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I AI.t DEI,ICHTED TO BE HERE THIS MORNIIIG. I EAVE BEEI| TSKBD TO

DISCUSS THE POTEITTIAIJ EFFECTS OF VARIOUS ALTERNATfVES TO RITE Of

RETURT{ RECUIJTTION OlI LOCAI.| EXCHAilGts CARRIBRS AI{D THBIR CUSIOI{ERS.

LBT l.lB BECIN BY OBSERVING THAT OVER THE PAST SBVBRAI, YEIRS IT

TTTS BEB}| FASHIOIIABI,E TO ATTACK ESTABIJISHED INSTINTTTONS ' TO DRIVB

TOTARD IJESS AIID I.|ESS GOVERNUENT OVERSIGHT' AI{D TO PROI{OTE

COI.IPBTITION It{ II{DUSTRIES LONG CONSIDBRED TO BB NAfltRtIr IIONOPOLIES.

THIS "FREB IiARKET" APPROACH IIAS COIIE TO UEAil fEtT BSSENTIALLY

MONOPOIJY FIRUS ARE FRBB TO PURSUE THEIR OBi'BCTIVES I|ITHOUT THE

AI,I,BCED DISCOT,IFORT AI|D INEFFICIENTY OF GOVER!ilBIIT INTRUSIOII. I

BBLIEVE TEA!, Itf LARGE PART, THIS TRtsND XS SEORT-SICHTBD, I,ACKS

ADEQUITE iIUSIIFICI,TXON, llfD fS POIJITICAIJITY I.|OTMTED. I{HIITE R}TE

OF RETI'RII I,EGISIJATION IIAS NEVER BEEI{ CONSTRUBD AS A PA}TACEA AT'ID

DOES IN FACT BURDEN UTILIEIES AND RATEPAYERS TTTH SIGNIFICANT

REGUIJATORY COSTS, I HAVE YET TO SEE AN AI.TERNATE RBCUI,ATORY



PROPOSIIJ TEAT EAS PROVET{ TO BB AS EFFECTM AS TRADITIONAIJ COST OF

SERVICB NSCULTITON AT CURBING INCE}TTTVBS TO BXERCISE ABUSIVB

MONOPOITY POFBR. HOt|ErtER, I At,t COI,IUITTED TO t'tAINTAfNINc AN OFBN

MTND.

WHfL,E THE fNITIAL, fUPBTUS FOR INTRODUCII{G COUPBTITION INTO

THE TEITEPHONE INDUSTRY RESULTED FROI.! ITECAIJ Al{D FEDERAIT DBCf SfONS,

REVISIONS TO THB I-'ETIIODS OF REGI'IJATT}IC THE TBIJEFIIo}TE coI.tPTNIBs

TBEI-ISEIJVES HAVB LIRGBITY BEEN SPETRHEADED BY TUE STAttsS. THESB

ACTfOIiIS HAVE RESULTED FROU IJEcf SIJATfVE INITfATMS, REGUIIATORY

PROCEBDINGS, OR BOTII.

WITAT THE STATES TIAVE DONE

MORB THAI| 75T OF THB STATES HAVB TAKEI{ STEPS rO REI,IOVE SOUE

IrOCA! IBITECOUI'|III{ICATIONS SERVICES FROtt THE TR DXTIONAIJ RATE BASE,

RTTE OF RETURil I.IETITOD OF REGUIJATION. OF THE THIRTEBN STATES TIITT

HAVB YtsT TO REIIA:( il{Y TEIJECOI,II.IUilICATIONS REGULATION, SEVB}{ (AS tfElt
AS THB DISTRICT OF COIrtttlBIl) IIAVE FORITiAL OR ffFOR-[.tAIr STUDfES OF

REGUI.,TTORY REPORU UilDtsRI'AY. OF THB TNIRTY-SEVEII sTATBs THIT EAvB

RBIrA:GD THBIR REGUIJATfON OF TEITEPHONT COUPAI{IES TO SOUB DEGRBE, SIX
(ALIBAUI, CONI{ECTfCUT, FITORIDA, KErffUCKy, NBtf YORK At{D IffSCONSIN)

EAVB OPTED FOR INCENTIVE PLAIIS THAT PER,IIIT THB COUPTI{IES TO EARN

MORE TEAI| TEBfR AITLOTBD RITE OF RtTURll SO IrONC AS THE EXCESS

EARIIII{GS TRE SEARED T|ITH THE RATEPAYERS THROUGH REFI'NDS OR RATE

cuTs' THE SIITE OF DELATARB HAs ENABLTD coMPAt{IES To HAVE THE BEST

OF BOTH I'ORLDS. ITS INCENTM PIAN ILLors A IJEC TO RETATil Al{y At{D

AIrIJ ovERanRNrNcs so IJoNc As BAsrc RATES ARE Nor rt{cREtsED. U
rHE TI{O STATES I{HICH HAVE DONE THE MOST FOR TBIJCOS THROUGH



RECT'LATORY RBSTRUCTURINC ARB IDAHO AI{D NEBRISKSA. II' BOTH STATBS,

THE RBSTRUCTURXT{G I|AS I,IAI{DATED BY I.EGISIJATION.

THE IDISO IilT GIVES TEI,BPIIONE COMPTT{IES TH8 RICHT TO CHOOSE

PRICE AIID PROFIT DEREGULATXON oF EVBRYTHINC EXCEPT BASfC ITOCAIT

EXCEAI{GE SERVTCB. U
IN NEBRTSK.f,, BASIC IJOCAI.' SERVICE IS PRICE CAPPED UNTII' 1991.

AT TIttT TIME, THB CAPS fIIrL EXPIRB AND BASIC LOCAIJ SBRVICE rIIrIr BE

DEREGUL,ATED. PRf CES AND PROFITS FOR ALL OTHBR fEIrBCOl.tl{t I|ICATIONS

SBRVTCBS EAVB AIJRBTDY BEET{ DEREGUIJATED. RBCUITATORS EAVB RETAI}{ED

THEIR AUTHORITY OVER SBRVICE QUAIJITY, UARKBT EIflTRY, A}ID THE

SBTTI,EUB}TT OF CONSI'UBR, COUPIJAINTS.

THE NEBRASKA PIIBL'IC SERVfCB COl.ll.tISSION VICOROUSIJY OPPOSED

PASSAGE Of THIS ITECISITATION AND INITIATBD COURT ACTIOI| TO RBPETL

THB lrtlf AS IINCOISTITUTIOI{AI,. fHE COURI Rt ITED TCAINST THE

COUUISSION AI{D A FURTHBR APPETIJ IS PENDTNC. UE.f,IIIINIIJB, fHE

REGULATORS ARE ABIDINC BY THE I,,ATT. IN ITS TN!ruAIJ REPORT OIT THB

IUPACT OF DBRBCUI&ITION tfHICH IT IS REQUIRBD TO FIIrE flITH THE

IJEGTSIJITURE, THB COIIIIIISSXON NOTED TlllT "IF THB INDUSTRY COIITINUED

TO ACT RESPONSIBI,Y, IHB IJlf ltOIrIrD NOT BE AS ttARUFUt AS PRtsDICTED.'

Il I.TOREOVER. THB COI.I}'TSSIOT{ I1AS AGAIil ASKED TH8 I,BGISIJITURE TO RE-

REGULATB TIIOSE SERVICBS tfHICH ARE INDISPBNSTBL,E II,ID FOR FHICH No

AL'TERNATM IS AVAIITIBLE. IT ALSO RBQUESTBD IHAT IT BB AUIHORIZBD

TO REVTEI| EFTECTIVB RTTES TF COUPLAINTS ARB RECBIVBD AI|D BE AIJI'OI|BD

TO RE-REGIIJATE tlIY DEREGUIIATED SERVICE OR COl.tPA]IIf. PfNAIJITY, THB

PSC SOUGHT REPEAL oF TltO SUilSET PROVISIONS LHICII PROVIDED THAT

I.TN{DATORY CEOCRAPHIC TOIJIJ AVERAGING AND CONSI'UBRS' RIGIITS TO



FETITION AGAII{ST RATE INCRBASES }lot[,D EI(PIRB Il{ 1991. THE

LEGISLATURB BAS NOT ACTBD ON THESB REQUBSTS' Ll

OHIO IITS A DEREGULATION I,ATT T{UICH CTVES THB CO!{I'TISSION

AUTHORITY TO DEREGUI,ATE A}IY SERVICES IT FINDS TO BE COI'IPETITIVE'

T'NTII, Lgg7, THE PUC I.IAY RB-REGUI,ATE A SBRVICE. AFTER T997 ' THE

COMPAI{II MUST ACREE TO HAVE A SERVICB RE-REGUI,ATED. THE COMMISSION

AIJSO HrS THE OPTION TO BND PRICE Al{D PROFIT RBGULATIOT{ FOR BASIC

LOCAL SERVICE. FINIITLY, THE LAlt CREATED A TEITECOI'I}|IIilICATfONS

ADVISORY COT,ilCIIJ T{HICH CONSISTS OF REPRESEI.ITATXVES OF STATB

ADt1ililSfRATION, IJOCAL GOVERNI'IENTS, STATB IJBGISLATORS ' THB

TELECOT{UUilICATIONS INDUSTRY, CONSTTUERS Al{D BUSINESS CUSTOUBRS.

NOT AI,IJ REGUI'ATORY RETOR}T INITIATIVES IIAVE THBIR ORICINS IIf

TIIE STfTB LEGISIJTTM BODIES. SO!!E RESt[rT FROI'I TIIB COI'IBMED

coopERATrvB EFFoRTs oF THB srATE col{l,trssrors A}ID TgE cotilPA}IrBs.

IT ttAS THIS TYPE OF EFTORT THAT I,ED TO TIIE IT.iPI,BI.IET{TATION OF A

SOCITIJ CONTRACT IN THE STATB OF VERITIONT.

THE VER}IONT DEPARTUBNT OF PUBIJIC SERVICB WORICED T'ITB TIIB NET

ENGI,AND TEIJEPHONE COUPilNT (NET) TO OBTAIN A RATE FREBZE II{ BXCITTNGE

FOR PRICfNC FLEXIBIIJITY. THE AGREEIIENT RBQUIRES NET TO FREEZE

BASIC RBSIDENTIII, tl{D BUSINBSS RATES THROUGR 1991. RITES FOR TOLIT,

[{ATS, CEtrrREX, ttfAtoc PRTVATE L,TNES AND DTRBCTORy ASSTSTAIfCE ARE

FROZEI{ THROUCE 1989. AFTER TIIAT, THE RATES fOR THESB SERVICES lfIIrIJ

BB RECUITATED TEROUGII A SYSTEU OF PRICE CAPS. DIGITAIT DATA

SERVICES, DICITAT PRMTE LINE SERVICES, CUSTOI| CALITINC Al{D A!ff NEtf

OR REPACKTGED SERVICE INTRODUCED AFTER DBCEMBER 31, 1988 ARE FREE

OF REGUIJATORY CONTROIJS OTHER THAN A 15 DAY NOTICE REQUIREUENT FOR



RATE CEAI{GBS. IN ADDITION TO THB FRBBZE ON RATES, NET AGREBD TO

SPEI{D $284 MilrIJroN oN NETI{ORK IUPROVEUENTS . El
THB VIRCTilIT CORPORATION COI{T.ISSTOIT INITTTTBD A PROPOSAIJ HHICH

ESSENTIALIJY COI'|EINED SOCIIIT CONTRACT Al{D INCBIITM REGUITATION. IN

E:KCHAilGE FOR AOREBTNC TO A}T IUUBDIAIB RTTE CUT, A TEIJCO COUIJD

OBTAII{ DERBCUITATfON OF SOl.lE SERVICES A}lD SfREil,tLft{BD RECULATORY

TREATI.TEI{T TOR OTHERS. THB COT.IUTSSION TOULD USE RTTB OF RETURN

RAI{GB OF 12t l{t TO DETERUINB THE RATB CUT. I,IOST TEIJCOS rN

VIRGTNIA HAVE AIf AUTEORIZED RATB OF RBTURI| OF 15I. TIIB PROPOSAI.I

CREITED SBVERATJ CATEGORTES OF SERVICE:

1. "ACTUIIJITY COI'IPBTITM' ITHICE tfot[.,D BE DtsRBCIIIilTBD Al{D

BEIror-rHE-LrNE. sucn sERvrcBs TNCLUDE YELIJOL pAcBs, INSIDE rrRE

Itl'lrNTEIilAl{cB, cEl{TREx A}rD BrI/LrNc At{D collr8crroN.

2. "POtElf,ffALIrY COttPETfTMo SERVfCES HOUITD EE fRElfED AEOVE-

TEE-I..MB Al{D TlRfFfS flOtfirD BE FXIrtsD. EOHEVER, SUCE TARIFFS I|OUIJD

BECOUE ETFECTIVE UPOT{ 30 DTYS NOTICE. PRIVTTE I.INE, SPECITIJ

AccBsS,3-I|AY CAITITINC, CALL FoRtfARDINc, AIID TIUE AND |EATHER

SERVICES ARB TN THTS CATEGORY.

3. "TI'ONOPOLY SBRVICES'I T|OUIJD BB DIVIDBD IIITO DISCRBTToNARY

A}TD }TON-DISCRETIONARY SERVICES, BUT THERB TOT'IJD B8 lIO DIFFERBNCE

IIII HOT' THESE CTTBCORIBS I|BRE RBCUIJITED. IF TBB TBLCO ItAilTED TO

RArSE UONOPOLY RITES, THB COI{UTSSTON COUITD RBQUTRE rr ro RETuRN TO

TRADTTTONilT RBcurrtTxolf FoR AL,L SERVTCES. g/
C&P ' GTE, CONTEL, CEI|TIL AllD ITNITED TEIJEPHOIIE COMPI,I,IIES I|AVE

AGREBD TO REDUCE IJOCTL RTTES BY A COUEIIfED TOTTL OF S{l.d UIITIJION.

THE C&P TELEFHONE COllPt$Y IS RESPONSIBLE FOR S3?.5 MILIJIOT{ OF THE



REDUCIION. RATBPIYERS ARE EXPECTED TO SAVB BBTI|BEN 25 CEITTS A}{D

S1.65 pER I{ONTH DEPEI{DING ON THE nfPE OF SERVICE ll{D TEE TBIJCO

pROvIDINc IT. It{ EXCEANCE FOR CUTTING RATES, THE TEIJCOS RECtsMD

PRICE AI{D PROFIT DBREGULATION OF EI,EVBN COUPBTITIVE SERVICES,

INCLUDING THE INTERCOU PORTION OF CENTREX, PAYPHONES, UOBIIJE PIiONB

SERVICE, PACING, SPEBD CAITIJING, BILITING Al{D COLLECTION, CENfRilr

OFFICE BASED IrAlfS, nIRINc, Al,lD DIRECTORY ASSISTAI|CE. NINE OTHER

SERVICES, It{CtrUDIllG BULK PRMTB I,INES, BULX SPBCITL ACCESS '

OPERATOR SERVICES AND CERTAIN CUSTOU CALLING FEITURES RBCEIVBD

STREil.ILINED REGUTITION. FOR THESE SERVICES, RATE CTIAI{GE RBQUESTS

ARE DBCTDBD rfrTHrN THTRTY DAYS. u
TIIB REGULATORY DILEMI{A

REGULATORS ARE CAUGHT BtsTIfEEN COMPAI{IBS rnICB BEITIBVE TIrAt

DERBCUITTTION IS BSSENTITIT FOR SURVML Al{D CO}ISI UERS rBO rANT LOn

RATES. FURTHBR, UAIfY SATE COUUISSIONS HTVB A STATUTON,Y MAITDTTE TO

SET REASONABIJE AIID NOI|-DISCRIMINATORY RATBS fgIIJB AITITO$ING

COMPANIES TO EARN A rAIR RI,TE OF RETURN. SOMB COUI'IISSIONS SELIEVE

THAT A I{OVE TO DEREGUT"ATE I'OUIJD CONSTITUTE AIf ABTNDOTIUET{T OF TflIS

STTTUTORY DIIY. fHf S DIITEUI.iA WAS RECEilfIJY IDDRBSSED BY THE

lfARYLAlfD PUBLIC SBRVICB COU}IISSION.

ALIHOUCH fINDIilC THIT IT "ITACKED TIIE IJEGTL AUIHORITY" TO

ACCEPT CtsRlAIt{ COI{PONEIfIS OF C&P'S REGUITATORY FIJEXIBILITY PROPOSAIJ,

THE l.ltRYLA$D COI.IUISSION DETERUINED THAT IT COULD PERMIT STREII'ILINBD

REVIET OF RATES FOR SOUE INDIVIDUAT. SERVICES. TBUS, C&P COUIJD FIIJE

ilEW RATES FOR THESE SERVICES AND SUCH RATBS I|OULD BE EFFECTIVE IN

1' DAYS UNLESS THE COI-TUISSION ACTED. EVEN TITBOUT SUCH ICTION, THE



PSC COT'LD S.USPBI{D TH8 RATES AT ArY TII,'E AilD HOIJD FOR^I,ITIJ

PROCEBDI}IGS. III BXCHAITCE FOR PRICING FIJBXIBIIJITY ON CBNTREX, T{ATS,

8OO SERVICBS, BXIJLfNC AIID COIJL,ECTION, CUSTOU CAI,L'ING AllD AUDIOTEX,

C&P HAS FROZEN TH8 RTTES FOR BASTC IJOCAI' SERVICE AI{D BUSINESS

MESSAGB RATts SERVICE FOR TI|O YEARS.

DERECULATTON A}ID THB DISTRICT OF COIJT'I-IBIA

THB DTSTRICT OF COITUUBXA rS srcNrFrcN{TIJY DTFFERBN! FRo}l OTHER

REGUIJATORY .TURISDICTIONS. t{ts HAVE ONIJY ONE ITATA. tfB HAVE NO

TNTRTSTTTB I,ONC DISTIIiICE. TE HTVB A HIGH PBRCEIrTAGB oF IJor rNcoTIB

TIOUSSHOLDS. TTIBI{TY PERCBT{T OF OUR SENIOR CITIZEI{S IJrVE AT OR EEIJOTI

fHE POVBRTI LEVEIT. BECAUSE OF OUR sllALIJ CBOCRAPHIC CONFXGURTTION

AtfD THE HfGH POITITICAL IIWOIJVET{BNT OF OUR CITIZBDIS, THE D.C.

COUUTSSTON CONDUCTS ITS BUSINESS rN A IIIGHTJY VISTBIJE At{D

POIJIrICAI,IJY CSARCBD E}IVIRONT,IENT. HTlfY SEGI.TE!{TS oF ouR couIfl'T{ITY

RECUIJARIJY VOTCB THBIR OPTNIOI{ A}ID OUR, ACTIVITIES ARE PRoI.IINEIITIY

FSTTT'RBD IN TBE rASHTNGTON POST AIID OTHER UBDIA. T'I{I,IK8 T,IA}IY

JURISDICTIOIIS, OUR ITECISITITORS PRIDE THBUSEIJVES tS BBINC STROIICIJY

CONSUUER ORIENTED A}ID VIEI| THE ROLE OF THE CONST'UBR TDVOCATE AS

ITS APPOTNTBD "I|ATCHDOG'' OVER COI'I}IISSION ACTIVITIES. BASBD ON

THESB FAcroRs, rr rs Nor DrFFrcuLT To UNDERSTN{D tufy ouR

.'URTSDICTION EAS T{OT SEEN A CRE.A,T DTAL OF DBREGUIJATION ACTIVITY.

HOI|BVER, TH^t! EAS RBCEltTIry CHAIIGED.

ON {IIJIrY 22, 1988, TEB C&P TELBpHOtttE COMpAl{y, WHICH fS THE ONIJy

PROVfDER OF ITOCAL SERVICB, PfLED A PRoPosAL TO FRBEZE BASrC SERVfCE

RATES FOR TEREE YE.TRS IN EXCHANGE FOR PRICINC FIJEXIBIIJITY TN OTHER

sERvrcE AREAS. THE col,tPAlirY woulD RETATN I{HATEvER rr coulrD EARil rN



THESB OTTIER SBRVICS ARBAS. FURTHER, TO THB B:TTEI|T TETT I{OT{-UARKET

EVBNTS (SUCN AS TA,( I,AT{ CHANGES) AFTECTED C&P'S EARNINGS BY S1

UIIJIJION OR T.IORB (INCRE.TSE OR DECREASE), THB IUPACT MAY BE PASSED

THROUGH TO BASfC RATEPAYERS ON A PRO RATA BASIS. fF FL,EXIBIITITY

PROVED TO BB TNFAVORABLE, THB COUPA.t'Ilf COULD RETURN TO TRTDITIONAIT

REGUT,ATIOIT. OR, THB PSC !,NY CNAITCB ITS }IIND DURIITG THB THREE YEAR

PERTOD AND RE-REGUIJATE TIIE COlIPAlW. IF THIS HAPPEI{ED, THE COI.TPA}NT

I{OULD BE FRtsB TO SEEK Al{ INCRETSE IN BASIC RITES.

rBE SERVTCES FOR t{IIIqH C&P PROPOSED TO FREBZB RATES INCI,UDE

IJOCAI' EXCHAI{CE SBRVICE, DIRECTORY ASSISTAIICE, 8911 , ADDITIONAI'

DIRECTORY ITISTINCS, Al{D NON-LISTED Al{D NON-PT BLXSHBD TELBPHOXE

NT'UBERS. FOR SBRVICES NOT COVERBD BY THE FREEZE, THE COUPAII]I T|OUT,D

FIIJB TIRIFFS FHICH I|OULD BB BFFECTM IN 35 DAYS.

ON DECB}'EER 30, 1988, THE PSC STAFF FILBD A REPORT T{ITICH

SUCGESTSD THTT THE COIII{TSSIOT{ SHOT'IJD FIRST DECIDB THE CRITERIA TO

BE APPL,IED TO DETERIIIUE HIIETHER DBREGUIJTTIOII IS I|ARRTNTBD. THEN,

THB CRITERIA SHOUI,D BB APPI,IBD TO C&P'S SERVICES TO DETERMINB

T|HETBER T REGUIJTTORY CHAIIGB I|AS I{.ANDATED AI'[D, IF SO, IIHAT TT SHOULD

B8. riloNG THE CRITERIA RECoMUEIIDED BY STAFF ARE THE EQUILITY,

AVAIITAEILIIY AND PRICB OF A SUBSTITTEB SERVICBT THE EISE OF ENTRY

A}TD BXIT; AlfD THE POTB{TIAI, TOR PRICB DTSCRIMIT|ATIOIT, PRBDATORY

PRICINC TIID OTAER $TX-COT.IPETITIVE BEHAVIOR .

THB COI,IUISSION BSTAEIJISHED A BIFURCATED HEARINC SCIIEDUI.,E TO

E:(AUINE THE CONCIJUSIONS RE.TCHED TN THB REPORT. THB COUUISSIOH

LOUITD FIRST IIfVESTIGATE TIIE AFPROPRIATE t'tODEL TO DETERUINE !|HETHET

ACTUAIT OR N{TICTPATED COI.IPETITON EXISTS I{ITHIN THE DISTRICT OF



COLITUEIA FOn TEITECOUI'I|rI|ICITIONS SBRVICES. UPON RETCEINC t DECISTON

CONCERNINC TEE APPROPRIATE CRITERIA TO E:LIIIINE COUPErITION, PHTSE

XI OF THIS PROCEBDING T|OUTJD END. IT{ THE tsVENT IT T|AS NBCESSTRV,

PHASE TII TOULD APPLY THB CRTTERIA TO CURRENT C&P ACTIVITIES TO

DETERT.TINB I{SETIIER ACTUAI.I OR ANTICIPATED COI,TPBTIUO}I EXISTED AT{D

I{HETIIER THB EXISTENCE OF SUCH COUFETITION, IF A}nf, I|ARRAI{TBD SOI.IB

FoRl't oF REITIBF FRot'l TRIDIIIONIL RATE oF RBTURN RBcUttTIoN.

POTEI|TIAL PROBITBUS OF AI,TBRNATIVES TO RATB OF RETURN REGIII,ATION

I DON'T BEI/IEVE AlffONE I|OUITD DISPUIE THB STATBI.|EI{T THAT TEIJCOS

ARE NOT COT.TPETIT{G FOR THB PROVISION OF LOCTTJ E:TCEIIICE SBR,VICB AI{D

ARE ilOT LIKBIJY TO COI.IPETE rN THE FORESEEABLE FUIURE. FURTf,ER,

THESB COUPtlfrEs KNon TUAT ETTHER THE REGUL,ATOR, THE IrECrSIrtrtnE,

OR EOTH' I|OULD DO IilttTBVER IftS NECESSARY TO ENSURB THE wAIIJABILITr

OF BISIC SERVICE IN KEEPING T{ITH THE GOIIJ OF I'}IIVERSAIJ SBRVICB.

TIIUS, TIIIS E:(PtAIlfS rHY EACII REGUITATORY PROPOSAL OFFERED BY THB

TBIJCOS il{CIJUDBS SOttB PROTBCTION OR UONITORMC IITH RBCTRD TO

RBSTDENTIAIJ RITBS. I SUGGEST THAT AS REcUtAfORS OUR OBLIGATION IS

CREATER,, BROADER IN SCOPE. OUR IJECISIJATIVB UT$DATBS ARE TO INSURE

REASOIIABLB' FIIR AND NONDISCRIUINArORY RATES FOR lLIr CUSrOUERS,

IJARGB Al{D SI.iAITI/. fgUS, Alff RECUIJATORY REFORT{ ttUST ADDRESS SUCH

ISSUES AS TEE TPPROPRfATE TITLOCATION OF COST, COST RBCOVERY, Al{D

PRICINC. TEOUGE I EAVE E}IBRTCED THE NBBD AI{D CONCEPT OF

INDMDUAITIZED TIiIFFS FOR ITARGB USERS, I DO AGREE ltlTtt FCC

COI,!I,'ISSIO.I[ER, DE}TNTS THAT FI'RTSER STUDY MUST BE CONDUCTBD TO BNSURE

TIIAT "TARIFF L2" TYPE FfLINGS MEET OUR RESPECrIVB IJBGISITATfVE

!{,$IDATES AI{D TAAT TS THAT THB REI'TAININC CUSTOIIER BASB IS NOT UI{DUI.Y



OR UNFTIRI,Y BT'RDBITED BV THB ADOPTION OF TEBSE CUSTOI'TIZED RITES.

MORBOVER, I EIVE YET TO BE COMTINCED THAT COST ACCOUNTfNG RUIIES

AltD pRocBDURES ADEQUATBLY PROVIDB RBGUITATORS I|ITH THE NECESSARY

rOOLS TO PROTECT AGAINST CROSS-SUBSIDIZATION, PREDATORY PRICINC AND

U}IDUE DI SCRIUINATION.

rHERE IS ALSO T NON-I,IO}TETARY RIStr ASSOCIATED TIITH CBRTAIN

ASPBCTS OF REGT LATORY RtsFoRU AlfD THrf IS SERVICE QUAIJXIY.

COMI.IISSIONS IIHICH EXPERIUENT ttITH ALIERNAIM FORt'tS OF REGUITATION

}|UST BE TIIJIJING TO CIJOSELY I.IONITOR TEXS ARBT AIID EAVE THB

IIHERBWfTHAL TO ENFORCE SERVICB STtl{DrRDS. THIS IS ESPECIALIJY TRUB

IN IJICHT OF INDUSTRY SUGCESTIONS TEAT 9UALITY UtY fND SHOULD VARY

FROU SERVTCE CATECORY TO SERVICB CTTECORY.

FOR EXtllPLE, I Al{ CREATIJY DISTURBED TBAT COI{USrrS FXLED Ilf

THE FCC'S PRICE CI,PS DOCKBT SUGCEST THAT "PRICB CIPS COUIID INCREASB

ECONOIfiC EFFICIENCY BY EilAAI,II{G CARRIERS TO RESPOT{D TO DIFFERING

cONsIntBR DBldAlfDS FOR QUALITY I{ITH QUALIIY-FRICI DITFERBIITIAI,S. "

PURTHER, SBVER,IL ITBCS STArBD THAT CARRItsRS COUITD EAVE TRB INCBIrIM

TO DEGRADE QUtlrfTY Olt ONB SERVICE IN ORDER TO COI'!PEIr A SttfTCH TO

A NEtf, UORB EXFES{SM SERVICB. FINAIJIJV, THB IrBCS STTTED THE BELIEF

THrf A SIGNIFICAIIT PBRCEIITI,GB OF CUSTOUERS IOUITD BE I|IITITING TO

IOL,ER.['TE SOI{E RBDUCTIOT| Iil SBRVICE 9UAITITY BECAUSB THB VAITUE OF THE

SERVICE IS GRBITER TIIAI{ THB INCOITIVENIEI|CE OF SIIITCIIING.

CI,OSIl{G

I All NOT OPPOSED fO THE II.IPLEIIBNTATION OF ALTERNTTMS lO RATE

OF RETURN REGUI,ATION. HO!'EVER, I BBI.IEI'E SUCII ACTION MUST BE

.'USTITIED, I BELIBVE THAT IT MUST BE SHOT'N THAT THB ALTER!{ATIVB

WILL IUPROVB THE OVERAIJIJ STATE OF TELECOMUI.'ilICATIONS ' THAT IT I{ILL

10



RBST'tT IN EFFICIBNCIBS, TECHIIOI,OCICI,& II{NOVITIONS, SUSTAII|ED PRICB

REDUCfIONS AlfD TEAf, GEIiIERAITLY, fHE BBNEFITS nIIrL BXCEBD THE RISXS

BY SOI{B IPPnBCfABLE A}|OU}IT. I AI,SO BEIJIEVE TIIIT AIIY SUCH

ALTERNATM SHOUITD PROCEED SLOlfIry, CAUTIOUSIJY, ON A SERVfCE-BY-

SERVTCE BASIS, AI{D ONLY AFIER A CIJEIR SHOI'INC TTTTT IT IS IN THB

EEST INTBRESTS oF THE couPttfY AND tIJIr oF rTs RATEptyERs,
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