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From: Johney H Royer

To: Commissioner Adelstein

Date: Tue, Feb 4, 2003 4 34 PM
Subject: Comments to the Commussioner

Johney H Royer (Jjohney_royer@yahoo com) writes

* Promote real CLEC COMPETITION

* Protect Line Sharing

* Keep CLEC ACCESS to Remote Terminals
* DECIDE DSL/Data = to Voice Thank you

Server protocol. HTTP/1 1
Remote host 12 227 129 203
Remote IP address. 12 227 129 203
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Access(he

February 5%, 2003

Dear Commussioner Jonathan Adelstein
1 ask your support for the continued availability of the “UNE-Platform,”

My company, Access One, offers local telephone service in select SBC territories. The company has
achieved increasing success largely because 1t utilizes the combination of “unbundled network clements” —
the UNE-Platform - to serve customers It 1s absolutely critical that we have continued access to the UNE-
Platform to reman competitive

Unfortunately, the Regional Bell Operating Companies have launched a full-scale attack on the UNE-
Platform, realizing 1t 18 a major threat to their continued market dommance Their strategy is to impose
certain restrictions on individual network elements that would destroy the competitive value of the UNE-
Platform If the RBOCs succeed, 1t will all but end any chance for consumers to enjoy the benefits of
meanngful competition 1n local phone service.

Please oppose any effort at the Federal Communications Comnusston or at state agencies to linut the
availability of the UNE-Platform The UNE-Platform should be firmly and permanently established as a
viable service option for competitive telecom carriers

Thank you very much for your time and attention to this important matter.

Sincerely,

Jon Handler
Account Executive
Access One Incorporated
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ron Jonkias - SAVE THE UNE PLATFCRM

From: Karalyn Shima

To: Commissioner Adelstein
Date: Wed, Feb 5, 2003 4 45 PM
Subject: SAVE THE UNE-PLATFORM

Good afternoon,
| appreciate your time and attention to the very important attached letter
Regards,

Karalyn Shima

Marketing Representative
Access One, Inc

P 312 441 1000 x936

F 312 441 1010

www AccessOnelnc com
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Alccess,

February 5%, 2003

Dear Commissioner Jonathan Adelstesn,
I ask your support for the continued availability of the “UNE-Platform.”

My company, Access One, offers local telephone service 1 select SBC territories. The company has
achieved increasing success largely because it utilizes the combination of “unbundled network elements” —
the UNE-Platform - to serve customers It 15 absolutely critical that we have continued access to the UNE-
Platform to remain competitive

Unfortunately, the Regional Bell Operating Companies have launched a full-scale attack on the UNE-
Platform, realizing 1t 1s a major threat to their continued market domnance. Therr strategy 1s to impose
certan restrictions on individual network elements that would destroy the competitive value of the UNE-
Platform If the RBOCs succeed, it will all but end any chance for consumers to enjoy the benefits of
meanngful competition in local phone service,

Please oppose any effort at the Federal Communications Commnussion or at state agencies to hmit the
availability of the UNE-Platform  I'he UNE-Platform should be firmly and permanently established as a
viable service option for competitive telecom carriers

Thank you very much for your time and attention to this important matter

Sincerely,

Karalyn Shima
Marketing Representative
Access One Incorporated
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From: Karen Aarcns

To: Commissioner Adelstein

Date: Wed, Feb 5, 2003 544 PM
Subject: Une Platform - citizen comment
KAREN AARONS

TELEQUEST SOLUTIONS, INC
Voice & Data Specialists
(914)-271-2929 x116
(914)-271-5858 (fax)
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February 5, 2003

Dear Commussioner Adelstein,

I am disappointed in the current movement to stifle compeitition in this local telephone company
market.

I ask your support for the continued availability of the “UNE-Platform.”

My company, Telequest Solutions, Inc, offers local telephone service in the New York , New
Jersey, Connecticut . The company has achieved increasing success largely because it utilizes the
combination of “unbundled network elements” — the UNE-Platform - to serve customers. It is
absolutely critical that we have continued access to the UNE-Platform to remain competitive.

Unfortunately, the Regional Bell Operating Companies have launched a full-scale attack on the
UNE-Platform, realizing it is a major threat to their continued market dominance. Their strategy
is to impose certain restrictions on individual network elements that would destroy the
competitive value of the UNE-Platform. If the RBOCs succeed, it will all but end any chance for
consumers to enjoy the benefits of meaningful competition in local phone service.

Please oppose any effort that will limit the availability of the UNE-Platform. The UNE-Platform
should be firmly and permanently established as a viable service option for competitive telecom
carriers

Thank you very much for your time and attention to this important matter.

Sincerely,

Karen Aarons

President

Telequest Solutions

One Baltic Place
Croton-on-Hudson, NY 10520
888-422-7667 x116
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From: Kaut, David P.

To: Commisstioner Adelstein
Date: Thu, Feb 6, 2003 9 18 AM
Subject: une update?

COMMISSIONER -- If there's any update you care to note, give me a holler.
We're restarting our normal Washington Telecom & Media Insider tomorrow For
the record, we don't advocate any position Good luck -- DAVID 778-4341

> <<lUNE Review 205 pdf>> <<Bell line-count attachment 205.pdf>>
>

> Dawvid Kaut

> Associate Analyst

> Legg Mason Telecom Research

> (ph) 202/778-4341

> (fax) 202/778-1976

>
>

IMPORTANT The security of electronic mail sent through the Internet
Is not guaranteed. Legg Mason therefore recommends that you do not
send confidential Information to us via electronic mail, including social
security numbers, account numbers, and personal identification numbers

Delivery, and timely delivery, of electronic mail 1s also not

guaranteed Legg Mason therefore recommends that you do not send time-sensitive
or action-onented messages to us via electronic mail, including

authorization to "buy” or "sell" a security or instructions to conduct any

other financial transaction Such requests, orders or instructions will

not be processed untif Legg Mason can confirm your instructions or

obtan appropriate wntten documentation where necessary



_Sharen Jeniuns - UNE Rewviow 205 pdf

LEGG UNE Trienmial Review Nothing 1sOver Until Three Say It's
MASON E&%=]

February 5,2003

Blarr Levin blevin@leggmason com (202)778-1595
Dansei Zito deziteRieggmason com {410)454-4333
Michast | Ralhoff, GFA mbalhofiflsggmason com (410)454-4842
Dawid Kaut dpkaut@leggmason com (202)778-4341

*  Webeligve the FCC islikely soon to provide the Bells with aroad map tosubstantial wholesale
phone regulation relief atthe expense of AT &T,WorldCom and other UNE-P providers, though it
may not happen as quickly assome expect as the process plays out inthe states and courts.

*  Some facilities-based CLECs could score modest gains, Inour view, Including through improved
Beli provisioning and greater access tohigh-capacity lines atdiscounted prices.

*  Webelieve the Bells will receive important incentives todeploy fiber further out from their central
offices and expand broadband services, though we doubt the FCC will eliminate line sharing,
which would be good news for COVD.

* Woa stress that the situation remains fluid and that many ofthe issues are Interrelated,
complicating compromise efforts -and specific predictions -because changes inone area can
affect apparent agreements inanother.

* Given the complexities, the FCC may vote on an order and issue asummary ofthe decision by
Feb. 20, without revealing key details untl) the full text isreleased Inthe following weeks.

I.INTRODUCTION

It's not often inthss job that one takes inspiration from the John Belushi character of Bluto in"Ammal House "

But inheanng the reports ofsome that the Federal Commumications Commission's decision-making process in
the Unbundled Network Element (UNE) Tnenmal Review isbasicaily over as apractical matter, we couldn't

help but think of Blute's immortal comment that "nothing 1sover untl we say it'sover " Inthis case, we think it's

not over unl three say its over We mean thisintwo ways First, the FCC must find three commissioners  who
agree on the details ofthe plan This will obviously happen atsome point, butas yet, there's no majority ona

host ofcntical 1Issues Second, there are three layers ofgovernment that will make the rules from here on out

the FCC, the states, and the courts Until they have each completed their reviews, there isnot certainty asto

the new architecture oftelecom competiion Details andprocess do matter, particularly inthis proceeding

This 1snottosay that we cannot project who the basic winners and losers will be Atthe 30,000-foot level

relative tothe current rules, we believe the Bells and some mid-sized incumbent local exchange carriers
{ILECs) willwin, the interexchange camers (IXCs) and UNE-P-based local competitors (CLECs) willlose, and
facilities-based CLECs wil have some modest wins and losses, depending ontheir particular market strategy
This basic direction, aswe have noted, has been apparent since the beginning ofthe proceeding and we
believe the market has tosome extent ncorporated thatunderstanding However, inour view, the UNE
decisions are mportant notjustforwho wins and loses but for how and when the costs and benefits tothe
parties are realized and forhow new opporturities and threats forthe industry are created

More specifically, ourbottom-line projections reman inline with what we wrote inour December piece, the
"Current State ofPlay of UNE-P" that the Bells are likely togain significant relief inscaling back the use of
unbundied switching atcurrent discounts -effectively raising the wholesale price forthe UNE platform {UNE-P)
-though we also thunk the relief might not be as quick orclean as others believe From acapital-markets
perspective, we think the proceeding should be evaluated by itsimpact onthe consumer and small business
voice markets, large business markets, and broadband markets

*As tothe residentizl and small-business voice markets, our understanding 1sthe initial draft ofthe decision
would quickly elminate the current UNE-P regime and provide the states atightly prescribed role We believe
push-back from some commissioners will result inthe transition being longer and the state role greater than
contemplated bythedraft Nonetheless, we think inthe end thatUNE-P, atitscurrent prices, ikely willbe
phased outinmany markets We also do notbelieve thatthe Commission will create aregulatory regime that
willenable aviable mass-market UNE-L (loop) strategy, where new entrants provide their own switching but
stilllease out Bell loops As aresult, AT &T(T), WorldCom (WCOEQ, MCWEQ) and other UNE-P providers will

All relevant disclosures appear onthe lastpage(s) ofthis report Page 1
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face adifficult future inthe consumer and small-business market, and the Bells, by having abetter all-distance
bundle, are likely tobe dominant, particularly inresidential wired telephony, mourview We are nevertheless
skeptical thatthe looming UNE-P changes will significantly spur Bell investment innew facilities

*Astothe large business markets, ourunderstanding 1sthe draft item would, among other things, facilitate the
ability ofthe IXCs and CLECs tosubstitute use ofdiscounted UNEs forspecial-access services This potential
change wouid be apositive for AT&T, WorldCom and the CLECs, and anegative forthe Bells However, we
think this part ofthe draft 1siikely tobe substantially changed inaway that will lessen the potential benefits to
AT &Tand WorldCom aswell asthe potential costs tothe Bells while preserving benefits for faciities-based
CLECs inurban business markets The benefils tosome CLECs could also be dimimished, and gains tothe
Bells and other CLECs could beincreased byproposed changes thatwould lead tothe elimination of
inter-office transport asaUNE insome, largely business, markets

*As tothe broadband market (which 1sasubset ofboth the consumer and business markets), we beleve the
draft tem would significantly improve the Bells' regulatory position when they deploy fiber intheir networks.
While there 1sstilldebate about the details ofthe proposal, we think the Bells will gain much ofthe relief they
seek, which should help encourage Bell nvestment

We empha size the flid nature ofthe debate and need fortrade-offs asthe Commission closes inona
decision The status ofthe UNE proceeding 1sdiscussed inmore detail below

ILTIMING

FCC commissioners considering draft.

The UNE proposal, drafted bythe staffofthe FCC's Wireline Competiton Bureau atthe direction ofthe
chaiman, 15now with the other commissicners The commissioners’ offices have been studying the document,
which weighs inatabout 400 pages, and are now providing nput

Decision targeted forFeb. 12 meeting.

The chairman 1spushing the other commissioners tovote onthe issue atthe monthly FCC meeting scheduled
forFebruary 13 The Commission Istorelease itsplanned meeting agenda late intheday onFeb & Althis
time, we believe ithkely that the Commission will vote enthe 1ssue by the Feb 13 meeting orby Feb 20, when
arelated court stay expires, though the chance ofslippage snottnwal

Details ofdecision might not beknown right away.

There 1sasignificant possibility that the Commission will vote onan order and issue apress release byFeb 20
without releasing the fulltext ofthe item forsome time Insuch anevent, itcould be that entical details affecting
the iming and extent ofthe UNE-P phase-out, the role ofthe states, and other 1ssues will not be known until

the fulltext 1sreleased, possibly several weeks later

{ILKEY ISSUES TOWATCH

A The Consumer and Small Business Volce Market (UNE-P).

While we believe there isaconsensus atthe Commission that UNE-P should be scaled back, there s
disagreement over how itshould bedone Among the issues the Commission must address are the following

Economic Impairment: Market definition and standard.

The starting point ofthe FCC's inquiry istodetermine where lack ofunbundied access toan ILEC network
element would mmpair acompetitor One key debate 1sbetween those who believe there iswvirtually no locat
market where the lack ofunbundled access toaniLEC switch would economically impair acompetitor, and
those who don't (Unbundled access gives CLECs the ability iolease out ILEC elements under the FCC's
"TELRIC" methodology, which bases costs onthe forward-looking costs of an efficient network, notthe
generally much higher historical costs ofexisting networks ) We believe the Commussion will eventually find
that there are some markets where economic imparment exists, atleast presumptively, and the question 1s
where todraw the ne(s}

We note, however, adoption ofasub-national framework would notnecessanly constiiute much ofawvictory for
IXCs and CLECs We beheve the Bell strategy involves opening the door for greater slate discretion and
continuation of UNE-P inmore rural areas, where there are fewer lines and less incentive for UNE-P
competition Forexample, while the draft item apparently looks ateconomic impairment on anational basis,
one alternative that has been discussed would presumptively ehminate unbundled swatching (and thus the
current UNE-P pncing regime) formarkets served by central offices with more tha n25,000 hnes, keep

All relevant disclosures appear onthelastpage(s) ofthis report Page 2

)



- UNE Review 205 pdf T2l

unbundled switching formarkets served by central offices with less than 5,000 hines, and give the states amore
significant role inthe impairment analysis forthose markets served by central offices with between 5,000 and
25,000 lines Ifthatwere the decision, unbundled switching/UNE-P  would basically be eliminated for60% of
Bell Ines {1 e , the urban and major suburban areas), maintained for8% oflines (rural areas), and be subject to
state reviews forabout 32% oflines (small-town and outer suburban areas) So, the key issues, fsuch a
framework i1sadopted, arewhere the FCC draws the upper and lower hmits affecting the residential markets
and the guidance itgives the states about evaluating impairment inthe gray area inthe middle What are the
standards? Are they binding? Who shouiders the burden of proof?

We note that there are anumber ofrural areas where, due tothe low retail rates and the higher costs ofdoing
business, UNE-P isanuneconomic platform even under current regulations Further, there are markets,
generally business disiricts, where the ability toaggregate hnes significantly reduces the bamers to UNE-L
competiion We hear that one framework being discussed would ufilize current zone-density defintions, with
the phase-out ofunbundied switching being faster inthe tugher density zones. {Even inits 1999 order, the FCC
created anunbundled swidching carveout forlLECs inthe "Zone Density 1"-major business distncts -ofthe
top 50 metropohtan areas under cartan condibons ) There are alsc factors, such as whether the switch 1s
connecting toan analog ordigial loop, which the Commission could use toprovide amora granular analysis
demanded bytheD C Circutt Inshort, aframework based onsuch factors 18 neither good nor bad forany
ndustry segment, hishow the framework 1sfilled inthat matters

Another proposal comes from Qwest (Q), which suggests eimmating upbundled switching inayear orless
where there are three CLECs with switches inaLATA (local access transport area), which would give Qwest
near-term rehefin19ofits27 LATAs The proposal was talored toprovide amore granular analysis that could
help sustain itlegally, aswell astoattract state regulators’ support While the Qwest framework attracted alot
of attention, itdoes not appear toustohave gathered much momentum, atleast asproposed We note that
under the detais ofthe Qwest plan, the market impact would be roughly the same as aproposal tosimply
eliminate nationally UNE-P inayear inallbut the most rural areas

We don't believe there are three votes yetfor any particular plan, butwe believe the FCC shkely totarget

UNE-P forelimination relatively quickly inbusiness and urban markets while keeping itforrural markets, with
the tirming and process forsuburban residental markets stilupforgrabs We note that the Commission may
notmake aformal businessfresidential  spit, but that the ine-drawing  exercise foreconomic impairment, aswell
asthe performance standards for"hot cuts” (see below), could create ade facto business/residential  distinction
nwhich business UNE-P isgenerally phased outfaster than residential UNE-P Inany event, this ine-drawing
exercise 1sakey issue that will determine where and how the phase-out of UNE-P abits current prices

proceeds

Operational Impairment: Hot-cut metrics and remedies.

Asecond keyissue 1swhat changes the Commission requires inthe hot-cut process bywhich acustomer's ine
istransferred from aBell/ILEC switch toaCLEC switch We don't believe the draft would matenally change the
rules, but we believe there isCommussion sympathy fordeing more tohelp local competitors transition
customer stotheir own switch This raises two 1ssues First, what are the necessary hot-cut metncs that would
enable aviable UNE-L business modei? The industry parties are farapart on this 1ssue and we do not yet

sense aconsensus exists atthe Commission onthese detals Webelieve those details are critical towhether
the largest UNE-P competitors -AT &Tand WorldCom -can successfully compete using thewr own switches,
given their ability and need togenerate mass volumes oforders

Just as significant, inour view, iIswhat remedy the Commission imposes foran ILEC failure tomeet
performance standards onhotcuts We note there 1saseparate proceeding onILEC wholesale performance
metncs that the FCC plans toconciude later this year, but the UNE proceeding 1salso expected toaddress this
I55ue Insome way We have heard that the draft may call for are-imposition of UNE-P ifthe metncs aren't
achieved Others have argued thatimprovements inthe hot-cut process ought tobe apre-condition for
eliminating switching from the UNE list Ifthe Commission adopts the view that hot-cut improvements  must
precede the UNE-P phase-out, the process fordetermining what )/mprovements are necessary and when they
have been achieved will have amajor impact on how quickly unbundied switching and current UNE-P 15
phased outand how well AT & T and WorldCom, among others, can compete inthe residential phone market

This 1ssue affects both the timing ofthe UNE-P phase-out aswell as the likelihood ofany UNE-L strategy

While the parties dispute what hot-cut changes would Justify mass-market UNE-L efforts by AT &T, WorldCom
and others ,we doubt the changes uiimately adopted bythe Commission will be sufficient fomake such a
strateqy arealistic business propostion We also believe thatthe market assigns little, ifany, value tothe

All relevant disclosures appear on the lastpage(s) ofthis report Page 3
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possibility that AT &TorWorldCom could compete widely onalUNE-L basis (largely because there isno
economically efficient, scaleable process by which todosoatpresent) lfwe are wrong about our prediction as
tothe policy, however, and ifthe FCC does prowide aglide path bywhich camers are able tomake UNE-L a
viable option, the decision would be more positive forthe IXCs and more negative forthe Bells than we, and

the market, currently believe ishkely Ifwe are nght, however, we think AT &Tand WorldCom will have difficulty
surviving against the Bell all-distance bundles inthe consumer market As noted inour December report, we
think the possibiity ofan AT & Twithdrawal from the local residential marketl 1sawild card for how the

post-FCC, UNE-P process plays out Inthose markets where TELRIC-based switching iseliminated, tmay be
that twill be inthe interest ofsome Beils and UNE-P prowiders toagree onacompromise (higher) wholesale
price that keeps the competitors onthe Bell network, butthatremains tobe seen Inaddition, while there are
econormic Incentives for AT &Ttostay inthe residential long-distance market and milk itsstil-large, albeit
eroding, customer base foras long asitcan, there also are pohtical and antitrust reasons why itmay make

wish tomake some public announcements astoabroader retreat from the consumer market

State role and preemption.

Another key question the FCC sgrappling with iswhat role the states will have m UNE-F policies going

forward Ourunderstanding 1sthat the draft would largely imit the state role tofact finding, state regulators
would prowvide iittle, ifany, judgment astowhat constitutes the imparment needed tokeep network elements
onthe unbundling list We expect the states togain alarger role through the Commission deliberations, buta
cntical question 15the extent towhich, under the FCC guidelines, astate can put offthe eimination ofswitc hing
from the UNE-P platform Afurther issue 1Iswhether astate can respond toFCC elimmnation ofunbundied
switching by maintaining the requirement inthat state under its own authonty  While this involves acomplicated
legal analysis, the Commission, ifitsochooses (and we understand the draft goes inthis direction), can make
itlegally difficult forthe states toretain unbundlied switching

As apractical matter, the key fact forinvestors towatch 1sthe extent towhich the FCC exphicitly hmits state
regulators' discrelion tomake their own pelicy determinations astothe mpairment finding needed tomaintain
unbundled switching Whatever the FCC decides, the courts wili hkely have tosettle the junsdictional roles, and
while we believe the FCC can ultmately win, itcould be amessy legal! and political fight We also note that

aven ifthe FCC succeeds inrestraining the states onunbundled switching, the states conceivably could
compensate by hitting the Bells/ILECs on other UNEs orinthe many other areas they reguiate It'salittielike a
balloon you press inone area and the balioon expands inother areas

Transition timing and mechanics.

Ancther setofkey issues are those that affect how soon after adetermination ofnoimpaiment would aCLEC
have totransfer its customers' service toils own switch, orstart paying ahigher ratetothe ILEC There are a
number ofissues involved, such aswhether there will be any grandfather provisions forexisting customers
(which we doubt), whether there will be restnictions on adding new customers (which we think will kick in
quickly) and whether there wilt be distinctions between "new" and "old” customers (defined bysome date after
the order) interms ofhow much the Bell can charge tokeep that customer onthe Bell switch Arelfated 1ssue s
whether, there should be an FCC capthat gradually ramps up ofthe cost ofswitching dunng the transition
Some are also advocating that truly new entrants (those not currently inthe market) should be given adefined
window of several years touse UNE-P before being required tomove toaUNE-L platform We think resolution
ofthese 1ssues will depend toagreat extent on how the other 1ssues are resolved {1 e , the greater the state
role, the shorter the FCC-mandated transiion pernod 1siikely tobe), sothese are likely tobe determined
towards the end ofthe negotiating process

B. The Business Market.

We believe the draft could actually improve the ability ofthe IXCs and the CLECs tocompete inthe business
markets, though those prowisions are likely toberevised As suggested inour December report, the
Commission 1shkely, inour view, loprovide some relief tofaciities-based CLECs Forexample, we understand
that the FCC 1slikely to adopt arule thatmakes itharder forthe ILECs torefuse CLEC loop orders onthe

grounds that"no faciihes" are available

Another possible change isthat the FCC may increase CLEC discounted UNE access to high-capacity hines -
dedicated loops and also combinations oflcops and inter-office transport known as Enhanced Extended Links
(EELs) Apparently, thedraftwould eiminate "comminghng” restnctions and replace current local "use
restrctions” with less-stringent “service eiigibility requirements” thatwould enable greater use ofigh-capacity
access circutts atcheap TELRIC-based prices instead ofmore costly ILEC "special access” services This

All relevant disclosures appear on the lastpage(s) ofthis report Page 4
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would be significant, asincreased use ofunbundled high-capacity circuits potentally pressures the Bells'
access revenue streams while also aitenng key economic crossovers between switched access and special
access Weestimate thatspecial access currently provides approximately 10% oftotal Bell revenues and uple
15% oftotal Belt EBIDTA We understand thatthe Commission wants tohelp CLECs offer locat services
through high-capacity loops and EELs butwithout enabling the IXCs tosignificantly bypass special access for
long-distance traffic We think there willilkely be acompromise thatisnot as negative forthe Bells oras helpful
tothe IXCs asthe draft apparently contemplates Nonetheless, the draft language has putthe Bells onthe
defensive onpart ofthe tem and could affect the negotiating process asthe commissioners trytoreach final
agreements

There are other elements ofthe draft that could give the ILECs additional relief, such as allowing mteroffice
transport tobe eiminated insome markets The draft sets two different parameters forthe states todetermine
where transport should be eliminated apoint-to-point testfavored bythe CLECs and ageographic-area test
favored byihe Bells While there 1sstiladebate on this, we think the Commission 1smoving toward relying on
the point-to-point test The likely impact ofthis change on IXCs and larger CLECs woukl nol be great, as many
ofthem are already using competitive transport Infact, some CLECs with significant amounts ofiocal fiber (1 e
transport), such asTime Warner Telecom (TWTC), might even benefit from higher ILEC transport prices that
create more competitive margin  Apoint-to-point testwould alsoc mitigate problems forsmaller CLECs that are
more heawily dependent onILEC transport

C.The broadband market.

We think that the Bells are likely tobenefit from considerable deregulation oftheir broadband faciites In
particular, we believe thatthe Bells will receive unbundiing reiief wher ethey deploy new fiber tathe home
(though we have our doubts astohow significant such deployment would be inthe near-to-mid-term)

While there 1ssome consensus onthe prnnciple ofderegulating the Bells' broadband networks, there isstita
considerable debate onthedetalls and considerable uncertainty about the legal anatysis, particularly asto
impairment, thatwould lead tothe Commission's preferred policy outcome The key question appears tobe
how totreat hybnd fiber-copper systems While the Bells prefer complete deregulation, the CLECs prefer
continued access tothe network elements, regardless oftechnology One framework being discussed isto
provide the CLECs the functionai equivalent ofwhat they have today, interms of performance, ataTELRIC
price Butthis idea israrsing questions oftechnical feasibility, Bell cnticism ofinadequate investment incentive,
and CLECs objections toany cap ondata speeds forfiber loops tobusinesses We note that inannteresting
statement 1ssued two days ago onaproposed Venizon (VZ) tanff, FCC Commissioner Kevin Martin suggestad
that agency stafferred inapplying TELRIC tecanew service He said thatthe TELRIC pricing formula provides
insufficient return for new nfrastructure This suggests tous that Mr Martin might be arguing internally on
broadband toguarantee CLEC access butallow the Bells tocharge more than the current TELRIC formula
would provide (we also note the FCC plans toreview TELRIC nthe future) Aswith the other issues inthis
review, while the general direction 1sclear, there 1sno majonty yet forany decision

We believe the broadband decisions will be the most important for capital expenditures and the future of
network architecture We think the FCC 1slikely to adopt rules that will go along way toward providing the Bells
thebroadband relief they sought through the Tauzin-Dingell  bil Agan, how ever, the details will be important
fordetermining the timing and the nature ofany new investments

The draft also contemplates maintaining line-shanng rules, which are particularty important toCovad (COVD),
butitis possibie commissioners, inthe horse-trading process, could take steps toincrease the wholesale price
forthe CLEC, which insome states 1s apparently zero ortnvial We note ine shanng would st be vulnerable
court, where they have already suffered one sefback (There 1salso apossibility that the changes inthe
transport rules could negatively affect Covad, though atthis point we think the point-to-point analysis wouid
mitigate the problem ) The broadband issues presented inthe UNE Tnennial Review are pieces ofalarger
broadband puzzle currently before the Commission, including two broadband classdicalion proceedings
(wireline telco and cable) thatthe FCC expects torule on later this year To the extent thatthe FCC can point
tosome degree ofexisting intra-modal wireline competition for consumer broadband services, which
Ine-shanng facitates, itwill make itsomewhat easwer forthe Commission tocontinue down the path of
reclassifying wireling telco broadband transmission asaTitle 1service, and possibly reiax the
nondisciminatory access safeguards that unaffilated ISPs currently enjoy

D.Trade-offs key toreaching final decision.
One cntical element toafinal FCC decision isthe inter-relationships  ofthe 1ssues, inourview For example,

All relevant disclosures appear on the lastpage(s) ofthis report Page 5
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the fewer the changes tothe current hot-cut process, the more the Bells would bewilling togive onthe
econocmic imparment analysis The greater the role ofthe states, the more the IXCs and CLECs would be
willing togive onthe terms ofthe transihionr Thus, until one can analyze allthedifferent elements ofthe
decision, itwill be difficult todetermine where and how soon UNE-P will be phased out Butingeneral, we

would notbe surprised tosee some kind ofdeal that ulttmately provides less UNE-P relief tothe Belis (though
still significant), but greater relief on broadband

Additional informaton Available Upon Request

All relevant disclosures appear on the last page(s) ofthis report Page 6
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Additional information 1savallable upon request The mformation contained herein has been prepared from sources believed
reliable butisnotguaranteed byusand isnotacomplete summary orstatement ofallavalable data, norisitconsidered an
offer tobuy orsell any secunties referred toherein Opinions expressed are subject tochange without notice and do nottake
into account the particular investment objectives, financial situation orneeds ofindividual investors Employees ofLegg
Mason Wood Walker, Inc orts affiliates may, attimes, release written ororal commentary, technical analysis ortrading
stralegies thatdsdfer from the opinions expressed within Noinvestments orservices menticned are available inthe European
Economic Area topnvate customers ortoanyone inCanada other than aDesignated Insitution Legg Mason Wood Walker,
inc isamulhdisciplined financial services firm thatregularly seeks investment banking assignments and compensation from
1ssuers forservices includmg, butnothmited to, acting as an underwrter inanoffenng orfinancial advisor Inamerger or
acquisition, orserving as aplacemeant agent for pnvate transactions Of the sacunties we rate, 47% are rated Buy, 49% are
rated Hold, and 4% are rated Sell Within the last 12 months, ourfum has provided investment banking services for27%,

18% and 19% ofthe companies whose shares are rated Buy, Hold and Sell, respectvely Legg Mason Wood Walker, Inc 's
research analysts recewve compensaton thatisbased upon (among other factors) Legg Mason Wood Walker, inc 's overali
iInvestment bankmyg revenues Ourinvestment ratng system isthree tered, defined asfollows BUY -We expect this stock to
outperform the S&P 500 by more than 10% over the next 12 months For higher-yielding equities such as REITs and Utiibes,
we expect atotal return inexcess of 12% over the next 12 months HOLD -We expect this stock to perform within 10% (plus
ormmus) ofthe S &P 500 over the next 12 months AHcold rating 1salso used forthose higher-yielding secuntes where we

are comfortable with the safety ofthe dvidend, butbelieve that upside inthe share pnce ishmited SELL -We axpect this

stock tounderperform the S&P 500 by more than 10% over the next 12months and believe the stock could dechne invalue
We also use aRisk rating for sach securty The Risk ratngs are Low, Average, and High and are based pnmanly onths
strength ofthe balance sheet and the predictability ofearnings ©Copynght 2003 Legg Mason Wood Walker, Inc

All relevant disclosures appear on the last page(s) ofthis report Page 7
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ATTACHMENT

LINE -COUNT BREAKDOWN OF BELL END OFFICES

All relevant disclosures appeer at the end of this note

As described n the 2/5/03 note, one approach the FCC 1s discussing to carry out its UNE
impairment analysis for switching would be linked tot he number of access lines in a Bell end
office Unbundled switching would presumably be elumnated for end offices with more than X
nutnber of lines and mamtamed for end offices with less than a lower Y number of lines, with
state regulators given a greater role for end offices having between X and Y number of hnes If
the FCC were to take that approach, where the FCC draws the two lines setting presumptive
himits would be crucial (as would the guidance 1t would give to state regulators for reviewing the
gray area in the muddle) To give a rough idea of the impact of different numerical standards, we
have provided the followng chart, which estimates on a national basis the number of Bell lines
per end office So, the majority of Bell offices have less than 5,000 lines, but they contain only
8% of the lines nationwide Conversely, only 5% of Bell hnes have more than 50,000 lines, but
they contan 26% of the Imes nattonwide We also note, for example, that 61% of Bell lines
nationwide are 1 end offices with more than 25,000 hnes

No. of Access| % of Bell % of Bell Lines
Lines in a Bell| End Offices .
. Nationally
End Office Nationally
< 5,000 51 8
5,000-10,000 14 3
10,000-15,000 ] 3
15,000-20,000 5 8
20,000-25,000 5 8
25,000-30,000 4 8
30,000-35,000 3 3
35,000-40,000 2 7
40,000-45,000 2 7
45,000-50,000 1 5
> 50,000 5 26
Source Legg Mason esbtmates
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Additional information is available upon request

The information contamed hersin has been prepared from sources beheved rekable but is not guarantsed
by us and s not a complete summary or statement of all avalable dats, nor is #t considerad an offer fo buy
or sell any secuntes referred to herein Opinions exprassed are subyect fo change without notice and do
not fake into account the parficular investment obyectives, finsncial situation or needs of indnidual
invastors Employees of Legg Mason Wood Walker, Inc or s affifates may, at hmes, release written or
oral commentary, technical analysis or lrading strateges that differ from the opimons expressed within
No investments or sernvices mentioned are avarlable n the European Economic Area lo private customers
or to anyone in Canada other than a Designated Institution Legg Mason Wood Walker, inc 15 a
multiaiscipined  financial  services firm that regularly seeksinvesiment banking assgnments and
compensation from issuers for services including, but not imited to, acting as an undsrwnler in an
offerng or financial adwvisor in @ merger or acquisifion, or serving as a piacement agent for prvale
transactions  Of the securifies we rate, 47% are rated Buy, 49% are rated Hold, and 4% are rated Self
Within the last 12 months, our firm has provided mvestment banking services for 27%, 18% and 19% of
the companies whose shares are rafed Buy, Hold and Sell. respectvely Legg Mason Wood Walker, Inc.'s
research an alysts receive compensahon thst is based upon {among other factors) Legg Mason Wood
Walker, Inc's overall investment banking revenues Our investment rahng systemis three hered, defined
as follows BUY - We expect this stock to outperform the S&P 500 by mora than 10% over the next 12
months For higher -yieiing equiies such as REITs and Utihes, we expect & iotal retumn in excessof 12%
over the next 12 months HOLD - We expect this stock to perform within 10% (plus or minus) of the S&P
500 over the next 12 months A Hold rating is aiso used for those higher -yielding securthes where we are
cornfortable with the safety of the dwidend, but beheve that upside in the share price 1s kmited SELL - We
expect this stock to underperform the S&F 500 by more than 10% over the next 12 months and beheve the
stock could decine in valuve We also use a Risk rating for each secunty The Fisk rahngs are Low,
Average, and High and are based pnmanly on the strength of the balance sheet and the predictabity of
earmings.

© Copynght 2003 Legg Mason Wood Walker, inc
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From:
To:
Date:
Subject:

Kelly Killeen
Commussioner Adelstein
Wed, Febh 5, 2003 4 28 PM
SAVE -UNE-PHI
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Access(he

! February 5%, 2003

Dear Commissioner Jonathan Adelstein,
I ask your support for the continued availability of the “UNE-Platform ”

‘ My company, Access One, offers local telephone service 1n select SBC territories  The company has
achieved imcreasing success largely because it utihizes the combnation of “unbundled network elements™ —
the UNE-Platform - o serve customers It 1s absolutely cntical that we have continued access to the UNE-
Platform to remain competitive

Unfortunately, the Regional Bell Operating Compames have launched a full-scale attack on the UNE-
Platform, realizing it ts a major threat to their continued market dominance. Therr strategy 1s to impose
certain restrictions on mdividual network elements that would destroy the competitive value of the UNE-
Platform [If the RBOCs succeed, 1t will all but end any chance for consumers to enjoy the benefits of
meanmngful competition m local phone service

| Please oppose any effort at the Federal Communications Commuission or at state agencies to haut the
availabahty of the UNE-Platform  The UNE-Platforin should be firmly and permanently established as a
viable service ophion for competitive telecom carriers

Thank you very much for your time and attention to this important matter

Sincerely,

Kelly M Killeen !
Dedicated Provisioner ‘
Access One Incorporated :
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From:
To:
Date:
Subject:

Ken Gilbert

Commissioner Adelstein
Wed, Feb 5, 2003 4 52 PM
UNE-P
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February 5", 2003

Dear Commusstoner Jonathan Adelstein
1 ask your support for the continued availability of the “UNE-Platform

My company, Access One, offers local telephone service in select SBC territories  The company has
achieved increasing success largely because it utilizes the combmation of “unbundled network elements™ —
the UNE-Platform - to serve customers. It 1s absolutely critical that we have continued access to the UNE-
Platform to remain competitive.

Unfortunately, the Regional Bell Operating Companies have launched a full-scale attack on the UNE-
Platform, realizing 1t is a major threat to their continued market dominance Their strategy 1s to impose
certamn restrichions on individual network elements that would destroy the competitive value of the UNE-
Platform If the RBOCs succeed, 1t will all but end any chance for consumers to enjoy the benefits of
meamngful competition in local phone service

Please oppose any effort at the Federal Communications Commuission or at state agencies to it the
avarlabihity of the UNE-Platform  T'he UNE-Platform should be firmly and permanently estabhshed as a
viable service option for competitive telecon carriers

Thank you very much for your time and attention to this important matter

Sincerely,

Ken Gilbert
National Sales Director
Access One Incorporated




From: kenneth bohr

To: Commussioner Adelstein
Date: Wed, Feb 5, 2003 9 42 PM
Subject: une-p

Dear Commissioner

| am a small business owner and personal user that has
finally found a great phone company and service in

Talk America and now you may shut them down because
they are finally giving some competition fo the
monopolies | ask your support for the continued
availability of the UNE-Platform.

The company has achieved increasing success largely
because It utilizes the combination of unbundled
network elements the UNE-Platform - to serve
customers. It is absolutely cntical that competitive
local carriers have continued access to the
UNE-Platform to remain competitive, and benefit
consumers

Unfortunately, the Regional Bell Operating Companies
have launched a full-scale attack on the UNE-Platform,
realizing it 1s a major threat to their continued

market dominance. Their strategy is to impose certain
restrictions on individual network elements that would
destroy the competitive value of the UNE-Platform If
the RBOCs succeed, it will all but end any chance for
consumers to enjoy the benefits of meaningful
competition in local phone service

Please cppose any effort that will limit the
avallability of the UNE-Platform The UNE-Platform
should be firmly and permanently established as a
viable service option for competitive telecom
carriers

Thank you very much for your time and attention to
this important matter

Sincerely,

Ken Bohr

Do you Yahoo!?
Yahoo! Mail Plus - Powerful Affordable Sign up now
http //imailplus yahoo com
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From: Kenneth W Riese

To: Commissioner Adelstein

Date: Tue, Feb 4, 2003 4 19 PM
Subject: Comments to the Commissioner

Kenneth W Riese (kennese@corporatestl com) writes.

Please keep telecom competitive

We need to have DSL available for line sharing and access to the remote terminal. Please donot let the
Bells kill the few competitors that are left.

Thank You

Server protocol: HTTP/1 1
Remote host 128 242 162.2
Remote IP address 128 242.162 2
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From: Leonel Mitchell

To: Leonel Mitchell

Date: Thu, Feb 6, 2003 9 07 AM

Subject: Proposed FCC Changes Cost Consumers

Message sent to the following recipients
Representative Chocola
Message text follows

Leonel Mitchell

1711 Hoover Avenue

South Bend, IN 46615, IN 46615
February 6, 2003

[recipient address was inserted here)

[recipient name was inserted here],

The Federal Communications Commission is considering taking actions that
will restrict consumer choice by deregulating local phone service

Millions of Americans like me could have their phone service threatened if
the local phone companies arent required to allow competitors access to
the market Im also concerned about the Commissions move to relieve all
broadband Internet access facilities of open access obligations

Both of these key decisions will imit my choices as a consumer by
lessening competition, diminishing cost savings and threatening consumer
protections As a constituent, | urge you to support competition and open
access for iocal phone service

Sincerely,

Leonel L Mitchell
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From: Lecnel Mitchell

To: Lecnel Mitchell

Date: Thu, Feb 6, 2003 9 07 AM

Subject: Proposed FCC Changes Cost Consumers

Message sent to the following recipients
Senator Lugar

Senator Bayh

Message text follows:

Leonel Mitchell

1711 Hoover Avenue

South Bend, IN 46615, IN 46615
February 6, 2003

[recipient address was inserted here]

[recipient name was inserted here],

The Federal Communications Commission 1s considering taking actions that
will restrict consumer choice by deregulating iocal phone service

Millions of Americans like me could have their phone service threatened if
the local phone companies arent required to allow competitors access to
the market Im also concerned about the Commissions move to relieve all
broadband Internet access facilties of open access obligations.

Both of these key decisions will imit my choices as a consumer by
lessening competition, diminishing cost savings and threatening consumer
protections As a constituent, [ urge you to support competition and open
access for ocal phone service

Sincerely,

Leonel L Mitchell



