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Dear Ms. Salas:

Yesterday, Dorothy Attwood, Carol Mattey and Katherine Schroder, ofthe Common Carrier
Bureau had a meeting at the FCC with Scott Reiter and Dan Mitchell of the National Telephone
Cooperative Association (NTCA), Gina Harrison and Colin Sandy of the National Exchange
Carrier Association (NECA), Margot Smiley Humphrey of the National Rural Telecom
Association (NRTA), Stuart Polikoff of the Organization for the Promotion and Advancement of
Small Telecommunications Providers (OPASTCO), and Ed Kania of the United States Telecom
Association (USTA). The meeting focused on NTCA's Petition for Reconsideration and
Clarification in the above-referenced proceeding and specifically on clarification of rule 47
c.F.R. § 36.603(a), which describes the calculation of the rural portion of the national loop cost
expense adjustment. The attached documents were provided to the Commission's staff to assist
in clarifying the rule and explaining NTCA's position.

In accordance with the FCC's rules, an original and two copies of this letter are being filed with
the Secretary's office. If you have any questions, please do not hesitate to contact the
undersigned.

Sincerely,

ll;4~
Daniel Mitchell
Sf. Regulatory Counsel

Attachments

cc: Dorothy Attwood, FCC
Carol Mattey, FCC
Katherine Schroder, FCC
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Ex Parte on the Need to
Amend the Rule for

Determining the Expense
Adjustment Cap for 2002

December 6, 2001



Rebasing of High Cost Fund
• Adjust the cap on the high cost fund as if there was no

cap for the year 2000

• Also adjusted the Corporate Operations Expense cap

• All numerical analysis (RTF recommendation, Joint
Board recommendation & FCC order) assumed:

2001 Cap = (Uncapped 2000) x (1 + Rural Growth
Factor)

• However only the the 2nd half of 2001 was rebased:

2001 Actuals = 6 mo. Old Cap + 6 mo. Rebased Cap

• The Problem -- Rules say:

2002 Cap = (actual 2001 Expense Adj) x (1 + RGF)



Two Possible Remedies

1. NTCA Petition for Reconsideration:
- Annualize 2nd half of 2001

2. Start with the uncapped fund for 2000 per the RTF and
Joint Board recommendations and directly calculate
the 2002 cap by growing it for 2001 and 2002

- 2002 Cap = [(uncapped 2000) (1 + RGF2ooo)](1 + RGF2001)
..... ~

2001 Cap

* RGF = Rural Growth Factor



Cumulative Impact of One-Half Year Re-basing

Forgone from rebasing
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Need to Fix Rebasing Now

• Absent FCC action High Cost Fund
payments are going to go down for 2002
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