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March 30, 1998

BY HAND DELIVERY

Magalie Roman Salas

Secretary MAR 30 1998
Federal Communications Commission FEDeRy

1919 M Street, NW :Wwwww
Room 222

Washington, DC 20554

Re: Written Ex Parte Presentations -
WT Docket No. 96-162

Dear Ms. Salas:

Puerto Rico Telephone Company ("PRTC") 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,

%«2@% -

Mark F. Dever
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March 26, 1998

The Honorable Glotia Tristani
Commissioner

Federal Communications Commission
1919 M Sceect, N.W., Room 826
Washington, DC 20554

Dear Mrs. Tristani:

The purpose of this letrer is to express my npp-rédation for the opportunity of mceting with you
and your swff to present the Puerto Rico Telephone Company’s (PRTC) concemns and pending
marters with FCC,

As we expressed in our meeting, PRTC is extremely concerned about the adverse econamic
consequences to Puerto Rico that would result from the adoption by the Commission of any one
of the econometrics models currently being considered for computing the national Universal
Service funding needs. PRTC currently receives $80 million in lang-term support as well as 527
million in USP support. As of January 1, 1999, total federal Universal Service support will be
calculated for non-rural local exchange carriers, such as PRTC, using costs estimated by 2 proxy
model. Under the Hatfield and BCPM models. these payments would be reduced to $107,000
and S9 million, respectivelv. However as a result of PRTC's obligation to contribute approximatcly
$9 million to the federal fund beginning in 1999, PRTC's real net lass from the current level of
federal support will amount w S116 million under the Hatfield model and $107 million under the
BCPM model. Cleady, none of these models truly and faithfully reflect Puerto Rico’s cost

structure.  Such a drastic and disproportionate reduction in support would have severe
consequences on PRTC’s operations.

PRTC has used its federal long-term and USF support to extend telephone service throughout the
island at an affordable level. (Puerto Rico's per capita income is only one-half of the national per
capita income.) When the Government of Puerto Rico acquired PRTC from IT&T in 1974, the
service penetration rate only amounted to 24%. Since then. the company has made great strides
in extending tis network to most communites in the urban and rural areas of Puerto Rico.
Currently, our service penetration rate is stll only 76% and we continue to increase it by
approximarely 2% per year. Much remains to be done; however, the elimination of PRTC's long-

term and USF support will significantly restrict our futurc plans to continue the expansion of our
network to isolated communiries.
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The Honorable Glosia Tnstani March 26, 1998
Federal Communicatons Commission Page 2

We sincerely believe that the best solution is to treat Puerto Rico as an jnsular area under Section
254 (b) (3) of the Commumications Act of 1934, as amended, and 1o subject the island to the same
schedule for transition to a proxy model methodology that was established for rural carriers. In
paragraph 78 of its USE Fourth Ordez on Reconsideration;, the Commission delayed transition for
rural carriers “because the cost models in the record of this proceeding produced a higher margin
of exror for rural carriers”. We have seen that the models currently under consideration by the
Commission similarly produce a higher margin of error for insular carziers such as PRTC. We
respectfully urge the commission to treat Pucrto Rico as an insylar area and to place it on the same
schedule for transition to a proxy model as has been established for rural carriess.

Another concern that I expressed relates to the pendency of our Section 214 Application fo
Authority to Resell International Long-Distance Sexvice. This Application was originally filec
February 15, 1996, and has now been pending for over two years. PRTC would app:eaatc the
Commission’s prompt consideration of this Application.

We were very pleased to rective an extension of time for complying with the Commission’s rule:
on separate CMRS affiliates. As we explained, PRTC is still waiting for a responsc from the
Intemal Revenue Service regarding its Ruling Request relating to the federal tax consequences o
the company’s proposed restructuring, in part, to comply with the Commission’s CMRS affiliats
rules. We understand from our counsel that, while the Service is currently working on the Rulmg
Request, it may not be issued prior to the April 11, 1998 deadline set forth in the commission”

original exxension. Therefore, we formallv request an additional exxension of time to allow for th
Ruling to be issucd.

[ would like to close by again expressing our pleasure in meeting and discussing particularly th
matters related to Ungversal Service. | would also like to extend an invitation for you and you
staff to come 1o Puerto Rico, at your corvenience. This would provide.you a better opportunic
to familiarize yourself with the particular and unique circumstances faced by telecommunication
cardiers operating on the island. It would also afford you an opportunity to enjoy the beauty of ou
island and to experience the hospitality of our people.

With best personal regards, 1 remain

Sincerely yours,

@%ﬂo@t{mkw
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March 26, 1998

The Honorable Michael K. Powell
Commissianer

Federal Communications Commission
1919 M Street, N.W., Room 844
Washington, DC 20554

Dear Mr. Powell:

The purpose of this letter is to express my afﬁmdaﬁon for the opportunity of meeting with you
and your staff 1o present the Pucrto Rico Telephone Company’s (PRTC) concems and pending
matters with FCC.

As we expressed in our meeting, PRTC is extremely concerned about the adverse economic
consequences to Puerto Rico that would result from the adoption by the Commission of any one
of the economewrics models currently being considered for computing the national Universal
Service funding neceds. PRTC currently reecives $80 million in long-term support as well as $27
million in USP support. As of January 1, 1999, total federal Universal Service support will be
calculated for non-rural local exchange carriers, such as PRTC, using costs esdimated by & proxy
model. Under the Hatfield and BCPM modcls. these payments would be reduced to $107,000
and $9 million, respectivcly. However as a result of PRTC's obligation to conuibute approximately
$9 million to the federal fund beginning in 1999, PRTC's real net loss from the current level of
federal support will amount 0 $116 million under the Hatfield model and $107 milkion under the
BCPM model. Clearly, none of these models rruly and faithfully reflect Puerto Rico’s cost

structure.  Such a drastic and disproportionate reduction in support would have severe
consequences on PRTC's operations.

PRTC has used its federal Jong-term and USF support to cxtend telephone service throughout the
island at an affordable level. (Puerto Rico’s per capita income is only one-half of the national per
capita income.} When the Government of Puerto Rico acquired PRTC from IT&T in 1974, the
service penetration rate only amounted to 24%. Since then, the company has made great strides
in extending its network to most communities in the urban and rural areas of Puerto Rica.
" Currently, our service penemation rate is still only 76% and we continue to increase it by
approximately 29 per year. Much remains to be done; however, the elimination of PRTC's long:

term and USF support will significantly resrrict our future plans to continue the expansion of ou
network to isolated communities.
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The Honorable Michael K. Powell March 26. 1998
Federal Communications Commissian Page 2

We sincerely believe that the best solution is to weat Puerto Rico as an insular area undex Section
254 (b) (3) of the Communications Act of 1934, as amended, and 10 subject the island to the same
schedule for transition to a praxy model methodology that was established for rural carriers. In
paragraph 78 of its USF Fourth Qrder on Reconsidergtion, the Commission delayed transition for
rural capicrs “because the cost models in the record of this proceeding produced & higher margin
of exrror for rural carxiers”. We have seen that the models currently under considcration by the
Commission similarly produce a higher margin of error for insular camiers such as FRTC. We

urge the commission to treat Puerto Rico as an jnsular area and to place it on the samc
schedule for transition to a proxy model as has been established for rural carriers.

Another concern that | expressed relates to the pendency of our Section 214 Application for
Authority to Resell Intemational Lang-Distance Service. This Application was originally filed
February 15, 1996, and has now been pending for over two years. PRTC would apprediate the
Commission’s prompt consideration of this Application.

We werc very pleased to receive an extension of time for complying with the Commission’s rules
on separate CMRS affiliates. As we explained, PRTC is still waiting for a response from the
Internal Revenue Service regarding its Ruling Request relating to the federal tax consequences of
the compary's proposed restructuring, in part, to comply with the Commission's CMRS affiliate
rules. We understand from our counsel that, while the Service is currently working on the Ruling
Request, it may not be issued prior 1o the April 11, 1998 deadline set forth in the commission’s

original extensior. Therefore, we formally request an additional extension of time to allow for the
Ruling 1o be issucd.

1 would like to dlose by again expressing our pleasure in mecting and discussing particularly the
matters relared to Universal Service. T would also like to cxtend an invitation for you and your
staff to come to Puerto Rico, at your convenience. This would provide you a better opportunity
to familiarize yourself with the particular and unique circumstances faced by telecommaunications
carxicrs operating ag the island. It would also afford you an opportunity to enjoy the beauty of our
island and to experience the hospitality of our people.

With best personal regards, 1 remain

Sincerely yours,

@&mu‘xk.®;@,\mw .’
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March 26, 1998

The Honorable Susan Ness
Commissioner

Federal Communicadons Commission
1919 M Street, N.W., Room 832
Washington, DC 20554

Dear Mrs. Ness:

The purpose of this letter is to express my ai)preciaﬁon for the opportunity of mecting with you
and your staff to present the Pucrto Rico Telephone Company’s (PRTC) concems and pending
ratters with FCC.

As we expressed in our meetng, PRTC is extremely concemed about the adverse economic
consequences to Puerto Rico that would result from the adoption by the Commission of any one
of the econometrics models currently being considercd for computing the national Universal
Service funding needs. PRTC currenty recesves $80 million in long-term support as well as $27
million in USP support. As of January 1, 1999, total federal Universal Service support will be
calculated for non-rural local exchange carriers, such as PRTC, using costs estimated by a proxy
model. Under the Hatdfield and BCPM models, chese payments would be reduced 1o $107,000
and $9 million, respectively. However as a result of PRTC's obligation to contribute approximately
39 million 1o the federal fund beginning in 1999, PRTC’s real net loss from the currenc level of
federal support will amount to $116 million under the Hatfield model and $107 millian under the
BCPM model. Clearly, none of these models truly and faithfully reflect Puerto Rico’s cost
structure.  Such a drastic and disproportionate reduction in support would have severe
consequences on PRTC's operadions.

PRTC has used its federal lang-texm and USF support to extend telephone service throughout the
island ar an affordabie level. (Puerto Rico’s per capita income is only one-half of the national per
capita income.) When the Government of Puerto Rico acquired PRTC from IT&T in 1974, the
servioe penctration rate only amounted to 24%. Since then, the company has made great strides
in extending its network to most communities in the urban and rural arcas of Puerto Rico.
Currently; our service penewation rate is still only 76% and we contdnue to increase it by
appraximately 2% per year. Much remains to be done; however, the eliminadon of PRTC’s long-

term and USF support will significantly restrict our future plans to continue the expansion of our
network to isolated communities.
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The Honorable Susan Ness : March 26, 1998
Federal Communicadons Commission Page 2

We sincerely believe that the best solution is to treat Puerto Rico as an jnsular arca under Section
254 (b) (3) of the Communications Act of 1934, as amended, and to subject the isiand to the same
schedule for mansition to a proxy model mcthodology that was established for rural carriers. In
paragraph 78 of its USF Fourth Order on Reconsiderption, the Commission delayed transition for
rural camriers “because the cost models in the record of this proceeding produced a higher margin
of error for xural carriers”. We have secn that the models anrently under consideration by the
Commission similarly produce a higher margin of exxor for insular camiers such as PRTC. We
respectfully urge the commission to treat Puerto Rico as an insular area and to place it on the same
schedule for transition to a proxy model as has been established for rural carriers.

Another concem that | expressed relates to the pendency of our Sect.ibn 214 Application for
Authority o Resell International Long-Distance Sexvice. This Application was originally filed

February L5, 1996, and has now been pending for over two years. PRTC would apprecmtc the
Commission's prompt consideration of this Application.

We were very pleased to receive an extension of time for complying with the Comumission’s rules
on separate CMRS affiliates. As we explained, PRTC is still waiting for a response from the
Intemnal Revenue Service regarding its Ruling Request relating to the federal tax consequences of
the company’s proposed restructuring, in part, to comply with the Commission’s CMRS afbliate
rules. We understand from our counsel that, while the Service is currently working on the Rulmg
Request, it may not be issued prior to the April 11, 1998 deadline set forth in the commission’s

oniginal extension. Therefore, we formally request an additional extension of time to allow for the
Ruling to be issued.

I would like to close by again expressing our pleasure in meeting and discussing particularly the
martters related to Universal Service. 1 would also like to extend an invitation for you and your
~ suff to come to Puerto Rico, at your convenience. This would provideyou a better opportunity

w familiarize yourself with the pamcular and unique circumstances faced by telecommunications
carriers operating on the island. It would also afford you an oppartunity to enjoy the beauty of our
island and to experience the hospitality of our people.

With best personal regards, | remain

Sincerely yours,

Cednfoapebr
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March 26, 1998

The Honorable Harold Furchtgott-Roth
Commissioner

Federal Communications Commission

1919 M Street, N.W., Room 802

Washington, DC 20554 .

Dear Mr. Furchtgott-Roth:

The puspose 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) concems and pending
matters with FCC.

As we expressed in our meeting, PRTC is extremely concemed about the adverse economic
consequences to Puerto Rico that would result from the adoption by the Commission of any one
of the econometrics models currently being considered for computing the national Universal
Service funding needs. PRTC currendy receives $80 million in long-term support as well as $27
million in USP support. As of January 1, 1999, total federal Universal Service support will be
calculated for non-rural local exchange carriers, such as PRTC, using costs estimated by a proxy
model. Under the Harfield and BCPM models, these payments would be reduced o $107,000
and $9 million. respectively. However as a result of PRTC's obligation to contribute approximately
$9 million to the federal fund beginning in 1999, PRTC’s real net loss from the current level of
federal support will amount to $116 million under the Hatfield model and $107 million under the
BCPM model. Clearly, nonc of these models wuly and faithfully reflect Puerto Rico's cost

structure. Such a drastic and disproportionate reduction in support would have severe
consequences on PRTC’s operations.

PRTC has used its federal long-term and USF support to extend telephone service throughout the
istand at an affordablc level (Puerto Rico’s per capita income is only one-half of the national per
capita income.) When the Government of Puerto Rico acquired PRTC from IT&T in 1974, the
service penetration rate only amounted to 24%. Since then, the company has made great strides
in extending its network to most communities in the urban and nmal areas of Puerto Rico.
Currently, our service penetration rate is still only 76% and we continue to increase it by
approximately 2% per year. Much remains to be donc; however, the elimination of PRTC's long-

term and USF support will significantly restrict cur future plans 1o continue the expansion of our
network to isolated commuunides.
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The Honorable Harold Furchtgott-Roth _ March 26, 1998
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We sincerely believe that the best solution is to treat Puerto Rico as an insulay area undex Section
254 (b) (3) of the Communications Act of 1934, as amended, and to subject the island to the same
schedule for transition to a proxy model methodology that was established for rural camers. In
paragraph 78 of its USF Fourth Order on Reconsideration, the Commission delayed wansition for
zural carriers “because the cost models in the record of this proceeding produced a higher margin
of error for rural camiers”. We have seen that the models currendy under consideration by the
Commission similarly produce a higher margin of emror for insular carriers such as PRTC. We
respectfully urge the commission to treat Puerto Rico as an jnsular area and to place it on the same
schedulc for transidon to 3 proxy model as has been established for rural carriers.

Another concern that I expressed relates to the pendency of our Section 214 Application for
Authority o Resell International Long-Distance Service. This Application was originally filed
February 15, 1996, and has now been pending for over two years. PRTC would apprectate the
Commission’s prompt consideration of this Application. '

We were very pleased 10 receive an extension of time for complying with the Commission's rules
on separate CMRS affiliates. As we explained, PRTC is still waiting for a response from the
Internal Revenue Scrvice regarding its Ruling Request relating to the federal tax consequences of
the company’s proposed restructuring, in part. to comply with the Commission’s CMRS affiliate
rules. We understand from our counsel that, while the Service is currently working on the Ruling
Request, it may not be issucd prior 1o the April 11, 1998 deadline set forth in the commission's

original extension. Therefore, we formally request an additional extension of time to allow for the
Ruling to be issued.

[ would like to close by again expressing our pleasurc in meeting and discussing pardcularly the
matters related to Universal Service. 1 would also like 1o extend an invitation for you and your
stafl to come to Puerto Rico, at your convenience. This would provide'you a better opportuniry
to familianze yourself with the particular and unique circumstances faced by telecommunications
cartiers operating on the island. It would also afford you an opportunity to enjoy the beauty of our
island and to experience the hospitality of our people.

With best personal regards, I remain

Sincerely yours,

G o Bpey
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March 26, 1998

The Honorable William E. Kemnard

Chairman

Federal Communications Comunission

1919 M Street, N.W., Room. 814 L.
Washington, DC 20554

Dear Mr. Chairman:

The PUrpose Of thus Letter 1S TO eXpIedd ity appriation for the oppertunity ~f meeting with you

and your staff to present the Puerto Rico Telephone Company’s (PRTC) concerns and pending
matters with FCC.

ASs we expressed 1 our n\t:c\hlz,, LIAG 1 QarEmuUry 0onowmie s omnee o1,
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of the econometrics models anrently being considered for cor.nputmg the national Universal
Savive funding needs. PRTC currantly recvives SRO million in long-term support as well as $27
million in USP support. As of January 1, 1999, total federal Universal Service support will be

caleulated for non-rural Ineal exrhange carriers, such as PRTC, using costs estimated by a proxy
model. Under the Hatfield and BCPM models, these payments would b reduccd w 107,000

and $9 million, respectively. However as a result of PRTC's obligation to contribute approximately
S9 million to the federal fund beginning in 1999, PRTC’s real net loss from the current level of
federal support will amount to $116 million under the Hatfield model and $107 million under the
BCPM model. Clearly, none of these models truly and faithfully reflect Puerto Rico’s cost

structure.  Such a drastic and disproportionate reduction in support would have severe
consequences an PRTC's operations.

PRTC has used its federal long-term and USF support to extend telephone service throughout the
island at an affordable level. (Puerto Rico’s per capita income is only one-half of the national per
capita income.) When the Governmenr of Puerto Rico acquired PRTC from IT&T in 1974, the
service penetration rate only amounted to 24%. Since then, the company has made great strides
in extending its network to most communities in the urban and rural areas of Puerto Rico.
Currently, our service penctration rate is still only 76% and we continue o increase it by
3pproximately 2% per year. Much remains to be done; however, the elimination of PRTC's long-

term and USF support will significanty restrict our future plans to continue the expansion of our
network to isolated communitics.
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The Honorable William E. Kennard March 26, 1998
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‘We sincerely believe that the best solution is to treat Puerto Rico as an insular area under Section
254 (b) (3) of the Communications Act of 1934, as amended, and to subject the island to the same
schedule for transition to a proxy model methodology that was established for rural carriers. In
paragraph 78 of its USF Fourth Order on Reconsideration, the Commission delayed transition for
rural carriers “because the cost models in the record of this proceeding produced a higher margin
of error for rural carriers”. We have seen that the models currently under consideration by the
Commission similarly produce a higher margin of crror for insular carricrs such as PRTC. We

urge the commission to treat Puerto Rico as an insular area and to place it on the same
schedule for transition to a proxy model as has been established for tural carriexs.

Another concem that I expressed relates to the pendency of our Section 214 Application for
Authority to Resell Intemational Long-Distance Service. This Application was originally filed
February 15, 1996, and has now been pending for over two years. PRTC would apyrec:atc the
Comumission's prompt consideration of this Application.

We were very pleased to receive an extension of time for complying with the Commission’s rules
on scparate CMRS affiliates. As we explained, PRTC is still waiting for a response from the
Internal Revenue Service regarding its Ruling Request rclating to the federal tax consequences of
the company’s proposed restructuring, in part, to comply with the Commission's CMRS affiliate
rules. We understand from our counsel that, while the Service is currently working on the Ruling
Request, it may not be issued prior to the April 11, 1998 deadline set forth in the commission’s

original extension. Therefore, we formally request an additional extension of time to allow for the
Ruling to bc issued.

I would like to close by again expressing our pleasure in meeting and discussing particularly the
matters related to Universal Scrvice. 1 would also like to extend an invitation for you and your
staff to come to Puerto Rico, at your convenience. This would provide-you a better opportunity
to familiarize yourself with the particular and unique circumstances faced by telecommunications
camiers operating on the island. It would also afford you an opportunity to enjoy the beauty of our
island and to experience the hospitality of our people.

With best personal regards, 1 remain

Sincerely yours,

ety

c: Phoebe Forsythe Isales, Esq.



