to rea:Ive an cxttnsion of time for complying with the Commission's roles
on separate CMRS affiliates. h we explained. PRTe is still waiting for a response from the
Internal Revenue Service regarding its Ruling Request. relating to the federal tax consequenccs of
the company's proposed restructuring. in pan. t.o comply With the Commission's CMRS affiliate:
rules. We understand from our counsd that, whil~ the SeC\ice is currently working on the Ruling
Request. it may not~ issued prior 1.0 the April 11. 1998 deadline set forth in the commission's
original extenSion.. Ther~ore, we foo:nally request an additional extension of time:: to allow for the
Ruling to be issued.

I would like to close by again e."<Pr~sing our pleasutc in meeting and discussing particularly the
matters related to Univetsal Service. I would also like to extend an invitation for you and your
staff to come to Puerto Rico, at your converueIll.."e. This would provide'YOu a better opporwnlty
to fam.il.iarize youxsel.fwith the particular and unique circumstances faced by telecommunications
canias operating on the Wand. Itwould al&o affO't'd you an opponunity to et'\jO'Y the beau~of our
island and to experience the hospitality of our people.

vVith best personal regards. I rema.in

Sincerely yours.

&,~J8F'~\y
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March 26, 1998

The Honomble William E. Kennard
Chairman
Federal CoIIUl'lunlcations Commission
1919 M Stttet, N.W., Roanl. 814
Washington, DC 20554

Dear Mr. Chairman:

The purpose ot tillS letter 15 W exl:J1C:~ illy <li:'i:"~"""t.AC>ftf<>.t. t:h.:, 0P~'~">Tnf ,.,,-ring-with you
and yOUl" staff to present the Pueno Rico Telephone Company's (PRTC) concerns and pending
matteI5 'With FCC.

As we ~(1 U\ QUI" n\~U1'~ 1'1,1~ ~~""":")' ..o~_~· _." ,.. _ ..w_.~_
';On3cquc:n,c:ec; to .t""uercO 1'\.1':" •H~, ""~·,nf\J,. t"-3"Q2,-" J.1V.ul .""&""- "..,Jv,. - ... , .. J.. I"""'t •• ~ -: c --w" ~.

of the econometrics m~b o.raently beiIlg considered for computing the national Unh'ttSal
SC.h·,i....t:: fw.\d.in.; nccd:l. PltTC CUJ:rI"...r,,~l)' rt"('t'~ SRO million in long-term support as well as $27
million in USP support. Ju of January 1, 1999, tow fe~ral Universal Service support will be
calculated for nOt:\-~w21 .-yrh:mec c.uriers, such as PRTe, U.~inR costs estimated by a proxy
modeL Under the Hatfield and BCPM models, these payments would be l~U.U\..~U lU t&lU7,UUU

<lnd. S9 million. ropec:tivdy. However as a result ofPRTC's obligation to contribute approximately
59 million to the federal fund beginning in 1999, PRTC's real net loss from the CUtTent level of
federal support will amoum to $116 million unda~ Hat£ield model Clnd S107 million undt.-r the
BCPM modeL Clearly, none of th~e models truly and faithfully reflect Puerto Rico's cost
structUre. Such a drastic and disproportionate reduction in support wo\lld hav~ severt
conscquen.c::es on PRTe's operations.

PRTC has used its federallong-teIm and USF suppon to extend telephone service throughout the
island a.t an affordable level (Pueno Rico's per capita. income is only one-half of the national per
capita income.) When the Gov~entofPueno Rico acquired PRTC from IT&T in 1974, the
service penetration rate only amounted to 24%. SiJ."ce then. the company has made gt"eat strides
in extending its neTWork to most communities in the uroan and rural areas of Puerto Rico.
Currently. our service penetration rate is still only 76% and ~ continue to inaea.se it by
approximately 2% perye.ar. Much remains to be done; however, the dimination of PRTC's long­
term and USF support will significantly restrict our future plans to continue the expansion of our
network to isolated commwu.tics.

fSf5 r,ifrY"J.~ rPI-. fIlA riTt..-
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The Honorable W"tlliam E. Kennard
Federal CommUllicatlons Commission

March 26, 1998
Page 2

We .sin«:tcly~that the best solution is to treat Pueno Rico as an insular area under Section
254 (b) (3) of the Communications At:J: of 1934. as amended, and to subject the island to the same
schedule for t:ran.5ition to a proxy model methodology that was established for rural car.ritn. In
pamgtaph 78 of its USE Founb Otdc:r on Rsconsid<:r!ti~the Commission delayed tr3Niuon fat
nuaI cmiers Dccause the cost models in the record of this proceeding produced a higher margin
of error for rwal c:aIriers'". Wc have seen that the models c:ummtly under consideration by the
CoIIlJIl.ission similar~ produce a higher margin of error for insular carriers such as PRTC. We
rcspcctfully~ the commission to trea.t Puerto Rim as an insular area and to place it on the same
schedule for t:Ian8ition to a proxy model as has been established for nual carriers.

Another concern that I ~res&cd matcs to the pendency of our Section 214 Application for
Authority to Resell International Long-Distance Service. nus Application was Originally filed
febnwy 15. 1996. and has now been pending for over two years. PRTC would appreciate the
COlllllli3sion's prompt consideration of this Application. .

We were very pleased to receive an extension of time for complying with the Commission's rules
on sepa.t:lte CMRS a.ffiliates. As we explained, PRTC is stiD waiting for a response from the
In~~enue~ce regatding its Ruling Request relating to the federal taX oonscquenCC3 of
the company's proposed restruet.uring, in part, to comply with the Commission's CMRS affilia.tt
rules. We underswui from our counsel that, while the Service is cu.nentlyworking on the Ruling
Request. it lIl4y not be issued prior to the Aprill I. 1998 wdline sct forth in the commission's
original enension. Therefore. we formally request an additional extension of time to allow for the
Ruling to be issued.

I would lli to close by again expressing our pleasure in meeting and discussing particularly the
ma.tters related to Universal Service. I would also like to eA"tend an inviution for you and your
staff to rome to Puerto Rico, at your convenience. TIlls would provide-you a better opportunity
to £am.il.iariz.e yourselfwith the particular and unique circumstances faced by telecommunications
camelS operating on the island. It would also afford you an opportunity to enjoy the beauty of our
island and to experience the hospiulity of our people.

With best personal regards, 1 remain

c: Phoebe Forsythe lsales. Esq.


