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AnlhonyP . .... •• 
A ..... Oenenll Coul ... 

Attamep• 
Klmberty c ... , .. 
M. Eric Edglrloea n 
en..o Meww • .k • 

. a--..•--.. ~ ...................... --.. 

Febru8ry 12, 1- J 

MI. BIMca S. IIWO. Dnalor 
DM8ion d ReGal~& ..... 10 
Florida Public I.W. Commlll6on 
2540 atun.ct OM loule\•d 
Tal.,_, FL 32301 0180 

Re: Dodllt No. 171104-Tl 

I:J:J 

ORIGINAL 

One T ..... City CenW 
201 NDnh FtaMn .._. C33102) 
.... Offloe .. 110, R. TC0007 
r.,..., Floride 33101.011o 
11,....2101 
113-204 1170 CFMIImle) 

·--­,. __ .. ., 

Requ11t for IIPPftJ'dl ~ nllfw d control d MCI Comnuaic8tions Corporation 
(~ oarpoellllon al Mel MMro Acceas Tr.namillion Servicll, Inc. , holder d 
AAVIAJ.EC ~Ill 21M, a MCI Te~ Corporation, holder 
d IXC C..illl 81, PATS Cerllfic*8 3080, 8nd AAVIAL.EC c.tificate 3996) to 
TC lrMtln-* Corp., a Wholly-owned IUbsidiary d W.AtdCom, Inc. d/b/a LOOS 

" .... .-. ~ 
~~Ms. a.»: 

Pie- find r.dotld an ortglntlla fifteen copies d GTE Corporation's and GTE 
;N:J =-- Comrnunicationl Corpcnllon'a P.ution on Proposed AQency Action and Request for r · Section 120.571tl ... lgfartllng In the above matter. Service hal been made as 

~ s~: indiceted on"'.~=··· d8ervice. 

QPC - ·-

: :J: -
.a~-
~ w 'J .,.n of GTE Co~t~or••an 

IICUH[MT ttUMHR-IATt 

02189 FOI21 
FIIC-RICORDS/fttPORIIMI 

...._. 



' 
Bl&nca S.'&.yo 
February 12, 1998 
Page2 

• • 
If there .. .ny ~ ~ing this matter, pleaae contact me at (813) 483-2617. 

~~~.~ 
6"- Kimberly Caawetl 

KC:taa 
EncloiU'eS 

c: ChaillMn Julltl L. Johnson (w/e) 
Commisaioner Suan F. Clark (w/e) 
Commiuioner J. Terry Deason (w/e) 
Commiuioner E. Leon Jllcoba, Jr. (w/e) 
Commiuioner Joe A. G8rcie (w/e) 
Welter D'H111eleer, Director of Communications (w/e) 
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In ra: Alqullltar IIPPfO.,.. f/1.,..,.. d COIIbol ) 
d MCI Colnllu*-lanl Capo~ lion (pnN ) 
CCIJ)OIIIIIon "MCI...., MCIII T~ ) 
s.mc., ~nc.:'holdlr f/1 MV~C c.tiflcllte ) 
2988, Md MCI TeleccmiU1kwl~ Corporation, ) 
holder d IXC Cdclll 81, PATS Certlfic:* ) 
3080, Md MVW EC ~111 3811) to ) 
TC lrwlltl•lla Colp., e wllilt owned •lblidi8ry ) 
d WortdCom. Inc. We LDD8 WortdCom ) _____________________________ ) 

• 
DocMI No. 871804-Tl 
Filed: F.a.u.y 12, 1888 

GTI CORPORA ...... AND GTI COMIIUNICATIONS CORPORATION'S 
Ni·IIIOH ON PROPOIED Nl8tt:t ACTION 

Pw..n to Corm I Ilion Order runber PSC~125-FOF-Tl. iuued J.....-y 22, 

1988, .net Conltll11lan ~ 25-22.028 .net 25-22.038, GTE Corporation .net GTE 

Communiclllioni .Corpa 111un (caleclivety, GTE) prolelt the CommiAion'a Notice of 

PropoMd ~ Action (PM) to J~PPRWe the raqueat d MCI ~ 

Corpcnlian(MCI)nVVcrldCom 1nc. (WortdCom) (collecllvety, Applara) tor • tranater 

of control d MCI 10 WortdCori1. GTE raqueataa hl_.li1SJ ~ MCiion 120.57, Florida 

L I'IPM"' BlwalriiiWIII 

In acco~~ct. ICe with the PM and Conmillion Rule 25-22.038(7)(8) and (f), GTE 

ltatel: 

1. This Petition il tiled In the Florida Public Service COmmluion'a Docket 

runber &71804-n, • ~above. 

2. 1ha Pllllc. .... GTE Corpcntion n GTE~~· 
DOCUMENT ~tJMBER -DATE 

0 2 l 8 9 FEB 121 
gsc.-R£CORDS/REPGRllHCl: 

. , r 



• • """* llddli11 II One ltM*w'd Fon.m, 8t81elfafd. Colt~ 08804. 8eMce dell 

docunlnllln 1tt1 PftiCIIIIIng lhould be mede on GTE oounMI, Klmberty C__.., One 

TM1PII Cly Cenllr, 201 N. F-*lln 81rM1. FLTC0007, TM1PII. FloricM 33801. AI 

explained_,. a.y below, GTE hM a ..._ .... i.,.. in thia proc11ding • both a 

c:uatom. .nd a.pl.ll' cll!e .,....._. MCIIWorldCom combinlllon. GTE NMila 

wiU &niennine ~·In .. whalllele~Mftc.t (8nd, in t&.m, the,...,....,.., .-Kt 

hinder GTE'I ... olhlr Nllllrl' long diiiMce tuinell. The me~ger wtll, moreover, 

t.m camp DMIIr ........ IUIIblrdmljar i~ cam.. (IXCa) from four 

to three, 8nd·br,......,. _.. ~for local exct.nge aervice in aeveral 

Flaftda nwttltl W. ..., ..... In Florida d .. Pfapc:JIId m.g11 .. diiCI•Nd below 

8nd det8iled fur'* In ._ .....,.. .rtlcMvit d Dr. Robert G. HMil (Harria Aftidavit), a 

~In .. Lwlftd EaiiiGIIDCanding Group .net PlcfiiiDr Emltitul d BuliMia 

.-Kt Public Pclcr In .. HMI School d Bulinell, Univerlity :A Cellfamia, Berkeley. 

3. WoftdColn and MCI M¥e ll8lld ttw1 -,.. generet public will rMiize 

1~ bMIIII from a mlf8lt ~ MCI and WorldCom.· They anert that the 

prcpoeld comblnlllon .. lncrl111 ~in 1tw ~ aec1or and 

•eepee'lt; In loall..a•a. .. CITE clip 1111 .. ~~~~· alleglltionlttwl the merger will 

1 L..w taM T. Bond n R. D. Mellon, CCU'IIel for MCI, and J. L. Kiddoo, K L. 
Cooper, n F. R. W, oounMI for WortdCom, to B. &.,, Director, Recordl .-Kt 
Reporting, Florida Public 81Nice Commillion, d8tld Nov. 25, 1e87 (Nov. 25 Lett.-), at 

2 



' • • 
~ .......... to euppott .... concUiona. 

4. .Aa c11ou111d below, once the Commlulon hM the dlta It nMdl to 

~lliDnlnloall.,.ll ......... ~ge,.....inflarida. Theme~gerwouldoamporri• 

.. ...., fllllulk ., ... 8nd 8d\wad ,..... In .. Nllle Input ..... to the 

Wilt 111 ••-fll .. ....,.!'. The merger Ia Hlc8ty to lncna1elong diatMcl prices 

Md ........ _. ...... ln .. ia111dlllt .. ---......... Herrta Nf . .. ~. 

n.. affiCIII-•••t to .. ~ th8l the Commlulon mu11 find then.,_ 

ol eotlllol to be In .. paMc 11...,.. befaN It _.. be IPfWO:Jed. GTE ia •llllled to a 

hllfiiiCJ &.ndlr -· 1210.17, Florida ..... 111, Md ... 01 ~ eotdtioning ol 

the merger .......... undlr Flartda Sllltldll ~ 384.33, 314.335, Cornmialion 

Rulel~.471n2144.73D.nColmtl••lon.,...._undlr._.prcMiionl. 

5. All*'lh ............... tudln fll proving ..... r.q~...a.ct 

tran8W d •*alliin ........ 111111..a. ~ twve given .. Commlllian no f8Cia or 

Floric:t. sa.111. to lllow .. 111.-.111 d peltiel to~ in the proc111 ol glllher'.ng 

3. WortdCom 8nd MCI '*to 1111 1111r • lhlir•Joint Applkldkwi ol WorldCom, Inc. 8nd 
MCI Comnu1ic8lianl Calpwllllan Regenlng the M•ger ol MCI Comrlu*:lltiona 
Corporlllion Md WorldCom, 1nc.-• To GTE'a knowledge, WortdCom 8nd MCI MYW filed 
a formal application for ... .,.. fll oaullol ~ Cornmialion Rulel25-24.473 and 25-
24.730. 

3 



, • • 
•liince ,._. ... ..-or dilprcM Apple:. a' cllfmlllboul .. ....,...., ..,_.on 

the public lrlllflll 

8. GTEntellwdnaticedthePAAbyrMilon~28.1ta8. 

7. ~-mltu1el ilbn.eion tuppG1Ing GTE'• Proeellil 1M forth below. 

In .. ....., to .. ~Ill' Jolrt 0ppae1ion to GTE'I Petition to Intervene in thia 

proce1dlng. GTE .I.Nflld Ill lenglh Ill ~~~~~~~ lnWell • bol't CUitonW Md 

COII'IIllllat to .. n•IJICI enllly. (Reply d GTE Corp. Md GTE Comm. Corp. to Oppaaition 

d Wor".dCGM.Inc. _. MCI ~Corp. to Malian to ........... tiled JM. 28, 

1-(AIPIJ'). • 1·11.)' -.llfJll!ll,... .... GTE._. moll fllblong-dlltance minutH 

WortdColn. WDitdCcln t. nal pnwldld ~ lnfonMtion on IIIIICtivltielln the wholeule 

merkel. but .. Mcly .... , .... dlla lhows WOrtdCom to be the -.v•• provider d 

wholeul1 ....... Cllltwrtl Exa. 2 8nd 28, GliJg AIIMic-ACM, Wholel-. Cerrier 

Rlportc.d, Feb.1-.) M nlrMia..,. dttwt ......._ WortdCom ,_ ._...;vety 

~whalE FliP .,., .,..,...,. • a mi .. d lndiNclly ..V.ng reaidential.nd 

lmlll buli Ill OUIIDIMra. CJTE'I .... ICe • 81ong-diltMce coniUmlr Ma been thllt 

WortdCom t. beln ... ...,. ~ th8n ltl lne ri¥1111, AT&T, MCI .nd 

Sprint. MrnoM, WcwldColn ,_ ~ to prcMding lldv8nced fMt&nl 8nd 

2 ...... - ........ fiOVM"'•IIillemiN to ......... Md to protelt • 
PM(- biiDw). ,_.fiC11"1'a ....... t.. nck lhole flllll Reply, Md GTE,.,_. 
the Commilllon to II~ for eddltJOiW inligN Into thelt8ndlng ialue. 

4 



·~ 

•• • 
~-··II II ultilntfl allliallW'Ibl at. IXCI,._ to pnMdl to rtltln. 

--. ........ II Ill ... tllldlnll' CUIDMrl. Wll'taui80C Ill to t.n, GTE (end ...................... ~ ................. 
for GTE C•IIUnklllfll C'OIPOfllllori. it a tit~ accouN ~ GTE'a 1ntn1t 8nd 

....,Ill Ia .. a ali Jill _.... MI. Covey it....,.,..,.. for lw ~ .nd 

GTEL.ongDIS •llrntlfl• ... •forGTE'aown~wtdeillemlll~. 

Pf-*-ln .................. ,_..,.., Wllaaming ,. •••• ,. •• dillr1bution 

~·· .............. e. would -lna'lllld .... through rtllllerl diminilh 

lnolniNe .., WlltdC• ............ whalllele .... llmll lha 1-.ge d ldv.ad 

~··· ...,... to flllllfl ... clloontinue CGmlllilrnMia to dewlap addition.~ 

whalnlll tlll•n .. HMIIM.8111-20. GTE~t.aiUbeta'ltielinterelt 

in ..-•1111'1 - wlllu•lllllil ••••.,._ for the whal•tlle ,.,.,.. in which it 

opetllll 

~·•••,....,.CIIe ••••dror • .......,.,.tobolhi•.wntopro~e~~ 

melning de. ...... _. II own ~. Ill N..,., qf lw 8 $77 IOd 

The Commilaion hal 

5 



, • • 
2d 471 (Fla. Jd DCA 1111) • • .,.._for -~-!tiel i...,.. ewlalllb•. Under Agicp. 

en indMdull ... .._1) en lr1wY d ~ lmrftediM¥ eo t:t.,..ll• fanMI hi .. •IG: 

AJ ..... ~•, a 2 • 'lrr 
9 rt 9 a • 1n e .. .., CcyJiy v; e.,. ViJID 

liM,, m. 14 FPIC UN (1194), ... .wtpp . 

..... .. Ca I lilian 1011111N1,.,.,. to lw F.._ oaurt8' A4rtqp ... dug 

1111 • en ••IIIII ~ 1118 -. .. IGII.:r doee nat~ ..,ey .. Ag1cp crllria. 

~ ... Ca • lilian ,_ ..- • datlbel lltly ~ inler'pnQtion d h term 

.. ...-eo .. II'IIRDIII fl ... ltllllhelftCtice end ilforrned .. publici ...... 

CD.......a ............... nlld nat OCIM*n thlmtl ..... Aa IUCh, the perwnllerS 

d .. Conlillllan'all•dfWIIII_.. be bell ..... etood by...,.~ 11PP1k:etion in 

... dar .... .._ .. .._ .. lnl1il~d. ._. .. ...,.. .,.....,. atppo.1itg 

GTE'I ........... 

1M CG i2 II EIDn-._ ... lglln. OGIAmed ... Ntlltra end ot. pura.er. 

(even jult PAWt'dpwctwara) ,_....,...-eo provide,.... ..w. ._. • plltnllv 

IUbltMtiel .. ...,...Pf1Dit119lllllftlgtll ..,_ lhe ,_...for lhe ..w. • illue.' 

' "'' I.a. r1 .. ...., " 
0 ra• Tptpqnm ••• E'*Y ... "*MMA 

Strtlct Pwrrt M ' SF' 271 lf·lw ,. Ts'rrrrm AQI at 1M 11 FPSC 7:581 
(1887) D•llill iiiii_,.M fl ,__.. ~ IIMcM fl Jedtlafwtlle, tnc. 
(ACSI)•pwd'•arfllr•• .. ..-.rlrme~IIIACII.-toprovide..W.tolllend 
utera); Ar,._...Ein gfATIT Q n lflw le'Pem 8 9 p, Q; g I CWIIIr 9 

gt Publtc 
CqMnilncl ... t'p p 't • FP1C 241 (1-) (piling illlrwnllon to 8oulhlend 
Syaaama, Inc. tl•rd on II •~riLIIII 111111• • • ,., .. ., rA toii..W.); AT&T Cqnm. 

I 



• 
Theie , ..... , ........... -~·· , .. nun..ble 11 ...... In which CUIIIomlr 

.... -- .. &ftllllllatled ..... for fttdng ....... iiiiiMl In ....... ~ 

Col'llmllllart PI'UIIIIJ111t ...._ ... CUIIIomlr ... M ~ ocnumlf', priv .. l 

1 



• 

1 8M,&aMmlwetr 'Meflwhy'p[df.,...fsrf*IMdArM 
Strytct lEAS) tp Qrtr-r1" M. fir*" m1 ,_....,_, f.,_., • FPSC 9:58 
(1988) (~ iNIMnllaft lo Fladdlllilll...,_.. Cenilrl ~on the belie 
that lla member~' Ulllnllll ....... • pnMdlrl fJIInllrlATA ..,._.would be 
8fected); 8• 51 fpc kfnJII "!nnW .... Al!pypNiy ec.••.., ... Hlrpn 

• 



• e 

irUreet lhcMing lwt IIlLlCh .. G .... 

r.dlld, IIIII~ oniiCh CMn ....... ...,.,..In alw Cllll, .. ~­

cennot In good tlllt IIIPYII GTE'I rigN to pertiaplll In thia c.ee. For..._a, In 

lnt ..... lj" .a. •• 8enctrw,l8-8 FPSC 214 (1-), MCIIUCCIIIfully ·" . I I • • t 



1111 camnu+ dt •--.. in .. au..• In ta c111 ., ~much men lignlllclnl 

--. --=••ran fie --.••~~r-GTE d1lme 1w ...,. .. ...,. Thill Ia, .. merger will 

._..,. ................ ~,....-well -~.n-.cton GTE'a 

to the Commlaalan • e llelllllr•lllrrll~g allndlng on MCI. S..t,q,, Arf"'.P» AI 

I 8 2 
7 

• fll FPIC * (~ ...... MCIII-venllon in prGCIIding lo Clftllclll toll 

reeela., on .. lllililll fl MCra llllul • .,.IXC); US 1srtnt Ccmn, Co.'a Pllltiqn fqr 

II• .. • II Cll""'r" W Wt.D & g LiW PpHcv. 17-11 FP8C 345 (1117); 8qy1twn 

BtU Ill .... Ttl, 
7 5 'M t'$ e ..... m AI: Sbnd I ... StrWjr. 85 FPSC 

buildingl' 01dl..., opetlll to • ..,111111 lw ._..,_. nfllc AI unree.ted 

CU1Dnn. IUCh lillian GOUld.._ .. runber .nd aiD AI poeentiel cueonwa for MCI'a 

~.....,. 

lnq~ I .. Connlaalanp118 .. nr.,. alc:a*ol,lliacert.lnttwiGTE'a 

inWeata .,.._ • wr be..., ldlllatv n -......ey llffedld.' Aa aoon • 1w merger 

1 D1aple .. ,_... ,._, erllflon AI Agrtcp. lw Commlulon t. cl8rtfled ttwl 
llhcMilg fledu ............ , #rid tar. pMy lo gllln allndlng In ........... lltive 
prcaecillg. Dlmal .. ...., , ..... .a.~y lllectlld "*'-~ wiiiiUfftce. AIFf'GMk!' gt 

10 



• • 
occ:Wa,itWI<' 't-:rea...,~ln .. whalll ... ,.,.,..wt.wGTE 

buy8 m: Ill tD 8 ftlt lltl upan wftlah II lang clltaiD bullnlll depend~. By MCIIIity, 

..... 1 a 7 ,, .......... ,.anlnlhlt ..... (• ........... ~ 
' . 

........ )la....,aa .. I•W·IIa•DDJed. Thedlcrllllln .. ,..._d~ln 

thia C8M ...... .....,..,'-"' ---dthe .......... ....,. d ~ d 

WortdCoM, on ..... ....., n tw at. ~ C*'rilrl, on .. at.. 

Whol11 ... ,___.ll1111nlalv oontralld by .. four llltionwlde IXC1 AT&T, MCI, 

'WDrt.CIIR 8 .111 ........ ~ Nllllrllu dlltinguiiMII from AT&T, MCI, 

Md 8pftrC. ............... IXCa. whictl ._,. .. Gig bl•ldl flam In end UMr 

.,.,..,.._, Wld.C.. ... piii&Nd tD rwly on .. Rnlldl d alws, IUCh • GTE, to 

00111 ..._...,. .. .,.., •••• dontornllllra. 

11 
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• • 
own~' ...................... WoltdCam wll811o. preclci*Y. be nu:h 

.._ e~~g~rtD -fiiiiiWillllll M a rllllal .. ~. lhe combinad MCIIWortdCom 

C81iriHIII-GII11 n• ..... laHMtiM. 8111. 

l"hh ... lfWIItiCtit • alllnUIIIng tan. In .. whal11111 nwt11t wll, ot CCUM. 

111rec:t crrE-a...., 111111.., tn .. deull~ and rMillll_.. d.,.. efl'ectively 

~lh•ul'taiUIIIIDrW IIIII r.-_.. 11M. OTE'aiNirell II nat julia competitive 

or ecanamlc llllltut. GTE II nat IIIIi II to be PfOtl*d from oompetiUoi'i: 81 PfiiiN. it 

il nat even a 11q1•1 r if! .. whalu111 ,..... R81w, GTE'allllnll II In aautng 

.. kind tl• •n• ... • naa•••-r to give a1,.... partidpanta a fW\tino ctwa 

d lUCie 111ln ......... •t.alangodii .. D ._Ilion c.n ftcutlh In FlaricM. The 

-.tqaetarMII..,. PRmtn .. endUIIr~D...ut. IIIHarrtaNf . .a12. 

,....Iaiii ~••• _... (+o 111d In men del8ll below) PfO,.. GTE'a cancam to be 

men'*' .... ....,. ..... 
Or. HMie oonlnnl .... •1 ~. the Pf'OPOIId nwglr would have 8 

dilplaparlal & -an tw,..... MgmiN otthe w.e..a.nge nwtca • Harria Nf. at 

18. He aDtiMll ... GTE n Flortdl oanunn would be Mrmed ~ lhe polt.....-ger. 

' lace.• WDr".C:. lldca 1M ~ NOOgnlllon of Olhlr IXCa. It h8l 
punued a ultDIIIIII .lila' ltll Me...,.. the"""" ollhillmportant rnMcet 
MgmiN. .. Hlnta M ... 7. 

12 



• 
,. •• i.,..n..___., .. ..., •• ,....dan&.NOidllolledll•• dCOIItlalis 

• ._ ... .,.,.. .... ,.uu.a~glldnl.-toaddnn. lnordlrtoappr'OVethia 

ll•llahnGnOGIIJ Wartlnllan ........ GTEt. .... ld ...... COIIOimltMtlw 

,.. ..... LEJIIfl II .. I.IR.--..Ieulll lang llltiiD, ..... locll. GTE'a 

itlnllln flllr _. • -._..lilian In .. ,._....., which II 01*'8111 II coneoMnt 

_.. .. caml •'•ta••.._.,,....auchflllrnt8aclhe~ The 

pra1111n .......... •Ma•roulll..e eo~•••-GTE t. N111d 

Aa ••••• ..._, llj .._. ._,. pnMded,. Comml111an no facia that 

.udllaw .. CUul I'IMIID 111111 .. P'*IC itlnll .... ofb Pfopolld merger. 

Thia ..,.. .. dllll • • fl---. be uaeA.IIn ~ GTE'alhawtng d aubltaNial 

about GTE'a d•-•alun of.,.... ..... illll..a. '- lhould be reeotved in mar o1 

GTE'a rWtl tD otltllflll .. PM. 1hll C8M tatoo import8111 to b ful&n ol Flortde'a 

tlllcammunic Ill aM ........ to do~ oiMr than .... 

~e-....aPIIIIJ8,._,...._,.1•1«~•1Gfttt.....,.· Evenwhefean 

lndMdull•••...- 1111 •• ....,_. .. Commlnlan...., IIIII allow • prallltanl to go 

torw•d I he eM ...... Ill ._... O'WWWhelrning twrm lo lw pubUc ........... • J.d 

13 
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• • 

fblwmEft" lr!aiM_•...,.TATQIP,8 IIC 'plmrlpi.INFPSC 

~llll.r111•11111U11Wellald•._ pMy'apllnlon~rltlanlnpMiculer 

nwtcMa. Few r1•••••• 1n Td fiM 1w QTE flcrtste m 1p ••-am Tql Qpllqoll 

Ceiling •yr. .. 11 FPIC 2m (1-), Telul ~ • .,. IXC, 8lk8d the 

nr.LATA 1111 .,aaMI ...-.. r-. ..- thlt 11a OOflllllllinlllboul ._..., r.iMd 

.ligl._ll.llll•lf....,plfllllqtolnnLAT~tolloompelllon.• GTE 

Olf*lllll I MIIWIIIMU .. IIftrl•llloomllrllll,.. ..,_.~to w.,.lla helr'lflg. 

The CIJ 111111 i Ulld .. - blaed policy ,.._II to r.wfenalw GTE 

.._.,. chlllflll• WI-wilt NgMt to ln&enMdie ~ ol Florida. In 

a Mill I'll)' I •ad ,__ ..... I_. • cu.eam. d GTEFL'I common line MfVicel 

and. poelllll Mn ..... ~. In addition, lnlerrnedia lt8ted tt.a the 

.,. IXC ._..lie declrlrn to permit GTEFL to book DC8 • common line .. ...,. the 

14 



• • • 
l6gnlfalll....., 111 • hll need eo belldchllect' ..:t confirmed 1Crall8ndlng • • 

~ fll GTIL. MDCC •opeq~~~g ........ CUNni regulelory ~· 8nd • • 

pallnllll ••••arlnlt111111111 privlllline_.._. lnf8cl, .. Conmlaalanbn:lthe 

....... 

irMJMI~ga ....... IIJ Ill tlltr'llft two olhlr .-... dllf*e .. ~clone cl 

... pMill. 1M,., 111'1111 aiiOII .... lz8d the compledy d .. pn)CIIding Md 

ltlfrd: -we,_. fll:lllfiiiJ lr.dc1Ud IIIII one ol._ pertiee' goellln Commiuion 

ptacrrllr~g~lhauld be to edualfr .. CommllliorWa ooncernlng ._ ..-.. • illue. 

I brlrM IWI FMCA'a qu -..ld _..In th8t gDIII Met l.,_efcn uphold._ decilion 

eo..._ FAECA tD ....... p :t'm qf Jmetn Ellc;, Cqqp,, Inc, tp RMp1v1 TIDitgrjll 

Educ111an fll .. CoiMtiJJion .-..,.. ._ touchllone for~ • dieputec:t 

Yr* tow •• g 'lrM+'"1 Dg 'twC bv Flgrtdl pwwr & UcU, 85 FPSC 387 

(1895). 1NN, Flafldl .... ..,...._ • ctwlge In .. ~ P'-*- cl Flarid8 

Pow. & LWC Compll-r (FPL)--,.. Florida StMI'I lllclrtc coati Met thul twm ita 

15 
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~ a ·IPOO ~ @Ui:J '(tJ9R't 

=st ... ,. .• iiRf( ........ jb '65 'Ill .... IPJ jb Udllld "' •Aneuf:t 

'()£~ 
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• • 
Callli•IWi ............... ~~~~~~-aa ~ Amerlcln TIIIPilOftl Compeny 

lnd liiiD-.... fJI Flaftdl. Inc. • ~ W. In ~belie upon which to 

............ - ........ ~ llruc*nl .... 811on would bl MqLftd to protect 

8gllinlt 011 Ullfllfln. I bnt bit •NATA lnd 'Jill Dam • ~could bl 

u •• Mill: da dlllbr .. ..,.In which • Nql.ft erwg~lleted utility to orgenlze ita 

~1--IJII'IIIol .. Wllbi' ..,.IWNATAendTIIIcom. -~. fMYblebll 

dodtet•a.-rtr.• 

~-........... fJie.n.,. pertkUer ~for the dilpule .. hind. 

HeN, GTE ._1'1111d -..o111 • IIMU .. fubn ~ 1111~ mertc8tl in 

Flor".de long IIIIIIIIIOe .... •1oc81. And the biiUonl ol doUer8 II ltek8 in locel end 

long-dill•• tiii.....,.IMDt•....,... In Floridl Olft8inly,..... the Commiuion's 

... II 11ft ....... llflllt11 .. ,..,... far •0\WWhelming hwm to the public interelt. • 

GTE ....... proM • CM help ldiiCIIIIIIhl Commiu6on ebout thlllfectl of 

the m«g~r. ~ Jahnean abllrwd thll GTE'• comrnen11 II the ~ h8d 

PI'Oft1*d t.to ...... _. dallll; .. palllllieleft'ecD f/1 .. prapDIId "*get'. (Jen. 

7, 1888, ,.,_ Conf. Tr., 11m 10 (Aeenct. Conf. Tr.), 11 35-31, 48.) lfid11d, tt is 
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...... 1hli tppllelll~ Milly., IIPPiiCitiOn ..... but ............. 8nd • ...., 

page IIIII II llatDidtl .. llall-..tw ......... ......_, ......... ecopeol 

Gi*IIIIDn. •-IICIII ....-ceo Florlde (or_,...._. elM for lhlll m•• r). To GTE' I 

1nM11• ... e. nat 111 •• clloawwy or at. n·1111g811on fllw ~· clalml 

.. tha ... IF would ....... oampellllon and .....,.uy blnllllt .. pWiic. The only 

critical •••lltllllan fl .. ~~~~· clalme t. been tam GTE. 1111d on jult the 

aiticll eo --• 
befcnll 

Aa Ita CDIITIIIIItn ,_. ..... the '*-Y 7 .,.-, when it ....._. the 

llbll8dale 11 ,.._ .,.._. -ldd1 lhoUd ma~tw•,. Cole111111an 1o IOicl.u:.tioilal 

inpul and _,..1*1111 .... flam ......... thWd partial, - It - done in .. put 

when OOIIIIICIIId wll'l - 1-llld ... , In thil ~. GTE'I ,.11111r-a1110mer 

GTE i1 ......, ur-.. for II llle • a ,.1111r and tw NIO&RIIand Cornmiuion 

...,.,.,_ I c.t "trw eo lhia PIG !:II Icing. Ttu, ....._,the ,. •• angle II c:ritic8l to 

~ ..... II Dl'an'l tiiiOI on OOMUIMf'l, the Cornmiuion II not likely to get this 

~ ... GTE'.~ 
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the m.,g.,· .. be. • .. titltll, .... • bed far-----. I .. 8llow GTE 10 fully 

pertidplla 1n ca1ta,r • ettiUiill ...-din 1111 ceae. 1 ... ••• dane in._ 

nil-Ill - IJJ a ted, • lllllt powtlicnly, on.,.._..~ • brill._, lhlll 

did not ~no~~.-.. lilili .-a .. .,._ .. oper...._ in Flortd8 • 111.-... Aa 

nalld. ..... no CDtclt IIIIDii lnuldlglllon ~ thelrWIIIICIIan. The PM Ordlr't entire 

public .._Ill dill I I'• f/11111 ... Ill .., ...-gar 001111111 d ~ julllwo oonclulory 

•lllfa& 'WI ~III ....... ID ... WiaddCom twve mel.,.~~ Section 

................. lain .. public .......... .nd 

wt!pplowei....-1DIIalln314.S3, FiaricM8t8bdll.• (PM812.) 

1111~ an .. IWIDII ... 10 W, .,. ApplicMia heve ~ been given a 

............ ,. ~ .............. On.,. 001111•'1· Applicallll .... llllrmatively 

prove thlt .,_ N I tahn lain .. lUIIe itllnlt. Undlr leCtion 314.33 ~the Florida 

St:t 111, .. •r.llttUIIIId -~~~ ••• occur unleu .. Commiuion appro we. it. The 

... lldaldfar .......... , ....... ~ OOilllolla ........ be in .. public..,..,....-

18 
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.CIII u• •• -· IIIIL ft Con11 lilian ...... under ...... tlllftd rulel. 

D•••• - .. , c ••• .. ~~~~,_. pnMdld no lllformllion thll would 

pmnl ........ -, .. ..-.,.,... ... , .... fll .. Rnllcakn TheN .. 

no f8cll llllul .. Ia c.rrn • ..aape rl .. ,....,_.. ~11' operallcn In Floridll, 

"*IIIII I'J'I ........................ O:tlftlpl, «lfftlllllg .... lhlit 

mlgNhlfp..,palt'-AIIIII'IIIIglliol•tlbout .. .....,..aeleclon~8nd 

on,. P'MI b' 1• 1ft 111..a. '"'*........., oanclullonlt-. beM Pill lilted In • 

reletivelr I' I f 4 ••• en~~ ........ ; ,_. _. Clft8lnly no ..rort to t.Mor the 

.. .....tRift .. cll*.._._ 001101m1 Ill • 001111111 to 11PPRM .. fMtOI' b11ed 

IOiely on .. ••tt~R•II'• --...y plellllldee, ,.._.,.,on -*'II,.., 

lMCIM'IIIIft .. lll ••....-nduellll•tD ....... IPGIIIbleefledon 

IOCIII_.. ........_ ....... • _.,the Applicenll .... the Commi11lon thll the 

Conm1111an II ... I .. ,.._. one til .. r.w nr' feclllti11 bllld competitcn in 

be mede taM- II I QJIII II 1111 the ........ Mve ullrty f8lled In their llllllllary 

dLAy to,. ...... Czu 1111mn .-. .. llllbnlllllan 1,... to..._ en Informed decilion 

llbcU .. .._ .-.. ,..,IIIII m11alan on the~ Only through lla own Nee•ch 
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til._ .. Ca r'rr'l n,.. lllllflrtrd..,... OM Otlhould be pulln .. polition 

c:l CJ.IIIIb IQ ...... Clllt£1111 .. ANiatli oplllllionlln Florida. The Commillion 

hM mede _., ....... ApJI•IIIIn Hllllflr t:l CDIIIIol C.. t-. lw tudln c:l 

proof, .nd t.a- IIIUil pnwlde the Commluion wilh lw infonNIIIon it n11dl to 

dl .. mli• ...._ .. IINIII FE If •• I :f'ln illn lw P'Mc 1111111..._ • .a.....,. qf Mllrp 

cOO!D. ,. .. 115 "I•• t a1 IXC Ctrtlkst 1p PnO Cqrfw! sv 9 

, fl LMt 

~(DCC)_., 
9 

....... 1W Comml11ian wltltwlnbmlltion we need 

to ........ d••• ... f/1 ...... • illn .. public lnllrell to ~ ....... 

UlignmeM 01 .,..,. f/1 .. .a 111. Thil burden ile joint one cerrted by baCh the 

tranlferar ............. ., 

GTE .......... to, ..... CornnWiion cwWJt cndlbly eel upon, VllgUe 

duty to 1UPP1Y IIIIDIWI llt:tn 1111 wll P10V8 • dllprove their 1111rtlonl ebout .. merger' a 

~Ill all .. a-., SIFL ... ,.,, ..... nat vokdlerh ilfanMion neciii.Y 

to put fol•lfd ..... Isle a.e for ...... 1 then .. Commillion lhould either 

dilmill,. ...... ,. 01 MCIUft h ilfanMiion to be filed. n-.11 no rw11on, .nd no 

• Rule aat .. 71D. tot•••11•.,.• o1 MY Olftlklln . .-o ~the 
l8nguege rliferr'ed to ,_In IIIDalllton wllh Rule 25-24.473. 
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Onlr ....... Cl II I PI ' ..... .., ................ decide ....... it 

... ...,,, ........ dtDclngntheir~toprovethemerita 

d .. .....,, .. c-r•••• w11 a. baed into .. poe111on d t.~c~~~g impermillib'Y 

abll•y ealion A PIMo 111111 ... lnqa*Y Ia MCIII.tiy f8cl~111d. lui Iince the 

~~~~ ._. PN"'*fl fMIIIII. Mt,.,.. dldlian b111d lalely on lhll ~will 

-.o a. W"JJ t11d llr _,liill«mll lillglll ..,..._ The PM rnere1r Nelle thlt the 

,..,_.,_....,_ I .. PM ..... Inll. hin, .. dlcilion would a. • teJdbook 

....... fll ...... lll~lr ...... , ... CIIIPfk*JUI acllon. 

IIIIIUI .... In ...... CoiMIIIIIDn t. ........ chwn Ill publici ..... 

conclullanl .... llfiJ Dllf ...... willout much evidlnce 01 anlllylil ptoblbty 

._._ ..... F .. dr ... nalbeln ..toully ch8111nged. Thlldoee not meln, 

c=- (which 8 ....... chal-.cQ 01bl GTE II 8dvoc81111Q a ct.nge In ... ldaldl. GTE 

only ..U tw C•• 1111an 10 .- .. erWkm public .,..,_. c:rtteria to men doMfy 

evalulll .... ll'lllfarel. To 1111 end. peel CornrN11Ian dlcllionl COl Am - the 

iuuea GTE "- ,.lnd ... In t.a1, ,...v•ll to lhe agency• merger ••••ementa. For 

lr.._a, .. Colftn IIIIDII 1111 ,_found bl a ,..II" &.ftdlr ,.._would, tf approved, 

provide·~ ...................... A'PP'Ifi'A cpN""iJn In flaridl.· 

8m 71 Rb ''Ill ell' • llf llwtd Twp-*tJ'sl fWrrHid. 87 FPSC 10:320, 321 
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(1887) IM.t I r' ..... ••••tr.ln rw•rn"' frr=S 1 *'''"' qf lndDd Ctww 

7 , a c;q,, 17 FPIC 1:15, • (1117), "' Comml11ion 
• 

IIPPOJ8d .. &Ill$ IIIII •llllf ---.. melged entity would pnMde •g ?''v •tiel 

in11r11t. • ...... 11'1 11111111 J Even MCI hM OOfNCIIy ob11rwd lhlt h .. .-d the 

Commlnlan ... IJJIIIIIR .. ,...IIwhllwllbe .. ~on~· (Aglnde 

Conf. Tr. 11.) 1"-CoiMIIIIDIIC. ti1GI. d eo&ne, ev8lulte lhelmpect d h merger on 

canu.a ... ,, ••• Ill to eupply .. feall niCIIIIfY to oarrobol .. lhllr clllml 

d in«l IIIII I MII ••• 

B•w•GIE II nat 8dt ac.ling q a-ge In ll8ndlrdl for nwg~r r•.-t.w. there 

is no-. fl._ fl .... fila a-ge In ... .-... Applanll will be 8IIC8d only to 

t.. no diN tD _...rlln lboullwl1 Aa nollld, Applala .. nat•llllled to~ 

~lilt .. 111111at• In lheir ..,UC.ion .. true. And ._. II nothing in 

Chllpelr * • 111...,.,.. t.a 00111111 .. the Commlllion'a acape d MView tA the 
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~- ti:t'll\_t,JI IIII ......... Con11IJJIDnbiiiJ& TO .. CXIIII-r, ... JUlie 

i__.. II I •ord lltflllth llr .. ~ot•n oanferl upon .. CommiiiiDft .. blcedelt 

pa Ill*... • ..... 'ts:lnll.., lllf'C af .. Rnllctlan ... biii1Y81 .._ .... 

competition .. - I 011"1. Alutng .. deull..,_ll 8nd mllinllnMoe af f8lr end 

lllciiN Cl., IB • ..C Ill -~ ......... af h llletelllld oonunlt blnlftla 61 lit 

.. ,_. af .. C1 ur 'n'J ta ml ulawL •a, t,q,. Fla. lla, eec. 384.01. I dlfteelogic 

m .,. • ., ..... c .. 'Jo'•n lhould ~gncn 1111 objlcliwe 1n the ...... at'* me~ger 
rwMw. 

n.. • ...., MDII • ..., .. Col111 Itt ion lhauld demlnd infofmll1ion from the 

~lll•&l'tP'toee .. a .. pYIIcil ... _,~lnl1ilc.e. MoltaiMoully, 

........... nat..., ........ heel In .. end ecape 8n')1ime 100ft. Th61138 billion 

mnnDhn,__. donfllnd • .. •alit "*II' In u.s. hlltory~jult thel8rgelt 

1111 ca...,. ••-_..,. Fure., It • • combinltion o1 diNcl. -*-1 oampMiorl. tt 

w11 ,_a.,...,, win IMIIt .. lallgrdlll.nce end local ,..,...., Aa ~ llbove 

(and In .................. FCC), this 8ipeCI t. men wgent public ..,_ 

implk Ill•• ........... ~~wa~u~~ ... jull potentilll oampellln. 

~. til II .. lr'll ....,. fMIVI' to came before the Comm6uion Iince 

~oi .. TIIUIW .... NIIIat•Adaf1888(Ad). ,_Ad.lik8the1885rwisionl 

to c....- 1141n ............... Commlllion In the role ol fecitlt8lor ol competition, 

24 
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w.rin·• C ·" C??CS • It e't Nov. 17, 1117.) In,_ new-.,. Comml11ion ia 

ct.gld ... -- IIIII -*tt 001 ............. oamptRM 8nd gr1 .. 1r 

oonNMrtt,ll£& 1NI-Iflflll...-tllplk*ln~a.w: 

Fla. ..... IIC. ... Ot(la. 

The C• IIIIIR ... ..-n OCIIICI'I .. 8diane to~ lhll new... I t., for 

•n-IIWIIIIIhtllf ullllhapa••lraiJIJpao.deddlntl111 ............... 

ol oamp tlhlanln..., IMI1atll lui,. pro.ec:IM 8Ciiorw,. Comml11lan t. ttu fat 

•"'*'"* rrrle•.._. .. ....,.,__.on,.public. GTE.ndb~ 

..,.. ....... rrSrnll ... tollaal .. ct..Jtlap..noloan,•IUon In 1oc818nd long 

tl ............. Fiarldl ......,., condition II~· 

In tNI ......... C..IIIIDn need nol be OGiamed thtlt ill own nwiew will 

conlict will - fl .. FCC ot tt.e Jelltioe Daplmwt. M Commltliai* Ct.k 

"' ....................... Jtlltice ~ doee r.oiiiPPf'ove mergers, 

ilonlr ,.._-tar llllnl'tl ....... lhllt ,._ beoarne •lbjact lo ection tl they .. 

not ........ (Agalldl Conf. Tr. 20.) NwJ bolh b....,. pelt 8nd pr111nl FCC 

Ch8lnMn ._., tar "* ,... lrwlad ,_ .._ to become men 8Ctive in merger 
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............ lndllll. ..... CMirmM H&nl atlllfWd ..... ODIMlllrnentl end 

OCidlal•l u Ill !tin ..... AIIInllc>HYNEX- .... ~ ............ from the 

belt preol11a fill .. 1111 II In .......... thll .. not~-•I-ll wMh the 

b&.A fl .. I ¢W •alii at• br ........... .net thll c.n be •~farced ellw Ill .. FCC 

01n public II.,IIIINII)rlll" ·a II a-.c•llf ~ ..... ...._join wIn promoting 

OCIIfl W~~npaD•t••tn••~~C~~~crtwllt -....· (RemMca br CMirmM R8ed H&nl to 

on Oct 3. 1-.) Aa Clllllwl8n Jah_,. naled. cu..- FCC ChllrmM K.-.wd hu 

,. •• , ......... , Cltat - ........... lboul .. need far 8Ctive ..... lrwotverneN in 

u ltllll .. -Ill' ..... CAgllldl Ccd. Tr. 21-z2. 25. rehlir'mM tud Ml begging 

for help ...• - 11111111 .. --~~- .net fwku 8nd w need men inpul from the 

....... ,) ___ .. lti ... IIIIICIII .. ~ .. mqer. onlriWCommiuion 

iainapa Wmt111 ..... _..,.,,....._lmpaclonFiortcM~. JlaH8rria 

M . Ill I ·11. J4. 1NI CDIMIU'I n'a .. lhauld nal be Nllglll d to .. fedlr'lll agMCill. 

In -r ..C. thll Conil IIIIDn hM ,_.,.been balhfullboull8ki'lg the lead on 

~arCM~PI: tnllt1•• J•••onwtllchalw'...._twve.,.,..to .. FCC. So 

ilia JIIIMI II Y •• , ld haw .. -Cornmla;ion oauld ~ ..ey on federlllllglndM to 

protect FlartcWa 11111r1111 in lhll -· a.ped81y when olhw (in 101ne .-.. . .... ~ 

active) ..... OOIMllllfllll .. fDiglllglhlld will thlir own "*VV' *lew PIOCIIdingl. 

Dw.ctor fJI ColnnuiiDIIana D'll1111111r'1 cano1m about .. Comml11lon'1 .,...,_. 



•• • 

A MAliN lUI ...... requn _, dilclJIIIDn af ........ af a m111r betjond a 

brief 11111-· fl N .11J flld tlciiiiUII and 1he utilllll f8CII to be proJed (lei forth 

*-· in eeclon 1). GTE Med not pnwe ar¥hing ll thll point and lfid11d, cafinol and 

...... not Pf'lllnlll ... - Will .. Applc8nll have euppllld .. requilite fects 

pYpelti18tl ''flfl .. a' I'D af p&Mc iniiNit benetlla. The-*" 120.57 hl.-ilg 

GTE ,_ N' rr•r" .... "ntrlll d me .. af fulr In\ litigating a dllpllld me~~er. 

Nls .. lllu ..... ar .. .,. .. , cW•ill and.--. .... i ... on 1he public, 

and..__., ... ,, iW ... 1111 clll~d for ilfDrrning b Comi'N111on ebout the 

.-.. .. fl .. l11 •In 1111-11 t18IT\IIIeld •lhll poiN. 

The• I ........ df* and open competition in .. 11~ .. by 

now_, .... • r r· a L lMidlli n c r?lan af oon!plltition wllh 1he public 1ntere1t Ia expUcitJy 

~In .. ,..... ..... II: 

The L.egl•t•n tlndiN 1he con~ pnwllion d 1111~ 
MrWio11. Nludlng IDoll ..... llllcornrru*-lionl eervice, II in the 
P'MO ......... wiR .... CMiaiMrl ~freedom af choice, enoourllge b.,.....,. fl ,..,,,,a a...,* t"aw• •viae. enciUIIOI tlehtialrJGIC8I 
iw•hll'ett. ... _....h:tl ltMinleii~IGllinfr111WctuN. 

• Nail II ............ fl 1he IMigll, Mr. D'He111111r would heve pNferr.d the 
Cormll111an dlllrlllllllft on .. "*"' and to revt.w the m11111r Mther to·- if there ia 
anolhlr ... ,...eo-......... IIIII t1111 we rMdl.· (Aolndl Cont. Tr. 48.) 

27 



,. 

• 
Fla. ..... - .... 01(1). 

,... .... 7 ...... Cclm'lllan'l • ..,. d .. merger .... •81QHforwwd: 

Will ....... IMRIII ....... In llll ....... bll...-..? If 10, It II in the 

"'* ....... • ....... •ft'Y to .. p&Mc inl8rell 

Gil····-.......... ---II In, .. Commillion .. be compelled to 

~--.. 1*111. PflGPDIIIt II nalln .. p&dc illll .... The proal willlhow tMt 

i. .... ..... ,.. - ........... COfi'IPIIIIive dlnglrlln ....... for whotellle 

long dill - ..... ,.... lang dill8nr», end leal ...... end .. •r..u~~[J in • 

~--............ HMtaNf.al24,3-4. 

A. ,. ..... , ....... c.tlpromill ... ......., ol 
..a Cfllllllr Mel Advenced ,. ..... _. ... 

lw curs lladllldJII. 

Aa ...... _. .... In GTE'I Raply, end Ill the .-..y 7 egendl, GTE ia a 

eut.t.ltilll allta- ofwartdColn'l whalll ... MMces end t. a p111,_ i...,._ in the 

,....,.. ... of 111 ... _.. Ban In .. whalaaalalong di1181 .. mMc8l n.t I1WMt 

coneials of .. IIJIIJir fill* ---- , ... minulel of ~ 01 llllld fec611iM) and 

advanced ..... (auah .......... 800 ...W. end VIrtual PriVIII Nalwofk) to 
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kqcllllii .. FIIIIIfl_ ..... _ln .. damlltic,.... ...... -AT&T. MCI, lpriN, 

Md Wortcte.. M nabd, Clll tltlt• WoltdCom t. e w Wllllf ltW'e d the 

.t.allllle .......... , ....... --end. Ia the a.v•• pnMdlr d IUCh capecily. 

In f8ct, .. HI 11alon ....., _..~ . .. lop two whal11lle .upp~-. to 8Wttched 

............... .,. MdiNN •••• whallllll ~II .. to bllchllll Nllll ... Ill 

..,... Nf . .a11 ... E-. 'Diftd •. 

WcltdCoM ,_ .. 111J:o•....,... whal11111 IUPPIY .,.__,. • ita m1.,. 

~ MrYing Nlllflint'lf end- .....-ru1 OUIIDmers. n.t II, ,...aiiQ lhet 11a own 

tnnd,... II ..... w•• a•• '11111n .. Nlllll,........,.. WortdCom t. followed • 

1trW8CW f1l dl*lbuling II •ulnl..._ Nlllllrl with known bl••· IUCh • GTE. 

IIJtwriiM. II7,11. 

In COl*• .. .._IXCI,_. ..... will more •••In .. ,.... ...._ 8nd 

lwy gil .... Ulll Rill .... UgltW br ~ ...wtg ....adentiel end lmllll bu8ineu 

customer.. Thllr prall ..._. tom -.al••• ..vice~ .. ,.. ~. mlldng the 

whole1ele ,...._ • IIUIII ........ ..,. ~ medw1ilm for them .., for 

WortdCom. N • .._._,AT&T, MCI, end lpriNincu en opportanty coet wtW1 they 

sell wholll ... ..vice 01 ~toe Nlllllr. I ,_.lerl ...-gill tremc from 

raidentie!Md .... bulinlll ....... tam whom,..... toll rnergN ... Micent. 

then the opportunity COlt •naa111111 .-. Nllll II quite letge. ~. exiatinQ 

~ ..,..10 AT&T, MCI. endlprtnlln .. whal11 .......... liftlld though it mey 

be, elmo8t certelnly II due to .. PflllrD d • oompetitor (WortdCom) lhel doel not 



• . 
difdy..w _ _......._..IIIH1n11Nf.ll7,11. WlhUWortdCom,the 

olw IXCI i Illflllr .... ,._. • ._..11M vlganM whal11lle .._..... 1tra&1gy. 

c..-c1r lftd ...... ~to Nlllarall bo11t1red by .. ~~ GTE Met 

ot.ra. G1E ._ bnt WDIIdCom to be men wtUing than,. olher 1-ae f8ciUtiel.bHed 

IXC. to .._ • lila. ... lftd Ianni to NIIU... In addition, .... WortdCom 

................. d IXCa '--........... to provide to,. ...... WortdCom 

t...., lhiMn ••2111.._.tD .. ,..... plalfonn in olher *""• wall. For .ample, 

WorldCom •• Nllllra tD 11-.n their CUitorMra thM WortdCom Ia .. ~ing 

,..... to ........ Man•lc Lang Dillalw. with "the,....... Met f8cilttiel necel181'y 

to providi..W. to llrge and ~ bulinell CUitomerl. 8nd noted .. the 

,...DII__., .... ,....,..,.a.:ne, • 'WortdCom ~--in lhe proceu 

of beginring to dMt etap ._ ~ bulinell featLni.• (Bell AIIMtic'a Petition to 

Deny .. Appt l"~ttafw.tdCcnor,in ... •n•rl"laiM. to lnii)Oee Conditlona, WqddCOIJ" 

loc.IOd MCI pge r,-. CC rM NDI.I7-MM Met 97-211 (FCC u.rg.r Rev~Mv), ...... 

5, 1988 .a14 and Aftp. I, MdiJI ~ ..._. AAJ Buchon.) In ita Petition to Deny lhe 

,.-ger ~. TMI, ...., Nlllar, ooqUined aboul Mere ·trMc::Mroua .net 
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• 
MCI.• (TMI'aPII.tnlltDMr, FCC lllrger"-dew, fillet& 5,1 •• .a2, 5.) 

l/. 

~ DeoW lllln. 

No.._llltlll_. •• .. .....,..._ Only AT&T, MCI, SprtN.ndWortdCom 

The ........ &lltdfl I lf ... lllliill : Cf lcir .. IIM .. J Ngionlleupplllfl thllllec:k 

...... ltll .... llrflf 71 ............... 01 diYerle routing .. 8dvMced ~ 

CIP.8••n Mau•••.-·.._• Zar....,.._,.highercoll*"'*'-'*' .. ~ 

IXC1 .,.__'-....... ,_..a NIIII'Miy w t.ndeml .nd .. few 01 no end oftlcel. 

TheM 111 fi'8IIINia "*•• 8110 ._. ,._. poinll d pre11noe (POPa). Ant,.... ... 

indnc:lly) P11Y higher 111111 ~ .. tWrtl Nf. • t,11, 22. 

\WtJIIJirdtD U .. I.IJe 1111111 afthe merger, WortdCom'a combining wHh MCI 

will ctwtge WortdColll'e tlctnl• n ,......_In,. wtaal•••••,..... CurNndJ, 

" MCI-.. .._., cN101 t1Dr GTE In tw ~II an wan bJ WortdCom. 
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. 
Wor"..C.II .. tll .... toallrrtllllrlflvGIIIblefllllend-....S...._ 

._...,.... .. ,...-,..arion fill ta1e1 bulln111 In,........,....,....,.. 
Wor".C.. ...... , ....... ..,.., deriving ..... ~~a~ ...... d Ita long 

Mill .. _,..., M -·-.._ t.n Wllconq Nllllrl • a dillrtbulion c:lw.--.1, 

wa-led ................ would dirr*'llh .. Applanla' piOftt ,...,. by 

cemibtlllrll ~ lu ai!JI .... .....,_a.. ... Herrtl M. 1111. Thllia, .. 

linll .. ,.,... til ................. thll It offer~ to ,. ....... end cllcantinue 

~•••lap--. .. whallllll ~Utiel. 

In .......... _ .. .-gil .. be .. elilinlllion ol .. •......tcl( eupplier 

and .. ~·IIIR flll.l ai!J8 ,.._ t.n oampetillve prldng. A11ldll..._, and IIMII 

~ Cl.lllaiiMra ......... ,. •••• ,. will ~ hW* ..... far whollllle 

warda, Mt ,_dan In .. ...-, fll GTE and other Nlllllrt to compe• in the long 

.._ .. ..a•t .. ..._ _. hW* ,.._ for Florklenl. I lw merger C81•• 
i.,.._~ge ...... tD llle by • llltll a I**IY a minuel, Floridl COf*I1W'I would be 

war. of by CMr 117811 •en per,_., or lbout 130 per houlehold per~· Ia Hlrril 

M . .a 11. "TMrwiiiiiO be tut ..... Nllllrl wtll be denied accetl to lw adv8nced 

CI!PIIb••• '-need to _,.Ill lo Floridl COf*I1W'I C*t8lnly have 118ngib1e ake 

in .. ~-- " .... , ..... ,. ••• .,.,to complll ., ....... ..,.,. 
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,...... ,. • .._.u .. Jitalldhindl(•l8fllllll hW*prloll8ndarMIDdrMge 

o1..-1011111•~ &Itnla .. p&Mclnenll 

GTE,_,_ rnt~ 1ft .. m.glt'e twm to tw whal111111ong dilllla nwMt. but 

.. CMlllliiiiiR ., .. ltB1UIIII .. tall In lw f\111811 ......_ Aa naeed, 1111 vigoroUI 

.naiiiiii ... I•Ift•Nullbly Ndo&N to the~llolthe Nllllr'l ~. 

rMICMii d a .. CID ., ••• In lw f\111811 mMc8t. In jult one concluloty .. IIWI!Ph • 

. 
... .._.. ..... .:. ..... _... ... ...._ -.c:llrq cllll 10e ~in Floridll . 

.............................. Mry.,..,..· (Nov. 25Lelleret4.) 

In,.._, ....... f/1 ....... 8nd MCI would IUbll8nlially diminilh competition in 

retlil, • _. • '*lfnllt, lang d11181a nwtcMI, which do, In tact. heve high -*Y 

t.rriera. a. H1nt1 M . 1111·12. 

under ttw u.a. A~••• a., ........ •••fll' Ould•ll,., Ia Unlled atlln Dept. d 

Jalllic1 Fedlfll T,... Ctnzlfn, 1• ""'R'MI "pw Atts"w, 57 Fed. Reg. 41552 
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. . 
oon.lii ... SFJEa lljlilp br .n ......... over ............ to lrigglr 8 

br fu' trJ•rr llrrr' allrllMIII OMin, which_... .....e for men..,., 

percent f/111111 ............... ., percaN fll ~lbed .... • .. merger 
. . 

-.. .,.._, ._ •us AT&T 8ft(j,. oambinad MCIIWortdCom would coullolat e..t 

ca. for ...... '1111 ....... br ... fll CUIDMr ... nat provided br .. 

~- ........ ,. w.tdCoM and Melt.. .... ly ..._ .......... 

amona ......_ ....... ...,111. llld11d, whln combined. MCra and WortdCom'a 

.._ tart~~~•• I IF IQWIIN_,WIIIDICIId thlll fll AT&T and"- give the merged 

c::ompenr ..a•t ....,. 0.. ...-n. ,_ Petitioner~ nut provide men dalll for the 

Colinli11ian to..._ .. ....,... 111111.,... flllhe aflecla fll,_ merger. 

Coliu'AIIIIIIW a.k ......... thlll a Florida ..,.aile inquiry into merMt 

CCI ........... , IE' d. Plaridl.,.alcilla..~beWOI1hwhile: 'lcouldforlt•e 

1111811an .._. .. FCC and Jt.JIIioe t.. no problem with [thP IMfglfj, but it utl.,.ly 

CD_,. Ill 8 _..In Flartdl, and I would be 8 concam 10 W . • (Cleft(. Agende Conf. 

Tr. 21.) ~ n MCI. d.,., would,.._ never 8JCplcn lhia eo~ am. lnltMd 

of heving .. lftlle .......... ~the competitive ........ d the 

propated....., • •* •Wt II d*'.n•a. the Applk:.a would PNfer tt.t this 

ConmltiiDn--MDIJI ..... ....,. ..... ·~ r.lllity fll competition• 

(Oppolilion to ...... Ilion .. 2.) In feel. .. 



• 
reilly, .... ••a. • •• II -...~~~ve. ,.._thin oampelltive, pricing. 8nd the 

elimNIIM If~ • a lllnU8IIng foR» wll only .....till .. llllllion. Ill 

Hlrrta M . • 11i-tl. 11-17. 1M FCC -*'ICM1rdged men'*' two~ 800 bt AT&T, 

MCI, .nd ~pnn~,._ ,_. .... engllglngln t8Cit price coli Ilion, <M b qf ATIT fQ 8t 

economic ... ., ...... lwlallg-dlle.tee ....... is~~ oonditionl 

•ft'dlllll a p' f tilL Elan. Fot .... Rablft Crtlldll .......... w..,.., 

co~~--. ............... fllq coniCioul delft to coordll ... prices, rMy 

diecaM 1111 ~her ....... to m8111181n prioel 8bove b oornpetiiNe -...•t2 Lbwi•, 

Prof IIIII .--uc 'UOf af\'111 lMl•llly Ml concluded bl 1t,. dynlmic behevior of 

~ ..... ln .. ...,,.,. parwidll .................. carriers .... 

8ble to 11llllllltt ooare Ml It 111at181•• w. ._ period 1n pl8ce fll ~ 8nd 

•[t)heir 0001• allan..._ -.r. fll ~ nwglnltcM•d ~-... thM would 

reiUII froM II fiJI IfF 11 price II. 1g. eta F..-. conflrm8Uon fll this point ~from 

Profeuor Mrr II r.-.. who t.. b.rtd bl AT&T, MCI, 8nd 8prH h8ve ~in 

t2 MdaJifiiRI.IfiQ• .... Md~dW...._.InSupportfliAnwtlech'l 
Sedian 271 ~ .... ,,..,IICINgat, (lllld-21' 1887) Ill,.,.. 85. er.ncMH is • Senior 
Fellow In ~a~.-. • r«u 81 .. lroolcingllnlllution, 8nd w.v.m.. is a Profeaor d 
Economlcllll .. ~ afTonno. 

ta P. Urc'Mir, THE FAI URE OF ANTITRUST 172. 

35 



• • 
·~ca ·..., -~~·•••••In lan8 c~~~~~ ...... 

'Nafl.lll 1111•11111)' Ml &fttlnU lw AT&TMC~ coadi..-ct price 

lldD t.. .. II d ... tDu pr'tall •ll*l•lly wMh buiNII CUIIomerl, .,. MCI niche. 

a. .. - ... .._.. WllldCoM oua• • oompe~~or.·" The propaaad mlfglr t1 direct 

~ ........ , ........... would btlw ..... lhla coordillltlld 

........... ~ .............. .,, .... ln .. longdlance ...... ~ 

wcUd be ...... , lilt •••.• ,will only ..... ,... ... low,.,.,..~-. and the 

,.,.....,.. .................... topob~prtcing. 

The .... fl .. -~~~ on leal ......... Ill a..t • tnd~IIIDIM. The 

11'-i,_ .. _. ........ CillO undleclalld In the Applic:lllior.) lt.a WortdCom and MCI 

tocMy ODmPIII hllrMD hlld In prcMdlng r.cilitiel b•11d locel exdwnge ..W. in 8 

'
1 01111~ •a.t M tar Ill~ the MCI-WortdCom OM - Not Be So 

Good far c....n...· u.s. ,._ 8nd WortdRiport. Nov. 24. 1987 ..... 
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• 
........... Thl"**lf'• pcMIItill to diiNnllh oompetlljon In bolh the 

IOCIII _. ... . 1111,_ ...... MI ... lfore. Plaft1*d fierce oppolition from lheM 

ledalaln .. _,1111 f/1 .. FCC'IIIIrger ~. Thele oanaumer group~• ccmnent1 

im:llliM ....... ja~l IMI .. ---.. appGIIII fllwt.a .. Flortde Legillelure 

inllndedtoPID .. IIn .. ftiW~Mt• ... For .... .ce: 

• 

• 1M._,.._.... S a; D.C. ... f/1 .. Ccn&IMra ~ Ml, by Ieier, ilfonned FCC 
~ ... _. ..... U.l. Jalllloe DlpertiMN tMI II t. ..toua concema 
........................ ~~·· ..., ...... , ••• &nUCCeMfuily) 
far 8 ... R-..... lhll would Pf'C*Cl canuMra from .. monopoly ........ 
( ..... elidinG I ,, •Tqdly. Nov.13,1.7.) 

• 
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• • . 
• The C.... "Jjlal an Tec:hlology 1111111d lhll WortdCom Md MCI ... 

c a1" lA 11ft ~.-y .... ._ af"* ap~~llllol ... n &lgld lw FCC lo •Nject 
...... DIId WiltMCofttll1Cimlfll' on lw gr'CU'dllhlllll II~.· 
("-PPr Cl ••fl C..... Ptajlcl on TechtiOiogy • 1.) 

• The ..., 11111• tlllu Ilk,_ Wild Ng~JIIIn 1o -wr lw m.ger ..__ it 
would ............... flllltln8'J' OUIIamn' .... hope for ..... oompellllon for 
looll--..• II'! IIIII _.. Tgdly. Nov. 13, 1117.) J -: I • I 

• lnlw Clr Pu I ttC-anllr on lw Uove (ICP), a eof*lnn' cq~~liz81ion 
hi I- 1ltlld lit N1w Vcft. pelllow-.d 1w FCC 1o deny lw maJDif ~ 
.._. ef II .. •llllUII•IIioompllllhe tffldl.• (ICP Pelllion to Deny, Jen. 5, 
1-111.) ICPs ,.! •d .. .....-dMCIIWortdCom•••••olfocl•tngon 
bullll .. Ill& 11M flll-11111, CUIIDnWI Md oancludld lhlll .. merger •(1) 
............. 'IF 1.1 to_., NII-IIIII eof*lnn, Md (2) would brtng NO 
bls •• .... ..._.,.a •• n1lltltrlla «....,. inoome coniUri*S 1tw1 .. a mljor 
focul " ............. prcwllionl d .. 1888 NA.. (JsL. 3, 12.) 

• The .......... F1dl Uon al Llbor n Conw••• af lndullrt.: ()rglriDtionl 
(AFUCIO) laBJIIId on .. maJger'l herm for -wortdng fwnlllel: who wtll be 
~ hMI Ill by a filii II af lw merged entity from lw Nlldllltial MMce 
,...,.. (MI!L.QD c_,._ dllld .a.n. a. 1•.> 

• -. ............. _.. R81nbcMIPU8H Cclallllan t. aleo -.ct ,_ FCC to 
-. .. ••fllr..,. IlDia, natiug .. ,.,. merger t. been pwui"Md to._ 
Cl:t:t&tiJIIJ ,.._. 11W cne.-lhowlng dhow It will Pfamala oompalilion in the 
... enr - .... t· ·~Coalition,...., lo oanr . .len. 5, 1888, 
It 11.) 1lte C11Wan _....... ..... maJgerwil t.a ..._ •llicompetitive 
111 all In llal'l 1w IDaal _. ~ ciM~ee ......... Citing MCIIWortdCom'albly 
.... , ........ fllllllnllalocar-.mw ......... Colllition __..the imped 
af .. _..,to be..........., nagi1W for middle Mdlrw lncoma CUIIDIIWI. (Jia.. 
8111-11.) 

cf all lnterlllld ....... ~ GTE ... Commilllon will ,_.,. be appriMd cf the 

rnerger'llilllr - IIQI-- for oampelllon and for conaumera ... 
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• • 
caM. In I •1111 .... ,r1111dlng ...... lw Nlw York N*c I.W. Commlulon, 

MCI OOIW~I~ ... lw Coall11lon hed the cUy to..._ 1 ,_.lool( 81 .. 81J*U tA 

IUCh 1 pr1JUI... A 1 I L (1hl NYNEMI8I All8nllc M1rger Proc11~ C1111 -.c-

0803 ...... C-:ull afMCI T1t1oomm. Corp., Aug. 23, 1-. 81 2.) In pMicuW, MCI 

Llv-d .. C1u 'nllft tltn• &e en evldlnlllry he .. .-.. lftlr full8nd feir ~for 

dleoa.-y. Ill• 1-10. Mel ....tid lhlt 1•)¥tq lell thin 1 full evldlnlllry hl.,-'!iV 

would ,_..In en 11 .... 1 Ell NCOtd to ...tYIII the public lnlnlti'8INIIolllonl tA the 

trlniiCMon. M. It 10. I II dlllnglruul d MCI to now •tp~t ttwl ita own trlnlaction 

lhoutd IIWIIII• uaa1u1 .. ....,.. fJI clloa·JIIY, 1n evldlnlllry h11rlt-,g, or the 

pMJclplllaft af ou.aa .. .-npetJtcn IUCh • GTE. If • ~ coneidering a 

camb6l 1M ran af p b "t•• .. ••an lhould, in MCra viN, be grwUd the opportunity for 

1 "- h• .. ••.., Olltlllllt; ..... IPPiiea to thia even llrger merger d ldual 

~ 

GTE._ til Comsrtl111on to join at. ..... ~ thole in 

~-- CaDI ft, end Nlw York-lwt hive held GTE t. ltMding to Plf'ticiplte 

in their nwglr ...... Pf0CIIIIf9. The Colcndo Public UtiUtiea Commillion held, for 

i ... .., IIIII ~a,..a•••rw .... be focu111d on whMMr the.,.... d coe•ol d MCI 

to WortdCoM II In .. P'Mo INII..a 8nd whelw GTE'I lllegltiona '* -. .. 



• • 
~ 

., h 'I 3 tP(h C J 3 D !If l!!l!!r'1P- IS R hm"" tp Dw• r.gept Af MC! ~ 
• *"C lnp.. Dlcll6an No. Cl7·1381, DocMI No. 87MI4T (Dec. 17, ! 

1887). 

I I II tD t.- II ,_dill 1o protect lhe ~ lr*reM, lhia Commlllion llhould, 

........ fttlll'alll ..... -GTE'-,... wlh ~to .. prapGIId .,..,. of 

(Agendla c.r. Tr. 171•••• 1111 eddld].) l'Mlll ~ tw poiN. The Commillion 

ceralOt ............... wll ....... public ..... If It decUnee My 

~ CtJtltnlf, .. CB u In' awe.., do no m1....., public ~n~~~..a ~on the 

fftOitqaC 11 .. tl'lnfl .. n.llclkaL GTEcen~. lrld11d, elrudyhu 

PRMded _....,.. quln .......... Commiuion tcMn.,.. of.,... eo~ am. 

GTE ••aa.-.. •IPpliclllari' 1110 dlflcieN thllt ~ denielll ~. If, 

prGCIII II ...... m1•. d ...... .rtg lnfonnltion eoul 1M ll*glr'l irnpKia from 811 

inleNIIId plflll The Flartda l.egllt•n _....uy -or-111; MCtion 384.335 of the 

Florida Sift 1 I....., ...... Commillion, evM wtthoul • teqUIII for • t..ring, to 

inllll ... a -*'t 120.17 II DCIIdfrlg to dill ami• ...,_ action on • cMiic .. l ..,.._ 

• grR. ..... c 1M II\ N lflr, •IIPif'IIOn 01 arnend~Mnt-11 •1n the public lnt8rell• (Fa.. 



~-., . 

• • . 
ata. eec. 114.111(2) a (4).)" 

n. CammiiiiDn .._..nat feel......-~ the Applk:8nll to forego •thorough 

merger MUtlll", n. ._ II an 10 NOIIve clole ~ from .. FCC 8nd the 

ecknowtl ..... ---do nat ........ ,... d .. "*01" 10 conclude 

b8b•Mirfl1-. (TM.a_.d..,CD••• ~c.aun. Utillti8eComm'n, Dec. 

22. 1117, 1112.) A 1111r .. would nat be~. pelticul8rty given .. promil..a 

of .. ~ ..... N'JSI d • .,. hit heY8 bMn railed in the FCC' I PICCIIclng (8fter the 

IMiglt, .. ~- -*'Y would be .. llrglll ptOVidlr of lnllmll ~ 

.,..,_ CJJIIIIIM llr .. FCC, • wll • .. Stlltt." Moreouer, II II &rikely lhllt 

WortdCoM ... Mel .. Nil-.. d the MCIIIIty ..... IIPPfOV8I; b8fore th8 feder8l 

" ... Cclnae ru·on lnlllltt• gtn8l1c docMI. GTE ...,.aa illll8nclng dilpute 
wilt .. •'J'' I • to lie •ldiNdlftOOl A gtn8lic PI CCI Icing lhould. ~ Commiuion 
an~~r. IIDW8111Mr••••• ,.. •• eo,.._ ... wlhlul tt.,.... for • ~of 118ndinQ. 

" .................. nat heY8 jurtldk:tion to ~ ..... the ...,... .....,, they do 
........ IIIII a tiiU* II~• ....... bll .. UMd 10 provide .................... They 
fMY, ._IbM. • ..., .. _..,., e«ec11 on .. lnlemM ~ • p.t at their 

public ........ ~··· 
• In ..... e.a~t• ·tar .......... Attorney Genlnllt...ud .. Commiuion 

10 dllerll ·rr.r • fl 11 ... ...., d .. "*DI" &nil .. FCC n Jalllice DepMrneni. 
,_.~...,NPJ! If •lnttdfadawa TheNII:Jirwt Gtrw8l t.liewe th8t •let• 
r.viw willie ..... DIIftl ..__the prapo11d N111ction miiY be t.w.d or even 
dllild• .... fl .............. Appic81ion of WortdCom, Inc., far Approv.a to 
TIW .,_, Ct ell fl MCI Cn an. Corp. lo wartdCam. h:., Potlllon of 1M Altomey General, 
NCUC 1*. Nil. P-141, M141UL J8n. 30, 1-. 
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• • . . 
....., 4 <•• II., ... • Pft1P1r oano.n for lhil Commi111on, lhla concern hM been 

lhcMn to ..... I .Ill In .. Ill lillian. 

'llfl•llr •••••d on Fetwu.y 12. 1881. 

WMDW. WUEifE 
Vice Pt lll...,...,.ltr a.w.l Ccuwei 

GTE Corpcntion 
GTE CornrNnc:lltion Corpcntion 

By. ~eJ~ ~<!--
One T~ City Cenilr 
201 N. F,.lldln &net, FL TC0007 
T8mpe, FL 33802 
(813) 483-2117 
(813) 2048J70 (fa) 
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a P.S.C. Dodlec No. 971375-TP 

A. IN'ntoDIJcTioN AND ltXICtmVE StJMMARY 

I. NAMB.,.QlJAI.IncATIONI 

My name il Robert 0. ltlrril. I am a Principal in the Law and f.w.'lOIIIicl Consultina 
Group and Pra&IIGr s.r.tc. of Busineu and Public Policy in the Haa School of Bu•i~. 
Univenity or c.lifcnia, ~eley. My business .cldlal is 2000 Powell Street, Suite 61l0, 
Emeryville, CA 94a. I _... s.:helor of Ana and Ma~er of Ana ctepee. in Social Science 
from MichiP' SCIII Ualwnily and MUier of Arts and Doctor of Philolophy clepee5 in 
Economics from the Ualwnity of c.Jifomia. BcrbJcy. I currcndy teach a pwiUIIIC coune in 
1'elecommuniclldclll Bcoaomicl. Policies and Stnllepa," lftd have aaupt couneA at the 
unde~Jn~du*, MBA and Ph.D. leYela, in Antiarust and Economic Reaulation, Manapal 
Economica. Business and Public Policy, Competitive Slrlleay, Transportation and Corporaae 
Governance. For aevenJ )1811'1, I IIUafll 1 c:oune on telecommunicllions ec:onomicl and public 
policy to the ulf of the c.lifamil Public Utilities Commiuion. I have also taupt competitive 
5tratel)' and telecommunicldou in Executive Education proararm~ for business manqers and 
public ofracials from the United S... and .tKoad aa UC Berkeley and the UniveRity of Southern 
CaliforniL 

My acldemic ~nnrclt hal analyzed the effects of economic: replation and antitrust 
policy on industry perfor~M~D. and the implaion of chanaina ec:onomic:l and ICChnoloay for 
public policies in ll'alllpOIUiba ..aldecommunicaaion". I have publiahed dozen• of academic 
articles on antitnllt policy, "'lllllltary policy, telecommunications policy, ICChnoloaical 
innovation, the ecoaomics or telecJonnunicaaionA and tranApOI'talion. and the development of 
competition and illlen:Oitaedion policies in local access and exc:hanae services. 

As an advisor to the U. S. Dep.rtment of Transportation from 1976-79, I u.~isted in the 
draftina of lqilllla dill was filled by ConJia.' in 1980, reformina reaulation of the motor 
carrier and r.iiiOid indullriel. While on leave from the Univenity of California in 198().81, I 
served as a Deputy DiNctor for Cost. Bc:onomic: and Financial Analyai1 81 the Interstate 
Commen:e Commiuion. At the I.C.C., I wu centrally involved in the major rule makinas 
implementina the IDDIGr carrier aad nlilnMd Nplatory reform actA of 1980 and directed the 
development of the Uniform Rail Coltina Syl\.cm. I have al10 lerved u a conAultantto the U.S. 
General Acc:ountina Office, the U.S. Office of Tec:hnoiOJY Aueument. the U.S. Department of 
Justice, the California Aaomcy aa.al and the California Depmment of CoMumer AtTain. I 
recendy advised the Bcoaomic: Plannina Apttcy of JipM on the reform of Japanese 
telecommunicationa paliciel. 

I have tcsdfeed oa CCJ11ina medlods and principlel, pric:ina principle5 and ra1e desian. 
competition policy, ialelcoleaoctioa policy .ad spectrum policy befCR Federal and numerous 
state replatory commillioal. Spedftcllly, I have tellifled on price cap or incentive reaulation 
plans before the Federal Comnu~lc•ioM Commiuion and the ll&ale commiuionR of California. 
Colorado. the District ol CoiUIIIbla. UUnoia. Indiana. Kanlal. Nevada, Ohio, Penn~ylvania. 
Tenneuee. Vira'nba Md WIICIDIE ... I line allo lellified bcfcft lhe national telecommunications 
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repltlory ........._ .. C....lftd Mexico and before the Uniled Staaa Senale, the Uniled 
State~ Houle of Reprenftllllives and the Joint Bconomic Committee of ConpeM on 
tran~ Mlilrult l8d lelecommuniallionl policy i~~Ue~~. My IICIIdemic: articla on antitruKt 
market defi...._ __. •the bail for the market definition ~h in the Meraer Guideline. .. 
of the Nllianll AIIGCIIdaa of Aaomeya Oenetal. 

I al10 tatifiOd on behalf of the California Attorney Oencral repntina the likely 
anticompetitiYe effec:u of die JII'OPl*d Lucky/Alpha Beta and SafewayNom retail pocery 
meraen. AlthauJh apprcwed by the Federal Tqcle Commiuion, lhe California Auomey OeneraJ 
opposed thele .....,. ia Federal Dillrict Court because they would have harmed California 
c:onsumen. The Auomey OeMnl succeeded in obtainina preliminary injunction• to prevent 
consummllian ollhe llllfJII'L Sublequently, one ,...... wu lcnnin.aed, while the olher 
proceeded only after die cl~ of a aipilic:ant number of retail outletfl. 

My prole ~ qualificadons are detailed in my curriculum vitae, which is allached as 
Exhibit I. 

2. ...,.,._ OP 11111 TESTIMONY AND ltJMMARY 

I haYe been asked by COUAICI for OTE Corporacion (•OTE") to summarize my evaluacion 
of the likely ifiii*D in Plarida of the proposed merpr between MCI Telec:ommuni~ions 
Corpontion ("MCC") l8d WorldCom Inc. ("WortdCom"). On the buis of lhe publicly available 
data on the merJift1.,..... which islimiled, I conclude lhal the meiJCI i5likely to harm both 
OTE and Florida consumen. in die brolldelt sense lhal Florida c:on!l!umets and businasa are 
likely to pay men for their 1ona cli••a ICI'Vica. More specifically, lhe proposed meraer would 
oc:c:ur in an allady biabJy COiDIIInled industry marked by limiled c:ompetilion and 11ianificant 
barriers 10 entry. Paa1henncn,lbe merpr would advcnely affect one of lhe industry'5 primary 
forms of c:ompelition, the wholcllaklreaale seament. The quality of service enpyed by the 
meraina partioa' c:onsumen in florida is likely 10 decline, and c:onsumen .. a whole will tWfTer • 
.... the meraer will reduce v.nety and choice in the lona diatance IICI'Vic:el market. 

I haYe reached this c:oncluaion by examininaahe breadth and depth of coveraae of lhe 
variou5 fac:ilitia-bMed intaexc:hanF networks, inc:ludina new c:arrien suc:h u IXC 
Communications and lelioftal c:anien such Ill Frontier and LCI, boch in Florida and in the nation 
a. .. a whole. My ....,. shows IIIII thele neiWorb do not have sufr~c:icnl c:overaae lo ensure 
worbble c:ompelitioa in tbe supply of in&c.cxchanF aranspon. II is unfortuna&e lhal many 
policymaken lake at face vaJue the pronouncementA lhat there are many new interexchanae 
carrien which c:an act • efrectiYe compedton. when in facl there are not. 

In llddition, I find that thae are IIUblaanlial barriers to entry to provide interexchanae 
r.ervic:e. For example, WortdCom hill taken over 5 yean 10 pow from the Sl billion (revenue) 
company it w• in 1991 to die point where it can beiin 10 act • an efTectiYe competitor to 
AT&T, MCI and Spriat. While WorldCom wu in ill JIUWlh phale, the inaerexchanae market 
wa. .. hiahJy c:onc:entraled and Wll dwKterized by pricea above COlt and non-price competition. I 
show that ~ has been ....,..ill price diiCrimination and that pric:e5 net of KCeU chqcs 
have ri~~en for a c::onaidenble COIIIUfnet IICJIIIeftl. Basic: ra1e1 haYe in fact moved relenlleuly 
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upwlldl in a locblep r.bioa. .ad at the very least the larte three intaexchanae carrieR have 
enpaed in COIIIICioul ,..alelism. keepina prices sublcantially llbove COlt. Many former 
executives of AT.tT, Spriat. and Olben have staled on the ra:ord that interexchanae prices are 
considenbly llbo~ -, measu~e or COIL I show that the number of competitors in the 
interexchanac servios market does maaer, Mel lhlll the .ddition of one competitor can leMd to a 
substantial reducdon in pricel. The intaexchanae market iK therefore neilher workably 
competitive nor coaaaallble. 

Finally, I lbow IIIII dais meraer is likely to raiiC pica, both by reducina retail 
competition amona the tediiCid IMMIIbtr of firma, but also by unchina the powth of the resale 
channel. Simply put. WorlciCom. who has been the most Kli~ provider of wholcule 
intaexchanae service to raellen, will no lonaer ha~ a clear incentive to wpply resellel'5 once it 
acquire5 MCI'K customer bae. As ruellen have been one of the IOUR:CI of true price 
competition in the inlaadlan• llalrkd, Chis will hurt both consumers and resellel'5. In 
particular, OTE (which has the 111011 acti~ and successful joint IMI'ttetina proaram amons the 
incumbent local exc:hlnae carrien) ..cl its nearly I.S million lona distance cuslomers will be 
disproponionately af'fec:ted. I show dill from OTE's poinl of view dlcre is no aood altemative 1o 
WorldCom u a provider or aeiWGik • •ice for resale. 

I therefore c:ondude IIIII the metJer iK likely to harm both GTE's inlerexchanae resale 
operalion, the c:oasumen th.aiUIID'ibe to thaliCI'Vice, and the poccntial cuslomers who will be 
denied additional choices in the nwblplace. 

3. THE JlaOIICaD MltltCitlliS I.IKFJ.V TO HARM FI.ORIDA CONSVMF.RS 

a) AIIIIJdallr••ework 
I have reached my c:onciUiion thlllhis merJCt is likely to harm Florida consumers by 

revicwins the available information on the ltnleture of interexchanae indu5try, the conducl of ils 
participants, and the observed OUCCOIPCI of such conduct. While I do not believe that there is an 
automatic link from industry III'UC:IIft to finn conduct. and in tum from conduct to outcomes, I 
do believe thai chanlclerizina indusuy atructure, conduct and perforrnartre represent" a useful 
way of cll55ifyina the relevant infomlltion. My analysis is careful to consider entry barriers, 
speed of entry, and oliaoPOiiltic intenctions between participants. 

In the liaht of the requi.....a to CIIIY out a public interat analysis of the effects of lhit~ 
merser and of the prilrttl/«le evidence of the likely anticompetitive effects I pre~~ent below, I 
believe that thiA Commiuion llhould unclonake a full review of thiK merJCI'· The data that Mr.l 
and WorldCom would produce in the coune of Ibis review will likely demonstrate that 
substantial seaments of Plarida COIIRIIDa'l pay n1e1 well above COlt for interexchanae services, 
and that they are likely to pay ewG IDCft if Ibis mertF ~ allowed to be COIIKUmmaaed. 
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It) s-..~a.~~anat......,_, ............ 
lnt.erexdl••,......,., a. beea sipifiCiftdy scaled blck with ATclT1 non-dominance 

reclusifiCalion ..t ... cllllrifrill of lDICI'IIIIIe nea. On their own theM: dereplllory actions 
would be in the public..._. if die industry were to remain subject to active antitrult Krutiny. 

The exiUIIple of other delepll&ed network industria lhould ICIVC U CMtion. Lax 
antilrult enforccnunt lAir nil cleNplldon led to merpn and exceuive concentration on a 
route-specific: .... Aft•lawaua merpn in the lona distance industry are likely to lead to 1imilar 
result~. 

Simil.ty, l*liw llllilrult enfon:cmeat of the airline indUIU'y allowed l.,.er carriers to 
dominaac certain city-plin ..a Clltain '"hubl." with documented anticonsumer effectA. Fara 
from hub5 whele a cmier hM a dominant share can be u much u 12'11 hiper than those in the 
remainder of itA system.• In IMIIJ leftiCI. the airline induMry behava in waY" 1imilar to that of 
the long distance indullry. 

In a derepllled envinJnnat. orpnic powth is quite different from powth through 
merprs of the larpst firms. The former is often uiOCialed with the welfare !ains from the 
expan1ion of a more efficient firm. while the latter i1 instead often UIOCiated with the welfare 
losses from reduced competition. 

B. TH& l'l'lllJCI'lJU OF 111£ INTERIXCHANGE INDUSTRY 

I. V AIUBI'Y 01 .. \'K.."D 

lnterexchanae telec:ommunic:a ia not a simple. hofnoaenou5 ~~~Crvice. but a group of 
differentiated servic:a thll are CXJIDIDDIIJy provided over shared facilities. The simples~ product 
which we think of 11 t.ic 1ona d~ (or .. 1-plu") service is jllll one element of an expanding 
array of interexdwlte oplioal. A.~ 1 bnMid altepization. I di51inpish among the following 
interexchanae ldecommuntc.dons servica: 

• switched voice (basic inaaexchanle. known u Messaae Telecomr .• unicationA Service) 
• private line circui.~ 
• toll-free callina 
• enhanced voice servic:el provided by adv.nced intellipt networb (AIN) (vinual private 

networks, enhMced toll free, dynamic routina> 
• data or packet-switched service& (frame relay, ATM. Internet transpo11) 

1 Severin Boreftlllein, "H. end lai ... fiNI: dom.iiiiUICC and nwtec power i• lite U.S. airline indullry." RANO 
Jrnm111l of~ •• A- 1919, p. 357. 
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•> ............. pnmde ~~~Wac±·· ... w~ce 
It tUel nae tt. jUII aplical fiben to provide interuchanae service. Thole who offer 

that line of .... _.. by-.., cauatina fiber-miles miaht al10 arpe- inc:onectJy- that an 
ample supply C'l we.. plill II all lhll is neceaauy to make bread. In fact, a functbnina 
interexchanae network caasilll C'l many layers. of which optical fiber is only the most basic:. 

Fiber optic Clblel aeed to be ··nc." by insaallina tl'lnlmiuion equipmena at approximately 
SO mile inter¥111. Clrriln 1110 •• illllall multiplexen Met crou-connec:ts to carve the huge 
cap~eity (blndwiddl) nlillllle 1bnxJab fiber optics into Ullble slices for voice and other services. 
Additionally, switcMI .e deplo)wlto route calla and lllip cin:uita at variouA points in the 
network, and si ..... iaa .,.._.. IDd control cenlen are installed to manqe and monilor the 
nelwork. 

Pointa-or-praence {POPI) .e required to hand off the callA to the relevant local exchanp 
carrier (LEC) Ill bodl the oriJin _. the cleatination of the call. These are ...aher like medium­
sized airports wbcR ...U CGINIIUIII' pa.ne. feed traft"ac to the 1.,... commercial jetA. A carrier 
cannot service a pmic:ullr .. without .xeu to a suitably clole POP. 

Finally, cuaaomized IOftwlre is required to act as a aJue between all the5e pieces of 
equipment and 10 provide the ru.:.iaaality sophisticated users demlnd. While AWitch vendors 
provide buic applicadaM. all C'llbe wail Three" carriers (ATAT, MCI, and Sprint), u well as 
most of the olber fiCilitiel b•ed Cllrien, CUIIOmize and enhance their own applications far 
beyond lhiA bllic level. 

II must be uadentoad dill • intcrexchanp network iA euentially a larae web of 
specialized computen. Tbe IIIIer coeoeccina them is nothina more than a transmiuion medium, 
just as silicon is in compula'l. The qulity and features of the network rntlllly lie in lhe 
application aoftw.e eqineaed by aurier technicians. 

b) ... ,. D •tJ to Ilion 

In most cues, interexchante services are supplied instantaneoutdy on demand and are noc 
storable. They~ diflicult to lnde without the uadertyina producer's penniuion. lnterexchanae 
services cannot be lbipped lib a ndidonal product. To be able 10 offer interexchanae ~~ervice to 
or from Gainesville, for example, a carrier must eilher have a network ICI'Yina Gainesville or 
have interconnection .,...,...as in place with anochet network already servina Gainesville. 
As a practical con-.~ the pn • ence ol many competitive interexchanp AUppliet5 in hiah 
density reaions such • Brown County or Hilllboroup County is of little help to consumers in 
outlyina areas of Florida IUCh • Sprina Hill or even Ocala. 

e) ..,_lltldllt ..,..I try 
Suppliers are typically much better informed than end-uKI'I. There are very few suppliers 

relative to UACI'5, which meMa dull IIUfiPiien have much better inform.aion on market condition.~ 
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than users. This allows tupplien to 1even1e martclpl.:e ineffiCiencies to their lldvana.,e. often 
to the detriment of die~ ..... 

a) ..,...,. .... .._.. 

The laraest dnecarrien in die inte~exchanae industry are AT&:T, MCI, and Sprint, each 
having nationwide fllcilitiea buod netw~. They all provide branded interexchange r.ervice" 
primarily supponed by extensive lldwrtilina and marketing campaips. They typically supply 
interexchanJeservicel diJecdy.., .......... boch in business and residential sesmentA. 

b) ..... "Maftl'lck" 
WorldCom ia COIIIicleNd to be the founh ftllional f.cilitia-bued provider, althouah it 

still leue5 ClpiCity rn. MY ~the Bia Three to ~aeh IOIDC of the more remote localions in the 
U.S. Given ill initial limited lnDd Rime recopition, WortciCom ha.li cho5en to avoid the 
substantial expense of builclina a - market brand. Instead, it hu pursued a strateay of direct 
sales mostly to buli..... _. wlloleale supply of leased capacity to other facilities-ba.lied 
carriers, and of awitdled • 'Iicea to raellen. Actina as the industry "maverick," WorldCom has 
helped spur the J10W1b oldie in&erexchanp resale segment and ill concomitant check on 
anticornpetitive behavior by the Bia Three. 

e) Oller k•let billed provlden 
Smaller facilities-baed providers such L<i Qwest, Cable &: Wireless, LCI, IXC 

Communications and Frontier serve only limited portions of the United States with their own 
switchins and transport facilities. These .. second-tier" providers rely on resale of the top four 
carriers' facilities to provide lei'Vlce to area where their networta do not reach. (Indeed, 
WorldCom's networt doel not reach the entire country, a fact I addJa5 later.) Each of the!iC 
second-tier networks coven only fractions of the U.S. population with its own facilities. See 
Exhibit 2. 

Regional carrien such L'> Cable&. Wi,.,.leu and LCI have their facilities concentrated in 
particular reaionA and only offer out-of-repon services by leasing capacity and serviCC!i from 
other facilities-baed suppliers . 

.. Sparse" carrien such u IXC and Qwest focus on haulins traffiC on dense routes between 
major urban araa. For example, Qwat's own network reaches from San Francisco to 
Columbua, Ohio. T'bele necWOfb do not reach many part1 of the country. and they have 
relatively few poiiiD-of-sn•ence. They dwftfCR need to supplement their networta by leasins 
capacity and swiacbed b"anlpOft to reach lealed POPs in the many areas which their networks 
cannot reach directly. 

,.7of'24 
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d) ••••l•n 
There • men ..._ 100 ftnnl IUl are clusifiCd u racllers becauiC they lend to own 

relatively few or no r.cilkia. Switched raellen own few switr~ "" t 111tl~ fiber and typically 
pun:hue lealed ClpiiCity flam IKilitiea-baed proviclen. The dillinction between swiached 
racllen Md IIDIIJ r.cilllill ••Ill providen is minor lftd often unclear. Swiachlcu rescUers 
own no facilitia IDd .,_. eatimy on raellina services provided by the facilities-based 
carriers. 

a) U ........... awa-qe 
lnterexchanF carrien pmvidf! bulk tranaport for calls that typically oriainate and/or 

terminaae on the nelworb ~leal terVice providers. Typically the intercxchanae carrier is 
distinct from the local network wbrn the call oriJinaaea. In this case the interexchan,e calls 
from end-u!ICI'I are ...,..... IIICI tnnsponecl by the locaiiCIVicc provider to the interexchanae 
carrier's point-of-praaa (POP). The leVCI'Ie proceu occun when the interexchanae canier is 
!iCparlle from die ............ lacll achlnae provider. 

To serve a plrticuJar area. u interexchan,e carrier must either have a POP in that area or 
arranae to UIC anoc• CM'ier's POP and then tnnsport the call to ill own network. In Bell 
company tenitoriel. die ~ cmier must have at least one POP available to it in each 
local ICCCII II'IDipOit 11a (LATA). • Bell companies are currently prohibited from providins 
ori8inatina inletl..A TA tAalpol1. · 

If a POP is nat available in die LATA. a carrier must incur additional COlli to acces." 
another provider's POP and ita a-d tnn1por1 capacity. Or, the carrier must purchaiC the 
transport service 10 011e11ec1 10 ita own necwork. Thus, the fewer the POPs, the worse the 
coveraae. a hip tnn1por1 c:harJa 11e iiiCUJmt. The economic• of POP coverqe are ret1ccted 
in commercially available transpon ra1e1 for interexchan,e traffiC. Thc.e transport rates are 
differentialcd between (a) LATAI .. ~ the POP is .. on" the carrier's own network ("on-net"), 
(b) LATAs where the POP is rachlble duouah facilitie5 leued from another carrier, and (c) 
LA TAs where the carrier hal no POP at all, and the provider mull lca.~~e both tran.~ facilities 
and POP ugp from~ CMI'iet. 

In many CIICI, bowna', it il not pouiblc to determine whether a carrier's POP is owned, 
operated, and dira:dy COMeCied 10 the carrier necwort (thus fully .. on-nee"), or whether it is 
simply leased from another carrier and coanecfed via leased or switched facilities to il5 home 
network (thus beiDa .. off-net"). To be c:oa.. valive. I have auumed all POPI reponed by 
interexchanae carrietJ to • ......_" 1'llil ia ., upper bound, bec1111e in many cue1, the POPII 
are clearly .. off-net." For eumple. IXC Communication• claima 3 POPs in Floridu, which are 
probably all .. off-net" ICMid POPa; IXC doea noc own a fiber route linltina Florida to the rat of 
the nation. I then define COWII• •abe population thll raida within LATAs which contain at 
lcut one POP. Apin, dais deftakion is COftlel valive, u it auumea tta.a one POP is both 
5Uffteicnt and economical to ..w a Jiwn LATA. Ncverthelcu. I ahow dull, ~pile thae 
conJICI'Vativc auumptionl, netwolb Olher lhan the Bia Three'• .ad WortdCom's .re noc ClfMible 
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of ~vidina ·tdequlle, WOfbble competition. • they simply do not have ~t~ff"lc:ient c:ovenae in 
Florida or the rat of die lllliaa. 

It) Sanln f8dllth1 la•ed carrten do nat pi"''Ide .clequale , ..... .... 
Only the four a..- i ........... c:.men opera1C networb with ftllional c:overqe in 

the c:ontinenlal Unired StileS. The Bia Three have ubiquitous c:overaae. with 11 1eut a POP in 
every LATA (a minorexcepdon is Sprint,lacldnajust a handful in hiply rural areu). u shown 
in Exhibit 2. 1'hele compMia' ~apo:tive c:ovaqc in the s&.ae of Florida iK shown in Exhibil"' 
3A, 38 MCI3C. While II pnMdelllldonallei'Vice. WortdCom hal not yet developed ia. network 
to the point thai it oft'ln abe - clepee of coverap, relyina to some extent on the facilities of 
ocher carriers 10 handle a UDall pnJpOftioa of its tratrac. WorldCom's coveraae now reacheli 
approximately 82~ of lhe nllional populllion (as shown in Exhibil~t 2 and 4A). with 
substantially hiper CCMnll ill Aarida. WortdCom hu POPs in all but one LATA. aff'ordina it 
coverap of 97«1 of lhe .._., ....... ian. Sec Exhibits 4A and 48. However. the fact that 
WorldCom's netwOit llill doet DOC bave a POP in approximaaely 90 out t'f the nearly 200 
national LA TAs unclenccnllhe clitralty of buildinaa new national network. See Exhibit S. In 
these 90 spanely paplloled LATAI WortdCom relies on POPs and tran.,.r ~t~pplied by ocher 
c:arrier5. In thele ca1e1, WorldCam .... incur subltantial additional cost for .. off-net'' transport. 
on the order of IK or IRCft of lhe reuil value of a call. See Exhibit 6. However. a.~ I show 
below. WortdCom'a intetexchanp facilitiel have AUbllantially 5Uperior coveraae relative to the 
newer networta. in the U.S. • a whole- and especially in Florida. See Exhibia. 2 and 7. 

Rqional CMien such M LCI MCI Cable & Wireless. and "1pane" c:arrier5. such as IXC 
and Qwe5t. cannot maldlthe co-. of the largest four interexc:hanp c:anie;3. As shown in 
Exhibit 2. they have f• fewer POPs than the 8ia Three or WortdCom. Moreover. t~ 
alternative networb have lipificaDdy leu coverap in Florida. u summarized in Exhibit 7. For 
example, neither Fraader nor LCI have .ay POPI Ill all in Florida. See Exhibia. 8 and 9. 
Cable A Wireleu MCI IXC Cornmur. icalions have a few POPs in Florida. but apin they do noc 
come close 10 providina•ywhere nell' WorlciCom's breadth of c:overaae. See Exhibits IOA-8 
and IIA-8. 

New entnntasuch u IXC Communic:aliona and Qwelt are not operaaina or building full 
national networb C01J11*1b1e to thole of the Bli Three or WorldCom. firs&, t~ networks are 
quite far from beina fully buill for example. IXC'a declared points of praence in Florida and 
elsewhere appear 10 be .. off-net:" that is, they .re not served by fiber lines it owns and operates 
itself. See Exhibill 12 and 13. Qwat ..,._,.co have lit (made openllional) only a fraction of ils 
planned .. national" netWOit. See Bxbibitl 14 MCI 15. Neither hu yet built an operarionaJ fiher 
link connectina Florida 10 the rell oflhe aation. Second. the5e new network' are .. ,pane;• in the 
sense that they are deaiped 10 pmvide bulk b'anlpOn between IIIIJC metropolitan area.~. with only 
limited capacity 10 sene odler alai of tbe country. Thia can be easily Jeen in Exhibits 12-1 S. 
The.~te new networb willlherefore .-d 10 rely to a c:onaidenble extent on the POPK of the Bia 
Three. boch to c:onnoc:t 10 Ploricla conaumen, and to carry their calla to and from consumers in 
ocher stales. In other words. lbe COVCf'IIIC atruc:ture of the induauy ia noc likely to c:hanae 
appreciably in the near fucure. 
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In ...a....,, the illlen:xdllnF cmien' COVCflle of florida ia •imply a more extn:me 
form of the ...... ........ AI shown in Bahibit 7, ATAT and MCI have the most POPs in 
Florida. WoddCoaa ._die bM1b bipat POP CCMf~F, while most smaller canien have only 
a few. Clarly,IO prcMde .mce within a aiven It*, a carrier r.tUil have adequate in-stale POP 
co~. However, it is ..., crucial for a carrier to provide quality intallale lei'Vice 10 ensun: 
thll it iJ coenpctitive widU the lUIIe. Moll cusaomen cboole one interexchanie provider 
reprdleu ol wbedler tbeit alii tenniftlle inside or outlide of the ltale. While this Commission 
iJ neceu.iJy foallld • flbida. it should also c:onsider how external mat~ affect tho!le 
within the 1ta1e. The ~itic. thai can be offCftld by Frontier, the fifth laraat f.cilitiea-bued 
carrier by reveauea. Ia liiDield by balb ill lack of praence in Plorida (u well u lack of cov~raae 
of the U.S. • a.,..)_. ill rcJidve inferior network quality, which I diiCUU below. LCI also 
IUfl'etl from a limia. llct ol badl florida c:oYCraF and ftllional coverqe. As llaled above, 
Qwat and IXC ._ve ncM Jill built out their linb 10 Florida. The competitive effect of other 
c.-rien in Florida ilia ...... by llimilar c:onsiderationa. 

The ......_ oiiiiiWalt coverqe for aueuina competition can be undentood by 
comp.nq ~ • rice 10 rail lhippina or airline lei'Vice. For example, if CSX 
Transponalion ..e the ODiy rail line acrvina TallahMiee, then other .. national" carrieni 
conncctina die - ol the CGUIIIry via JICbonville would provide liule n:lief to rail 5hippeB in 
Tallabaatee. ShDia.ty, if US AJrw.,. were the only airline .ervina Fort Myen. it would be of 
little pnctical CGIIIfiUIACf thll United Airlines ope1111e1 a "national" airline service out of 
Miami. Thus. carrien llldl• LCI. Frontier, IXC and Qwaa do not cunauly provide a viable 
alternative to mo. null1m (IUCII • OTE) thal~re mlltc.etina inte~exchaftae aervic:cl in almost 
allltlla. In ... uldrntr MI.,. .U oltbae smaller networb rely to 101ne extent on the Bia 
Three llld WorldCom 10 pnMde .....uonal" lei"Yice. To summauize uaina the airline analogy. 
Frontier Coalnuaicldonl 11M lboul the ume odds of competina effectively apinst AT.tT a.-. 
America Waa Airl.._ ha ..... United Airlines. 

Carricn wkb ..-.a cw limited netwotb cannot provide adequ81e compelition lo check 
the Ulticompedtive effecta of the propGied ........ The potential coveraae of "new" nelworks is 
oventaaed, as even the moll a~ve entrant will lake sevcnl yean to deploy coveraae. 
lhrouah "on-net" POPa. COIIIpll1lble 10 thll of a Bia Tluee supplier or WorldCom. The 
competitive impiCt oldie .._." aetMXb is further limited, u they often consisa of carrieni 
sharina fiben in lbe .. wry 1.,..._1 cablel of other new or exisaina carrien. For example, 
Frontier, WortciCam. Qwela. llld GI'B will m. .a least 24 fiben each in the new Qwest 
network. They c. lllnlly be counled u equi .-alent to four independent aupplien, u all of lhis 
competition will be loallld • the ..ne very apecifac and wry limited aeoanphical areu. 
Finally, molt new ..,.._I fiber rou1e1 rua alona exisaina riJhts-of-way, typically theMe of p..; 
pipelines and railways. which can often be quiae dillant from population centen. 

e) I rl sr-f!l,....llndurelarnl•blllty 
Fiber networb .. l)'plcally CCMIIIrUcted as bi-directioaal rinp 10 maintain connectivity in 

lhe event of a fiber lnlk. NeiWOib with spun. such u Qwaa's and IXC's, an: vulnerable to 
outaaa. as all CUilOIIIetl on .._ ..,... would be cut otf in c..e ol a fiber blat. Other carrien, 
such u Williams, are of Umiled CC!IIIplltidve value u they utilirc only one fiber atnnd. Thi1 

.... IOoi':M 



• P.S.C. DodlcC No. 971375-TP 

arranaement -provide~ for WilY limited c.pKity and minimal network ~lability in cue of a fiber 
break or other oe,. 

41) Ill. IIU•ce fll ....... efredl- Ploridll CGMUIMI'I 

The Mtic:oalpllitiw e«edd oflhil mapr in Florida may asily be overlooked when 
analysis is carried out • die ••• le¥el. floricla-lpecirtc efl'ecu could be overlooked when 
examinina the i.._., • die lllionll lnel, • Florida repraentA jUAt a frKtion (approximately 
7CI) of oripftllina ..-.J illeluchlnae trafriC. However, aiven that thi1 i1 a multi-billion 
dollar industry, thia reaioul efrecl illlillaubltMtial to Florida c:onJUrnen. If the merpr C8U1C1 

interexc:hanp pricel to rile by Mliale • a c:eat per minuee ( 10. on a ra1e of 1 dime per minute). 
Florida c:onaumen would be wane off by over $170 million per )af, or approximately $30 pe1 
houldM»>d per ,.... See Exhibit 16. 

5. 'k88 .. TODmlY 

The supply of~ • vices is c:hancterized by aubltantial barrie"' to entl'). The 
fir5t signifac:ant barrier to ea1ry is tbe aeed for substantial capital and human resourc:es outlay to 
provide the services and fCIIUia thll cuacomen demand. Carrien must deploy li'IUlAmiuion and 
switc:hina equipmeat. instad oflilllply illllallina fiber optic cable. They mUll al110 Cllablish 
suffac:ient POPs to alain ....... coventee· 

In addition to the in~llb...a Ia phylical f.cilitiel, substantial employee-hour inVC51ment 
is also needed to write l8d refiae dlesoftw.e teq~~iled to provide the enhlnced featura lhat 
represent a key IOiftC of camp11i1iw ....... in the indUAtry. Such 110ftware includes 
sipalina systems. Gpll1llioDal auppart .,.aems. enhanced product platformA, and billina "Yl'tem.". 
It also taka a~ leftalh of lime to .... to market" with a viable wholesale offerina. 
Orderina platfonna. POPs.IWitdlel, and Operational Suppon SystemA are the key element~ of 
such an offerina. Por exllllple. deployment of POPs to achieve 1 national footprint is time­
c:onm~mina. WorlciCom is a c:.e-in-poinl. • it toe* nearly four )'Cir5 to double its POP count, 
and it still does not provide fully ubiquicoul c:ovenac in the U.S. as a whole. See Exhibit~ Sand 
17. Nevertheleu, WorlciCom still IIMda considerably ahead of the scc:ond tier intercxchanae 
nelworb in terms of covel •· neiWolt deployment, and product platform enaineerina. 

The aulllaanlilll toJM-.. of ~ scope and denaity in intercxct-.mae networks form 
additional formidable blnien. Bven S )1111'1 after becominaa Sl billion compu~y, WorldCom is 
only now bqinnina to IUI'IIIOUIII theiC economia. It has just made opentional itA own sipaJina 
system 7 (SS7) netwolt and ._ commiald to dnelop vlrious enhanced ICI'Vica for itA retiellers 
(inc:ludina GJ'E) by 1998 and «UUMMeque1t ,an. Althouah WorldCom inc:n:ued itA points-of­
presence by 4711J1, in 1997, it ltill cblnol haw a POP in every LATA. It is in the process of 
buildina out the .. capillaria" of ica netWOrk and is now larp enouah to achieve economies of 
denAity on thin routes compnble to dae of the · Bia Three. And with itA purdwe of 
Metropolitan Fiber Sys~em~aad 8roob Fiber PIOperties. it is abouc to reap economies of scope 
between the production ol i~ ICI'Vica and local MVVicea. Thia tranuction hu 
particularly woniaome andtnllt impllcllliaM: WorldCom, a recent entrant which tau just ~jun 
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. 
to approach an efficient ICale ol operllioll..._ IWI'IF incremental COllA • bottomina out. i1 
propo5ina to merae with one of die _...,.ilhed oliaopolilll. 

There is little reason to beline dill.._." u.t.ftxchlnF canien will take leu time to 
achieve the same network economiea • WarldCom. Conaider that compMia such;.-: Frontier, 
LCI and Excel only paaed the SJ billion nM:nUe mart in 1996; they are just now where 
WorldCom was approxiiDIIdy S )'an ..,,2 Allemlle networb do not have the same reach as 
the laraer carriers - nor il it asy for them to develop it. conaiderina the economic~ of route 
density. TechnoJoay is mlkina the ICIIe ol orGIItion more important; for example, the efficient 
choice of transmission speed ._ jult .....ay qudrupled, from OC-48 to OC-192. Thi• may 
explain why Qwest needed to briaa tine Oilier compuiea (OTE, Frontier, WorldCom) toaether 
to share some of lhe invesameatbur*n for its new intcRxchanac network. 

6. IMfODANCKo.•au.a ,_ ENTaY 

Resale is a stqina poia& for flcilidel-b11ed entry. When MCI and Sprint first entered, 
they supplemented their own r.dJiliea with resold ATAT service in order to offer national 
c:overaae. Similarly, WorlciQa WM ftM a raeller (then known u lDDS) and padually built 
up a network presence, bolh orpoicllly IDd dnuah IICCJUilition, such lA thrNJJh it~ pun:ha.~~e of 
WiiTel. This pattern conti...-: Bxcel, the .... reseller, is in the process of installina its own 
switchina capacity, altbouah it will l'elllllin depcadent for some time on transmi55ion capacity 
provided by othen. Rqional cmien such • Frontier are slowly expandina to provide national 
service by first resellina or lelliDa tnn1p01t to supplement their exiltina network, and then 
buildina facilities. In sum. .a- all enuy iafo the intaPchanF industry hal been reaionaJ 
and/or dependent on resale, only Iller to be followed by f~~eilitieA-bued expansion to move 
toward.~ national covenae. 

C. DYNAMICS QIP COMPETITION IN INTERIXCHANGE SERVICES 

I. CVRUNT lrCIONOMIC ltNVIII(WIIMIKNT OF THR DOMF.STIC 

INTDDOIANCB INDWI'aY 

The int.erexchanF industry exhibits dluic chancteri~tics of oliaopoli"'ic competition. 
In oligopolistic martcu tileR ~~t= a few .... firnul, and tileR may be a competitive frinF of 
much 1maller firms. Firma in • oliaopolildcally compedtive m.rket tend to compete on a buis 
other than price, throuah producl clifl'erentildon, ldvertisina. service, and other non-price 
inducements. Pricina is primarily detennined by the ltralcaic interaction between the few larae 
firm.~. and between the larF ftrma and the friaF. Oenerally. thoup, an oliaopolistically 
competitive structure il ~ by lacblep priciaa. price disperaion, non-price 
competition, price discriminlllion. widenina prtce..colt IIUUJins and failure by M~pplien to pass 
throup to consumers input price red11cdons. Other indicMon include inc~a~inaly c:on1plic:ated 

2 Fedetal Communiations Commillioa. Sltllblk• tJf O.'WIUIIUt:tlliotu eo.-... eo,,;,,., T8ble ' ·"· 1996119'17 
Edilion. p. 7. 
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pricm"a sarue.u.., diflic:uldea in obWnina wholesale supplies, and exceu ~UIIll to new 
entrants, often in lhe form ol ian.d IICqUisition prices. 

The ~ lelecammunationl marteqUce ha all the hallmarks of an 
oligopolildc iDduiUy wkb limilld competition. In such cases, rnerpn between the leadina 
players ~a likely to eucelblle exillina oliaoPOiillic effecta. 

2. LocGID' NICING 
Loclcstcp pricina occun when '"followers" adopt the same price for a aood or service 

immedialely followiqlhe 8Ciica of lhe industry leader. Bodl MCJ and Sprint appear to have 
followed·ATAT's pricina lad ilia ...._lhll ia consiJceat with canelized or aacidy collusi\-e 
behavior. ~ is ......,... ....,.,... eviclenc:e to support lhis conlenlion. Exhibits 18-20 
show real daytime inlel'lltlle l'lllea for ~ive city pain between 1987 and 1996. II is clear 
that in recent yean lhe prices cbarJed by all Bia Three carriers have moved upward in a lockstep 
pattern. Furtherrncn. it ......, thla each time AT&T implemented or announced a price 
increase, MCI and Sprlat foUowd lUlL 

Even if........., ICCOUntina chanaes can be used to explain most of ATAT's price 
increases durin& thia period. tbia reasonins sugesas that AT&T Ja.~sed market power, L' 

otherwise it may haw a .,_ lillie to raise pric:a followina price cap chanp. However, the 
replatory chanpldlll llfldld ATAT did not impKt MCI and Sprint. They found it profitable 
to raise their pric:ea _.,.with AT&T inalad of seekina additional ~ with lower prices. 
Furthermore, note thll baic 1111e1 aet ol acc:eu charJes (shown in Exhibiti 18-20) increased after 
1991, despite lhe fa IIIII WorldOD had by then IUI'pll5sed the Sl billion revenue mart. Thili 
sugaest.~ that compcdtan II dia iadultry need to be much l.,.r than Frontier, IXC or LCI to 
produce a worbbly compeddve IIIMkcL 

3. PitiCa Dllca!MINATION 

lnterexchln,e lnllbiJ 1ft chlrlacterized by substantial uymmetrieli of information in 
favor of supplien via+vil conaumen. lnterexchanae rate structura and di~~eount callina plan" 
and optiOM are notoriously complialled. Unleu a consumer is willinat" chanae carriers (which 
can be a cumbenome. time COIIIUmina proceu) lhe interexchanF canierl are often unwillinato 
offer the consumer their lowat COlt callina plan. 

As a rault. inferachan,e proviclen have been able to pniClice price discrimination, 
where some claua of CODIUibel'l are c:lllrFd IIICft than others without COII-bued jullifacalion. 
One particular form ol price clilcrialiMdaa oc:cun when buyers are sqmenled into different 
aroups and 1n chlrpd clifraatt pricel for lhe same JOOd or service baed on differences in their 
price elasticity of demlnd for lhe JOOd or service. This is known u third depee price 
discrimination. 

With a normal pod. auda Mlnad, 111empu lo price diiiCriminate fail u price differences 
are arbitrapd away. Conlumen wbo naive low prices will raell the product or liei'Yice to the 
con~umen who are charpl the hi,._ pric::c5. This is nor the cue for inacrexchanae &etVic:e . 
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Reule or arbllfllle without lhe cooperation of the provider is nearly impouible. The diffiCUlty of 
arbiU'Ip for i~ llei'Yica hu allowed for widely varying prices for almost identical 
services IIICI'OII a..,....... of consumen. 

Facilities-.._. carrien haft exploited thele uymmetl'ia by constantly hiking their buic 
tariffs. I note thll dae bu .,_. a ......_tial increue in the prices net of acc.es5 charps of the 
Big 'J'Iuee. See Bxbit*l 18-20. ld 11101t residential consumers purchase from a tariff, they are 
not notifaed in .clviDCe of thae price chanJeS. Their fil'5t opportunity to notice higher prices is 
when they'~ billed -that is. iflhey notice at all. 

Followina lhia .,...... AT clT bu recently ratructwed itJ time-of-day bancb, moving a 
substantial portion of olf-pak hours into the full price band (7-8 A.M. weekdays). ConMJmers, 
especially senior citizcu.IICCUIIOmed to lower prices in this time band, were the~fore requi~ 
to adjust to thelle hiper,... der the fact. often after ~iving sharply higher bills. Typically. 
lhe5e rate i~ come widl Hale or no notification. Only a complaint could spur pos.._ible 
action, and yet the inlele~ carrier~ can still .. hide" behind their filed tariffs if they choose. 

4. NoN-NICK COMPKTITION 

These uymmelria of infOI'IIIIlion ~ ~infon:ed by the heavy advenising and marketing 
expen.~~e5 (includi"l frequeal.c.ller reward plans) employed by AT&T, MCJ, and Sprint. These 
tactic.._ are desiped 10 build bnnd loyalty, increa.~ swilehing cOIU, and develop product 
differentiMion. The I~ of lnndina in the mass market is another form of non-price 
competition thll also CCIIIIdtutes alipinc.nt barrier to entry. The Bia Three carrien crealed, 
respectively, lhe llllion's lat. 12th and l&h hip.._. ad expenditu~-supponed brands in 1996. 
See Exhibit 21. AT&T alone spent over S2 billion on advenising and promotion in 1996, mo~ 
than WorldCom's entire capital cxpeadit&R for that year. See Exhibit 22. These huge outlays to 
maintain brands~ euentially clevicel to deter entry. 

Furthermore, Jona diAtance companies have long been recognized in advertising circles 
for their agrasive and confusina advertisements. Often, they are attacking their competittm' 
rate plaM or introducing a new plan of their own. Accordina to USA Today, which ha.~ 
conducted consumer polls measurinalhe popularity and effectivene55 of more than 90 national 
ad campaip~, miiiY of lhe lldJ by .._ Bia 'J1uee lona distance canien ''ranked among the lea.~ 
popular and most disliked campaipa acmu l'evef'a1 industries.") Additionally. consumers ··have 
complained that most ads for lhe ion& distance carriers have been confusing. mean-~pirited and 
too agreuive."4 This ~ault is not surpilina. aiven that two major motivations for these ad 
expenditwa are 10 elder enuy by potential competiton and to perpetuate the imprasion of true 
price competition. 

~Donnie Enrica. "ATAT M .... Connectioft with Ad C.mpeiJn," USA Tndtly. May 19. 1997. p. 68 . 
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D. JlalloltMANCB OF 111£ INTEREXCHANGE INOOSTRY 

I. JIIICa.aJI'r MAaCN 

The Bia 'J'Inc claim lbll IDeaachlnp pric:a net of KCCU charp have fallen sceadily 
over the last deaMie, and thlllbele aet prices ~just llbove incremenlal COlts. The.e clairm. by 
themselve5. however, are ..._iap:a. The fint effect of increucd competition is thai 
inetracienl i~ ~ .,._.. illlo ~q~~eaina COlli from lheir openlionJ. lnllad, the fiCI 
that entnntJ Clft o«er ..., priced cleala delpile their IICale dillldvant.p indic.aes thll either 
prices ue probllbly lbove COil, or thltlhe limited competition hu allowed incumbent~ to let their 
cost.~ drift - or some combituldon of bodl. Further. most clairm by the Bia Three of declinina nee 
prices are supported by flawed rew.e per minute calculllionl Md improperly COMtniCted price 
indices. Whea pa;c. for ~ u.r ...,._. move in oppoaile di~ionJ (for example. 
business n1e1 aoi• don ..t taWenlial r11e1 aoina up). such •venae meuura will be biased 
downwards. Thai is..._,...... will oventa1e the decline in pric:el by c:on~ion. The 
customers who beDdit will CIGIIIIUIDe meR (lherefore inaasina their repaentaaion in the 
meuure). and....,_ wllo ae out leDd to c:oasume las (thul declalina their repracnlalion in 
the averaae). Tatiaa • exarea. example as an illuAtralion. if MCJ were to !let an impos."ihly 
high price to only .aidenlial CUifGina'l. such as S I per minute. its revenues per minute would 
prot.bly dccreale, as it would be left with only bulineu cuatomen, who pnenlly pay lower per 
minute I'IICI. 

Additionally, 111011 lana ctillance CUAtolner'5 are not on special ra1e plan" - thoAe plan!~ 
upon which the 1oaa dill.,. CIIIIBpeftiel rest their declinina price claim~. Accordinato the 
Yankee Group. 63• ol COIIIM._.. ~not members of a callina plan. Only 36 .. of A TAT's 
customers and 43• ol SpriM's ~ ~ on special callina plans. MCI, delpite it" heavy 
marketina of ipCICW l'lle pllniiUdl • ""Pticndl and Family" and MCI One. countA only 66'*' of 
ill' cuacomen on special rate plana. See Exhibit 23. 

2. CCNaolJI PAaAI..ui.IDI AND NF.W F.N'nY 

In ceauin oliJDPOiiltic martrda, competitors often enpae in ~t form of interdependent 
behavior thai occ:un from no ..,.,._ .....-... or even c:ont.ct amona the competina firms. 
Such behavior is known as COIUdtlu ,.,.U.U... ~ no firm communiallea with another. but 
each firm expects IIIII ach of ill campetlto,s is followina the same uMCaled. )'Ct common. 
policy. This behavior is often m.de pouiblc throuah the analyaia of put pric:el. When each 
competitor examines relevMr historical diU (say. in the form of old tariffa or past price chanae 
announcemeau). it bocomea dew whll die ndonal coune of action lhould be. Price chanp 
tend to be mimnd by other lira (livina rile to the Mlocbtep .,.acm;. and u lona as 
participuts bel~ lbll such mii"RJrifta will continue, their individual couna o; ..ction remain 
apparent. Plica can be r.iled; rivals will raise their prices in .apon~C. l'lllher than hold them 
steady to pin mart.et ...._ Coaver.l)'. ~ is astrona clilincenlive for lowerina prices. as thai 
would be expected 10 1-s 10 a Del lou; rivals would simply lower their prices. too. in order to 
maintain lhalre. In adler wonk. Ibis doel not sugest lhllt intentional collusion or conspiracy is 
ocx:urrina; rather. tbe lllllbt env~ ....... iiiO defined ..... ach player. ICtina r.tionally aiven 
it." experience with ri¥1111' reactic., choanr the same coune of accion. The end rault is 
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su~tiw= pric:eL Ia dlil kind of environment, pricea acnd to chanp 1lowly or only in 
response to new ally, • die lUdden praence of a new firm of unknown agreuivencu disturbfi 
this cozy equilibrium. 

Executive~ with aperlentoe in bodllocallftd lona dii&IIICC rnarkeU lend pncticalsuppon 
to the exis&ence oldlil type ol' elll'riar. One insider noted publicly thll '"Sprint lftd MCI~eldom 
failed to follow • ATAT-Ied ...U 1oaa dilaanc:e price increase. The benefill in renns of 
increucd revenues ... wae limply too are-& 10 pus up.~ He added that .. (p)rice dilW:rimination 
is increuina in the '-LATA .-teet. Under a laCtic called 'price up. promoce back' the 
interexchanp CMien line........., IDCNIIed their retail pricea over the lua few )an. while 
allowina celtllie ~ to naive discounta.. .. The rauk il thll the carriers diiiCriminate in 
favor of cenain a•an and ipillll many othen, ... (diiJUiainaJ the lack of any real price 
competition amoaa .._ ~ carrien.'" More recently, Qwac Chief Executive (and 
former AT.tT ..,ior euculi¥e) loleph Nacchio exclaimed, .. lona di1tance i1 ~till the rno5t 
profitable bulineu ill Alllerica. nat to importina illeaal cocaine . .., 

Althouah ..-y arpe dill the infaachanp ~ervicea industry i1 already characterized by 
conr.ciou.~ paralleliua. it is ,..._ilble dl.a it would become wane 5hould thi1 merwer be 
approved. An illllllnlive- allhouah oppolite - example hu occurred in Connecticut. Entry by 
the incumbent local ~ cmiet, Southern New EnaJand Telephone (SNET). quickly 
disrupced the parallelism thai llld bkheno characterized Connecticut'• intentate interexchanae 
market. SNET entcNd the mlllret dnup the raale of Sprint'1 interatale ICtVicc. A1 Robel1 
Crandall aad Leonlnl w._.. *»wed in a recent affidavit to the FCC.• SNET'1 entrance into 
Connectic:ut'a in•• Jaea ttl•._. market had a profound poaitivc efl'ect on that 1tate'li toll 
rate5 and competitive laridlc~pe, with ..,UCUiar effect on jntmf* ...aea. SNET captured about 
20 percent of Connec:dcut's intenta~e calls, reducina A TAT's lona di~tance market "hare from 
60 perc:cnt befcn SNBT'a ally to a- than 50 percent by October 1996.9 Crandall and 
Waverman noted lhii .. ATAT offered Connecticut midenll a Oat 5 cenll a minute rate for in-

~ Affldovit of ~>twit/,_ l11,., II/ l'«ffc T.-.u Gmt~p's R~,_., /tH t1 WGiwor tn Pm•tlt It tn l'mvid~ 
llltUeKMIII' SerYic~• ID ClultJiwn Ill c:./#fomlll, Uftited Slalel of Amerial v. \rCIItem Electric Co., Inc. and 
Americu Tc ...... _. Tal111 ... ~. Civil Accioft 12.0192. J.....-y 26. 1995, pera. I~. Witneu held 
IICftior caecutive poaitioM 81 boda Pleiflc lell _. SpriftC Carpcnlioft. 

6 }d..p~~a.l4. 

7 Ja.cph Na:daio. quoeed N. .. AI 7 tN a M-..e, Who Carca if You C..'a Hear a Pin DmpT' llluiMssW~~Ic. 
Dcc::ember 29. 1997. p. 46. 

1 Jnh1t Nfi*vit of lt*n C....U MtiiMMtlnJ W11.,_,_ 1M '-'fill/ II/ AIIWrlt«lt ltlkltiltllll, In the Mallei of 
Applicllic. ~ At.-ieldl Mldli,_ ~ 10 Secdon 271 ~The Telecommuniclliaftl Ad ~ 1996 to Provide ln­
RqicMa.lllled.ATA SemcaiN.Mic:IUpa. PCx: Docket No. 97-1)7, May 21. 1997. 

9 w.. pera. 56. 
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stale Calls miMie _, ti• of day," ldectina thll SNETs entry hid llripped AT&T and the rat 
of the Bia 'l'lne of dlelr ,...lei pricina abilitiel.'0 In pncrical application, they found that 
SNETs entnnce into Ooaaecticut'a lana diiiUnee market reduced inlr'll5lalc toll rale5 by at lea.~ 
" I()'~, per yar.ll 

The SNET aperience il of pilticular imponanc:e when examinina the role of OTE in 
Florida. Ukc SNBT, OTE il • incumbent local exchMae c.mer which hu entered the 
intenaarc lnllbl ....... a lllale ..,_..... widlalarJc fiCilities-baed carrier. And like SNET 
in Connectia!t. GTE 11M llllde ~ inroads in Florida by ofl'erina interexchMae servic:c 
conveniently c:ombi8ed wida eidlerloall or wireleu service. GI'E has approximlldy 1.5 million 
Ions distance CUIIOmen llldonwide. IDMina it the mDil succ:asrua joint martcecer or Jona 
di5tance service ia the~- ~nato J.D. Power lftd Auoc:iala, "-aTE rqwaents 
almost half of all [aldie --·•1 t.wdled cuaaomen."t2 In Plorida. however. should the mcraer 
be approved, GTE will be .,.ucularly hlnned. aiven ill depe111dence on resale for all of ill li~ 
of business. Funhennole. die ... of Florida-specifiC: cownae by the sccond-ticr interexchanac 
canicrs praents OTE widllhe tal thlal of lolina the unclerlyina~KM~n::e of its competitive one­
stop shoppina peck•. 

E. IMPACT OP 11IE MERGER ON INTEREXCHANGE SERVICES 

I. TIIK ..._ WIIJ. APnCT FACIIJTII'.S IUPPI.Y OF INTF.altXCHANGF. 
IDVIC!D 

a) Mlrlll' ..... pu&Jy lncriMI ........... COIKltMrallon 

Both MCIIIId WortciCom 11e vertically intclflled providcn or ir.terexchanae and local 
services, as well • beiDa providcn or important value-added scrvic:es that uliC both 
interexchan,e and local networb. The mcqer would areatJy increa5e the concentration of 
control of the facilitia neceuary to supply interexchan,e servic:a, such as fiber optic 
tr.msmission captiCity. inlelaehan• awilehina capacity. and points-of-presence. 

The mccpr would also lulMcllllially reduce the number of t i litiellhat c:an 5Upply value­
added interexchanJe ICfViccl auc:h as vinual private nctworb and enhanced 800 services, and 
more acnerally, the enhMced fcawrea baed on common channellystcm 7 1ipalina. As smaller 
canien cannot )lei pnMdc m.ny of lhc value-added or cnhanc:ed serviccs which busincs.~ 

10 .ld. 

l2 J.D. Power Md A• ci- ,._ ..._, J.D. l'mwr lllfll AuociGtes A~t~~lysls FiNis DralllfDtif- lnarou ;,. 
N11Miwr nf "'~ c..o..,. l,.rw_. lit l'•rclttublr Lnttr ~ s,,w,., Fm~~~ Tlwir Lnrol CtNflfJIJII)'. 
Janu.ry 6. 1991, hap:Hwww.,jdpo-...-'rele•ut!IIOiotllel.html. 

Pa,cl7ol'24 



-
• P .S.C. Dodlel No. 971375-TP 

. 
demand, the result is • ew:a funher c:onccn&nled indullry for those ICamcntJ. Althouah there 
are thRe .. lllljclr intelaelllaF c.rricn, in some sepnenu thae are only two pro'!!IJen, and in 
othen, juat one - apecially wben it comes 10 wholesale supply of enhanced !lei'Vices. 

Finally, the mawer would also substantially conccntnte the entities providina data-hued 
value-added intuexcMnte .-vices, includina uynchronous transfer mode (A TM) and ln•.emet 
backbone tranlpOit llld ..... 

If approWICl. the ~ meraer would return indUAtry concentration to prc-1996 levels, 
a.~ shown in Exhibit 24. Giwn the barriers 10 entry in this indusuy, it seetm likely dud new entry 
would not be IUfficieat ID oft'lllt Ibis lou in the medium term. Therefore, the welfare I~ would 
penist over ti-. • the indullry'a coatiauina clownw..-d pllth toward• leuer concentration would 
be delayed by two or men yan. 

.) JtiULI ... tGDCentradon 
The clomeltic i~ letVic:a marttec i~ hiply concentrated, a.'i shown by 

"national" Hetfindlhi-Hindunla Index (HHI) fiaurcs. See Exhibit 2S. It is important to note 
that the correct HHI me•ure it IICIUally hip than the FCC's meuure. which includes all 
interexchanae revenues or llpOitiaa Cll'riers. Often. minutes of use are sold many times before 
they are sold to the ...........,, Par example, when OTE sells a minute of use to an end-user in 
Florida. it is pun:IIMiftl thlt minute from WorldCom, which itself may be purchasing it from 
MCI or ATAT if the POP in 411..aion il .. olf-net". Ideally, the computation should exclude either 
rescUers or wholeutle salea to n dkn - iadudina both is double countina. 

While 1 cunory analysis ol paublcribed linea in Florida may sugeAt that WortdCom 
has only a small ...... M ...a,ua baed on line!i alone is incomplete. For example, one mu5t 
take into accoun1 tb.a WortdCom ..cl MCI respectively have the hipesa and second-highest 
revenues per line ill the iadullry. See Exhibit 26. 

A better meaure or aupply II network coverage, which has two dimensiom: breadth and 
depth. Breadth is the number of LA T AI tened by a company's own POPI. Depth is the number 
of POPs per LATA <• men POPs permit men flexible routina and more redundancy). For the 
purpose of this Commiuion'a evaiUIIion, M ..,.,upriaae mcuure of capKity is • pointA-of­
presence count. Exbibit 7 clearly m....... thai. by this meuure, the meraer will greaaly 
increase concentntion in chis nwlcel. 

2. n. MBaGitll WIJ.J, .uncT WHOI..ItSAIJt SUPPI.Y OF INTitaKXCHANGF. 

uaVJCaTOaaa.a.-
Reaale is an impoiUint mechlaitm in kecpina the Jarae facilities-bucd carrien in check. 

althouah rescUers' lbility to do 10 ia Umiled by the Bia11ne's tariff and provisionina Alraleaie~. 
Rc.~llen perform an ..Wtr~~~ funcdae by buyina interexchante ICtVica in bulk at the belt 
available rate~ and then raellina ahem 10 end-users at a price leu than the standard retail rare. Of 
course, thi!i function worb only when ldcqUIIe wholesale supplia arc available; for example, 
the Big Three carrien do aot offer wholesale acceu 10 their Virtual Privarc Network plllfonnK, a 
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service thllt i5 radily available to their own retail cuscomen. Despile this and ocher hurd~. 
re.~lleB do provide dicit own customer en, execute their own bill~. and senerally appear (to 
end-u.~rs) as a true altc:m.aive to abe major faciliticl-bued providen. 

If approved. the propoeed maaer would have a disproponionale effect on the resale 
segment of the interexchanae mll'ket. lmponandy. AT&T does not compete to a great extent in 
resale segments, wbic:h reclucea effective supply for resellen from dm:c canien to two. ExhibiL .. 
27 and 28 dernonslr* the potential of this effect. In fact, thiK transaction would combine the top 
two wholculc suppliers to switcbecl rescllcrs, and the first and third large~ wholc5aJc ~ppliers 
to switchlcss resellen. 

1 ..... ......., MUGD WOOI.O UNDitllMINK 10TH THK FUTURF. 
DYNAMim ,_INTitllDatANCK COMPin1TION AND 111K ROll. OF RF.SAI..F. 

WorldCom il ~ the cazy interexchange induAtry through its waaegy of focusing 
on the wholculc ....... without Ulina a mau market brand. The meiJCI' would cunail 
WorldCom's incentive to supply low-pric:e service and enhanced features to re~~ellcrs. 

Hi~oric:ally, WorldCom did not have the resourc:es to build a brand like the Big Three 
carriers. 1'hul. ill diOica IIIIUI)' wa to focus illllead on wholc5aJc 1upply to I'C5CIIers. 
WorldCom can currently ....... a wholesale ltnllegy because it has different marains and a 
diffcm~t COlt llniCturC than ill larpr brelhrcn. For example, while AT&T, MCI and Sprint have 
invested money to craie the country's fl. 112 and 116 brand1, WorldCom's brand name doesn't 
crack the Top 100. See Exhibil21. 

WorldCom could not punue the ume low-price resale ~trategy if it had a substantial 
amount of hiah-ftlarlin cncl-uscn- a resale stra&egy under that M:enario would cannibalize its 
most profitable CUIIOma'l. Consequendy. WorldCom offers reselleB 110me of the best (i.~. 
lowest) prices, while pric:ina from the Big Three is c:onsillently poor (i.e. high). The more end­
users each of the Bia Three serves. the poorer the wholcaaJe pricing. The merger of W orldCom 
and MCI would undercut lhis pric:ina incentive. WorldCom would have little incentive to 
provide wholeulc supply a1 favonblc terms, knowing that this stralegy would only undermine 
the profitability of it5 newly .:quired cnd-uiCrs. In the end, dk. wholc5aJc price to resellers 
would likely inc:rasc, thus harmina OTE and the subscriben who pun:hue itA raold service. 

a ) WertdC.. provlda better eervlc:e 1o Ill raellen 

In a very raJ ~e~~~e. an interexc:hanae reseller is a larae cu5tomer of the fac:ilities-ba.'ied 
carrier. Thus, there are allewnl dimenaionK of fiUVic:e quality to raclleB: 

• provilionina (lpeecl by which cu5tomer~ are added) 

• billina 
• availability of eiiiiMced features 
• IICI'Vic:c pric:ina and KCeU cfwae pas5lhrough 
• ability to advertile lhc underlying provider to convey service quality 
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. 
As shown in Exhibit 29. WorldCom's level of provisionina is superior to that of the Bia Three. 
A TAT and MCJ 11M oftea Ulld llow and unrelilble provisionina to disrupt the competitiveness 
of re~ellen. Balli ol dlae cmien have been party to numerous lawsuits filed by raellen. many 
of whom claimed to have been put out of business by the f.:ilities-bued carriers • practices.•~ 

WortdCGm's billifta .mce also appcan superior to that of the Bia Three. On 1 ~e~le of 
one to ten flam a ..... IIUCIJ, WUTel (1 WorldCom sublidiary) ICCnd more than 1 full point 
hiaher than ATAT, MCI..S Sprint. Survey respondents criticized ATAT and Sprint•s billing 
services mainly for their iaflaibility.•4 I understand that WorldCom afRO otren raellers f~ 
PIC procesaina. and hal oommiued to offer dual-PIC proceuina shortly (allowina ditrer"nt 
providen for ialerLATA IDd inti'ILATA toll). The Bia Three appnntly charJe for each 
individual PIC chlnte and haw DOC offered to implement dual-PIC proceuina for raellen. 

It ..,_.. that only the Bia Three are currently caplble of providina enhanced service.~ 
such 85 virtual privlfe nctwGrb and lllflic-routable 800 llei'Vice. and they do not make these 
available for .Iaaie. I ............. WorldCom had committed tc a specific schedule for 
developina plllforms to o«er lllhMced llei'Vices for resale. but it is unclear how this 5Chedule 
miaht be pushed t.ck if the meraer is consummated. 

WorldCom allo taiCII 1 di._.t approiCh to pricina. It i1 the only carrier to offer access 
charp pauthroup: acceu c:t..,a billed by the LEC are shown 85 a line item and are charged at 
cost. plus .n adminilanllift r.. Conversely. the Bia Three carriers provide 5e1Vice aenerally at 
fixed '*" under loaa tenn caanct1 and pocket .ny acceu cfwae reductions. 

Relellen oftea bill ia much smaller increments than the Bia Three. some down to the 
exact second. aec..e the rouncHna of billed time typically moves to the next minute (or atlea. .. t 
to the next inaement). per-MCODCI or lix-aecond billina c.n greatly reduce an end-user•s final 
bill. In combiMiion with their lower buic n~e~. resellen can provide substantial savinp to 
Aorida COIIIUIDa'L 

WorldCom al10 allows raellen of OTE to inform their customers ttud WorldCom is the 
underlyina provider of the networt ICII'Vice. all1yina consurnm• fears of inferior quality from a 
reseller. Apn, this pnc:dce is naiiiUIICbed by the Bia Three. 

In conclusion, the Bia Three fall far short of WorldCom in providina quality service to 
resellers. and they oftca withhold fnMD the wholesale sepnent the more IUCtlllive or stn~~eaically 
important enhMcod lerYicea - such • viltUII private networb - thai they offer only at retail. 

n Sec, ' ·I ·· Cftlral 0//b T ....... l~~e. "· A.wricGn T,t.p~totw llltd Tn,Jraplt ColrtptMy, Na&. 94-36116, 94-
36156. lOB P.3d 911. 1997 U.S.,.,._ LBXIS 3l95.1111,ntlllitllttll T'~lolu ~' Co'1'D'flllntt "· 
MC/ T,I«WJM.,.ictllltiN ~. a.il Ac:Uo. No. 1:92.CV-1751-FMH.I92 P.Supp. 1520. U.S. Disc. LEXIS 
9964, Mel NalitNttl/ c_..,.,,,.,_, ~ lw. "· A•rlaut T~,.,_ lllfll T~I,Jraplt CtHrepany, 92 Civ. 
l?l~ (LAP), U.S. F.5upp. 1131. 1992 U.S. Dill. LBXIS 195(M. 

14 Allantk·ACM. ""W\olh air t..,.. Di tn c: c.rier Repon Card." p. 9-2. 1996. 
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... 
The modem communiallions user prefers all service~ from a sole provider. a practice 

known 11 OM·61op .,..,. The Yankee Group recendy found thlt 66 percent of U.S. 
householck would .... aae comp~ny to serve their local and lona distance needs.•~ In GTE' s 
regions (includiq p11t1 of Plorida). 55.4'11 of thole prcfcrrina one-stop shoppina woold select 
from one of the Bia11lftle 1ona distance carriers u their prinwry provider." 

It is likely thlt ..._ prefen:nc:a for bundled ICI'Yic:a extend to bulineu cuKtomerK. And 
because ~ ..._ COGII._. pref'Cftlleel, resellen need ~CCC~~ to enhanced llei'Vice5 !IIUCh u virtual 
privlle neewodcl lid lrlftlc.routlbl 800 service to win over sophillic.aed telecommunications 
u~e~~. The .,..,._ for one-s&op ahoppina means thai the aupplien which cannot offer buic 
and enhanced aervDa • I bun!fle Will be at I diudYantiF in the marketphace. The meraer 
miptthus deplhe nnllln ollhe .. maverick" WortciCom. 1 c:ompm~y that stood rady to make 
the inveatmenl llld CDDIIIIbnent to develop 1 wholesale platform for enhanced KrVice5 raaJe. 
Conlequendy, If thia ..., ia consummaaed and WorldCom haJtA development of itA wholeule 
platform, raeUen would be a much diminilhed competitive force than they otherwi~~e could have 
been. 

1bere-. 1tnJa1 economies of scope between servina bu§ines. .. and residential UKni, u 
their diltinct ..._.pat It different times of the day. Buaineu uaap peakH during daytime 
houn, while n:sklentialclemiM is more distributed throup off-peak momina and (particularly) 
evefti111 ..... ..._ ct.e different pab tend to bablnee each other out. aupplier5 serving 
both busineu aad •idladll .....-a• will have hip netwodt utilization. Thus, supplim that 
cannot radily 111tnet Mineu ...,., due to a lack of enhanced featurea. will be at a further 
disadvanaa,e when c:ompedna for residential cultomen. A leu balanced traffic load ha... a 
8Ja1Cr impact oa aetwolt COlli. As a sa.re known for itA telec:ommutina potential (particularly 
around the T.,....st. Pelenbura area), Florida mua& consider the connection between this 
buaineul~aicleDt1allllllhllftd a carrier' a ability to provide enhanced ICI'Vica. 

e) Network ...-Y and CO¥CI'8p 

lntetexct.n,e networb which are only partially facilities-bued (i.e .• rely on leued 
uanspon and resale of other intauchanae networks) appear to auffer from quality problems. 
For example. Excel Communicatioaa, the fifth IIIJCII intetexchanp firm in terrnA of 
presubicribed linel. miplled the bulk of ill traff'ac: away from Frontier because of ''the failure of 

1 ~ YIDkce Group,_ llfr , Y...tn Gm~~p SMrwJ FINis .4T.T /1 Top Cltnl« ft~r QHu,.n lltt~resr~ in 
Silf~tl~ ColuetutkGIIttu ,.,, ~ 20. 1991, hnp:l/www.y~.comlprcu_rciCIIIICI/dt.html. 

16Jd. 
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F~ 1D .del die llelWOit Clpldty Meded ID hlndle the comp.ny'1 powth."17 The primary 
beneficWy of ............ WortdCom, with portions of traffiC al10 beina awarded 1D MCI 
andiXC~ ' 

WorldCoaa'a ....... qllllity viM-via Tier II carrien (for example, Frontier or LCI) is 
due to ill ...., CD\WIII oldie CDUIIIIy thnJuah more POPs. more awildlcl, more owned fiber, 
and limply more experilnN • runnl• • inlauchanae networt. 

WortdCom'a beaer POP covet1tF via-t.via Taer II carriers al110 raultli in lower tran'J'O'( 
cfuu'JJa. To termilllle a call in a LATA where the carrier doea not have a POP, the carrier mul.l 
route the call 10 ....... anllr'a POP via lelled linea or switched traMpOrt. See Exhibit 7. 
MeR often tt.. ........ _ lballbe POP and the tnnaport cap~eity IIIUII be leated from 
ATAT, MCI or SpriiiL ........, if the merpr were consumiMICd, 1witdlcd raellen and 
reaionaJ carrien loolci. 10 liJI ill NIIIOie lla pp1 in their C0VCt11C would only be lble ID tum 
to the Bia 'l'lne. 

4. GTE Ale J'l.o.aDA CONIRJMIIII WOUI.D IF. HARMF.D IIY niP.SF. AOVFJISF. 
CIWIIGD Ill 'I'H&ItJIIfLY OF III!:IAJ.It 

Cunendy, OTB'a prilldpll Florida aclivitia are providina local llei'Vice and wireleM 
service in select nwbla. OTB IIIIo oft'en interexchanae ICrVicel on a reule bui1. primarily to 
re~idential and unall bulineu ~. OTE and other reaellerl are atill hUJely dependent on 
WorldCom for wbulwale .....,, beclule of the smaller carrien' poor quality and IMCk of 
nationwide~ •I .... IMidnued above. The ldvcne irnpKC on OTE .. "<1 ill' Florida 
consumen ..,..._10 Olher ftllellen. and GTE liCIVel u a convenient illultnlive example. 

A major soun:e of OTE'a powth and competitive ldvantaF in Florida comes from the 
joint marblin& of laald 1oaa dill-=e ...-.ice with either ill basic local or wireleu lei'Vicel. 
This ..,.......... ._ been quite qra.~ful for OTE. To effectively compete in all upecb of 
Aorida's i~ aelecomm~-..ionl .,mentA. GTE muat be able to maintain a Atronl 
relationlhip widl a ftllioatl facilidea baaed inaerexchanae carrier. WorldCom i1 exMCtly that 
carrier. WorlciCom will10011 provide a fulll'lftF of llei'Vica- ::J't buic and enhanced - to 
GTE. while other IIDIIIIer r.dlitlel hnd cmicn falllhon on optionl. Additionally, the Kmaller. 
reaionaJ networks- DOt Viable for 01'8'1 nltionaJ plans. and a multi-vendor IIOIUtion is not 

operationally effieiant for OTE. OTE IIOida 40 puldlale wholesale ICtVic:e from a carrier with an 
extensive netwolt of POPI. Carrien IUCh • Frontier, Qwat. or Williams cannot currently 
provide GTE widldlellltwork capallilitiea it needs u a reseller. 

GTE'1 objeclioa 10 lbe ....,...t meap has ill bui1 in OTE's cunent relalionlhip wilh 
WorldCom and how lbe •• ,... would c1amate lhal relationship. OTE is a raeller of 
in&erexchanJe tervice ia ........_ widl WorlcJCom 11 itA primary wholesale aupplier. Thi1 

17 Eac:cJ Comnu•aaa. 1&., ... , ttr•u••• Dicu••ioa _, ~ crl PiMIIciel eo.dieioa ..t ltaulll crl 
Opcn&iona. .. 1996 AMwll,.., • ,_ I O.K. ,._, 13, 1997. 
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arran.,nent ha .alowed OTE to continue arowina ill commeteial praencc in Florida. Beyond 
local Mel w--. • viae. OTE ia lble to offer branded lona disuncc service; in other worck, it 
has become tbe w.l fll G I I HI ap IIIDppiDa provider dill Plaridlanl demand. 

Stuntina lhe JIVWib fll this initial raalc bulineu will hinder OTE Mel other raellcr5 in 
their expansion efforta. Witbaul a 1Uon1 raale buaineu, OTE cannot develop the brand 
aw..eacu. lila _.... ..a ~ ~ ...ted to ease the tnnlit;on to 
facilitia-blled •vice. 8wa -.u--. Cipital invatment by OTE could do little to overcome 
the barriers to en11y in a COIICellln.led industry such u interexctaan,e. 

5. .. ¥1C&Qt1,\I.ITY 

WortciCom hal cbolea 1101 to conJOiid.re the two networb of ill lldopcca, thole of 
IDDS Mel of WiJTel, .,..m.uy due to the diffiCUlty of intqn~ina differa~t switchina plaafonn,.. 
This reality llllba it ev. lea likely lhll the WorldCom'a two networks will be seamle551y 
intepaled with dull fll MCI. 01 caune, the comp~niel could preserve the networks in their 
current lftd .,.-..e .-c; bowever, in doiDJIO, they lole any uvinp they souJht from meraina 
in the fir5t place. 

The ....... plltiel illilially indicaled that they miJht withdraw from the reaidential 
scpnent ....,_, Nducila c:Mice to tbe aiJady wona-aerved seamen• of the intcrexchanae 
industry. aer..d Men. WorldCom'a CEO, told B1UIM11Wull thll a merpd WorldCom .. will 
loot II the •id'lnlill ..... • Joaa • it doesn't hurt our stock price."ll Wall Street has 
conoborlled ..._ ildl nd•i .... the meqer announcemena. one analyst noled, "The (one 
drawback to die ... ) il MCrs •ldeatial p...a of the bulineu. thai WortdCom hu never wanted 
Mel hal never.,_. involwd Ia."" In lOCal, there is little proApeCt thai the anticompetitive effects 
of the merwen wiU be oft'lll by die efficiencies. 

F'. 1'Ha MERGING PAIITIIS, COMrinTOitS AND SIUCK MARKET 
ANALYSTS HAVE ALIIEADY ANTICIPATED 111E ANTICOMPmnvE 

IWICTSOf,_ MaGER 

In a~ c.tl with lfOdt ..aysu. WortdCom ..........-t opined thai the meraer 
would prodla .._veuue a)'Mfliea." which we.e then buik in10 the projec:ted financial pins of 
the b'anlaction. This .. •••:emenc of revenue per custome(' iA a thinly diaaui!ied 

11 ,_ e--. -n. New W.td Onler: Widl his .,.. bid for Mel. Bcnie Ebben ICieb In build WortdCom 
Milo a MW .... tJI ....._ ........... lluMu6WHi. October 13. 1997, • 
....,.J/wMd•lnl •• -'lt97#111.,541001.hlm. 

19 ey.dMa ....._ Ua 1 .. ClpiMI ......._ quolld i• ....... ia 110 deal rcw c:GMIIIMfa," O.vld Bmwenn.n, 
IISNK, llllp:Nwww W .. 11 ... ..,114314...-oDY. 
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~w eft'ec:t of die b'llllledon.• Stock lllllkd analysta liNe dull thit~ li'IIMKtion will 
cae the pre111n on .....- on the metaina pllliea. The 110ek market vaJWICiOM of both the 
mel)ina .,.._ llld their flcilities-bued competitors have rocketed between the time of the 
announcemenl ... the penni ct.1e. while the bro..t IIOCk martcc hal remained euentiaJiy flat. 
See Exhibit 30. nil skew llfleclllhe expectation thai the rnerJU is aood for all facilities-ba.lied 
carriel'5, ..,.._.dull it II hiahJy -*ompetilive. 

This evidence provicled by chis IIOCk IUI'JC is reinfon:cd by the feet dull the larac 
fac:ilitie5-bued i~ c:ompetiiOn have noc prolesced thi1 merpr. which i1 highly 
unusual in~ ofdda killd. Indeed, AT&T hu alrady declined to pu.~ throup KCC5.'~ cuarge 
reduction~ in._ 1997, l•••ad ratn~eturina ill rates 10 substantially rai~e ofT-peak pric:a to a 
larp number of CU~ea~~Wa. especially senior citizens. 

G. SlJMMAJtY IVAWATION OF 111E MERGER 
The ,....t lllllfiW, if approved. will advencly affect Florida c:on~Wmeni and 

busineua. There will be a lllllbd teduc:tion in the number of active competitors, which will 
have an .aendlnl efrect on prica. As I indic:aled earlier, even an increue of u little a.11 a penny a 
minute would raiJe lhe i~ COitl 10 Florida conaumers by over S 170 million. The 
public: intcrat will nat be __. by this horizontal combination of indu5try leadeB. Any 
.. efT'ac:ienc:iea" or .. .,...._ .. raliMd would likely be ofTIICt by the lou of one viable competitor. 
What MCI and WOitdCom .... miltically refer to u .. revenue syncray" is probably just the 
expectation of ........ pricel. Wblle OTB will be harmed directly by thi1 meraer. ocher fringe 
firms ~ dlftluah .... will be similarly affected. Those provider~ with a larger 
competitive preMnC~ Ia Florida lhln OTE (e.,. Exc::el) will be harmed to a pater extent, and 
many pocentlal enu.M~ will find themlclves precluded altopther from enlerina an industry with 
such inc:reuccl c:o~aceatnlion. 

The bMicn 10 entry, c:ombiaed with the trend in horizontal integration of intcrexchange 
servic::e5 onto the same facilities, 1Mb it unlikely that new entry could check the advene efTec:t11 
of this meraer in the medium term. Oiwn dull the inacrexchanae induwy is oliaopolistic now, 
the meraer will further folatall c:ompedtioa. resulting in a permanent los. .. of c:onJWmer welfare. 
I therefore urp the Olmmluion 10 examine in more detail the implic:ation11 of this merger for 
florida COMUmetl, Md 10 obWn relevllll information from the IIICIJin& panics which may 
permit a IIXR careful l8d dlorouJh IMiylia of lhele iuuca. 
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COITec:t, to tbe belt of my bowledp and belief. 

State of CaliforDia ) 
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SubKribed IDd awom to before me this I Odl day of Fcbrulry 1998. 
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't(1 I d tW v ~s,) 
Notary Public 
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prn liN ID Caa6r &e aa Prmn.-lnd DereplatiaD in abc US, UK ancl.Japen. 
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Teleca ••kalica 1114 ~· iDvited ...,.., Plleific Economic Cooperation 
Coaltnaoe OD SlrucUal ~Kyoto, J~~p~n. October II, 1990; PECC COl(~ 
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23) "The Patiticallkl.-y al ... •lelioa, • with James M. eam.n, lhlslltas cl Sod«y. S.P. 
Sethi llld C. Faa.e (..._).la~ Boob: 1..ainpJn. 1917. 

24) •Public ReaaeWicJn al.,.._ Activity: l••letory Failures, • with Jemcs M. Carmen. JtNnllll 
ofAIMN•• ........... IM.S. 

25) "The ESicta of...._. tiii'JII'I onladullry PraductiYity end Paf01n18nCC, • with Curtis M. 
Grina, ilmled JIIIPII', Tm 'f 011Mion I eu •~h ao.d. Netianal Academy of Eftainecrina. 
J..-y ... ,._,,71 ""~ if«tJrd 1029, 1916. 

26) •Reviw-.-aldie U.S. freiaht Jnduslry: An Orpniational Peupective. • With Curtis M. 
Grimm,/,.,.,.,./Wiwtty ~. K. Button A D. Pitfteld (eda.); Clower: London, 
1915. 

27) "The VU.aiBc••io 1'lllary ill ........... Edlalion. • 77w AIMrlctut EcoltoMic AslocltldtM,..,. .Proc ..... 74(2), May 1914. 

28) "Pubbic ..,...,. ofu.taet Acti\i ty: Jteauletary ltapanla. • with Jamn M. Cannan, 
JOfP'fflll o{MIICI...,...,, Sprina 1984. 

29) • ADiilrult Merbt Deftaaitiaa: All ........ ApproKh. • with Thoma M. Jorde, CGiifontill 
Lllw~72(1).Jn_,I9M . ....-ia~Cowua~Aiurwii.Meuhew 
s.dlr, 1915 ......... ill..,_, biJtoloD. A.l. O.Yil (eeL), Andenan ..... ilhina. 1995. 

30) •SCructlnJEe• •iDI oldie U.S. bil FJ'Ciahllndustry: C~ E"*nce end Mcrpr 
Policy".,tiDidsn,•widlon.M. Orimm. ~bJMtd 17A(4).July 1913. 
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Prelcripbonl. • with CUrtis M. Grimm. ICC htlctlotWn' JOfU'rllll, July 1983. 

32) •Merbt DlfiDiliall iD tile Mlrll' GuicWina: lmplicetionl for AlltiD'Uit Enforcement. • with 
~ M. Jank. ~-Lllw ltM6w 71(3). Mardll913. Reprinted in Alllilnut Policy 
bt lNuldM: 7lw ~Ill Lllw tutti &:oluMtics, Fox and f'alvcnon (eda.). American 
Blr~c-.,1914. 

33) "Pubbic ,,...... ofw.tret Activity.laltitutionel Typolacia ofMerlcet Failures: with 
Jama M. c.-. ""--1 II/ 1t. ,.,..,.,,._ Sprq 1913. 

34) •PolentieJBIMftll of'lai1MII .. 1: Aft &onome1ric Anal)'lia of Network EtTccta on Service 
Quality, • with Ctifllnl w-..... 116¥Wwll/ ~tutti SIMUtla 65( I), Febnaary 1983. 

35) "'eatd 1i•· A lAIII T-Pa ; 1cliw, • ......... ~Polley: 7Jw Field altll 
lu F..,., IWwiD M. .. 1111 1 llld Lee E.,.__ (edl.). St. Louia, 1912. 

36) "The F;.ncw Pab I e llld Plwpectl oflaitro.ds ill the South and Southwest, • with 
Curtis M. 0ri1PD. T..., ... ltM6w. ~IDeccmber 1982. 

37) •Moft on Pin I• 011: A...., to COOIIr end to Vitoa and Winlton, • with Lawrence A. 
SulliVIft. ~ t.w ..._, 129(6). June 1981. 
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31) ,.,_,,_11M W F.., $)11,_: Cortltllfd ,_., o/IN~telt Lbw A~ts. 
U.S. D D •-ofTnalportation. WubinpJa, D.C., 1911. 

39) "D... ..., ofltailraM Proftllbility: AD EoaDometric Study, • wilb 11leodare E. Keeler, 
~ .. ,_, •• &My$ lit HOittW of .ltlaalt INIMM. William G. Shepherd and 
IC-" D. ao,. (eda.). Michipn SCate Univasity ........ 1911. 

40) .,.11' 'C oa ........ oly Oven:hqe: A RciPCII* to Lades and Potner,• with Lawrence A. 
s.an... ~..,.._.,,,IW ltiWftv 128(5), May 1910. 

41) •Supplial of Lett a-t: Ecoaamica of Self-Supply in Common Carrier lnduatria, • with 
Rablrt A. U.,., ~ ly lt.w.w of~'* Jwllteu 19(4), Winter 1980. 

42) "Ba••a ~ofiJPI DIMity Rail Una.• nw Loptlcs IINITraluportiiiiOII ~ 
16(1), ........ 

43) "Puuiaa oa the Moaopaiy Owrchqe: A Comprehealiw Policy Analysis. • with Lawrcnu 
A. Sulli-., ,_,.,_,. LtJw ltiWftv 128(2), December 1979. 

44) "Ritic-tm,. the PhyticaJ Structure oflbe U.S. Rail Freipaladuatry," NatiOIItll Rllilrotld 
Po/ky. Joiat &c__.;: Ccl•wniaec, U.S. eon,re.. Wuha'IIDI•· D.C., Oovcmmcnt Printina 
Office, 1979. 

45) ·s-.. ~ ofltail C...lftd Dilinwltmcnt Criteria.· ~-Ra.vc~t 
R«onl611, 1971. 

46) "Economica ofTraflc Dnity in the Rail Fmpt Industry,• /k/1 JOflnllll of Ecot~omics 8(2), 
Aucuma 1977. 

PAPE&S, UPOR'I'I, Pll&SENTADONS A PROns5JONAL PROCU:DINGS 

I) "Telec.-Gmmmicatioal T...te aDd laftllment Opportunitia in Olina •'ld India, • presented to 
the MaaKhuleal Telecoam...ucationl Council. Bolton, February 1995. 

2) "The 5lrUelic ...,ieatioal ollllllrK1iw Broehld Telecommunications Networb for 
Competition IDd Public Policy,• Pfllll* d to the National Communicetionl Forum. Chicaao. 
ScJ*mber 19M. 

3) "Competitiw ..... ~ ofV.acall.elalicD between Equipment Vcndon and 
Tcleoammm~ Slrrioll: I TIDM hm the French Experience," with Jolnne Oxley, 
prac:nted to~ a.p..l CGdnnce oflbe lmemational Telecommunications Soc:iely, 
StmunaftdeD,S ...... .._21,t993. 

4) "Obcaininl Competitive JnlellileDce * Cratina Cclmpctitiw Advlncqc dlrouah the Public 
Policy Procell, • widllllwa a.ria. ilwillld JIIIPCI', AlmuiJ CGalerence of the Society for 
Competitiw lntcllil•n fni•JJixda,l.ol Antelea. April2, 1993. 
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5) •Depioymllllllld Adapciaa of ....... Scrvic:a DiaitaJ Network in che U.S.: Propaa lnd 
Public Policy a.cla., • with Luis Enriquez. invited ,.cr. Twenty-Founb Annual 
Coafcreace. Michipn S.. Uniwnity Institute of Public Utilities, Willilmlbura. VirJinia, 
Dec Ember I, 1992. 

6) "MMrbt DefiaitioD IDd Mllbt Power in che Spor111Dd Entenainment lnduary, • invited 
pre• 11111.-., ADtitrult Section. America Blr Auociation Annual Praceedinp. San 
Fnncilco, A..- 1992. 

7) "The ~of IDD&tltiw ..... litiOD far Tcleeommuaicatiaa • invited praentation, 
Confcrcace • AIMDIIiYC l.lecioa, Dlinoil CommaciC Commiuion. OUcaao, July 1992. 

8) "The Eft'ectl of Public Policia Oil ISDN Deployment ac1 Adopbon in the u.s.: pracnted to 
lntcm1tiaall Tclee a..,..,.._ Society, Caanci, Fnncc, .hme 1992. 

9) "'temcwiaallll MFJ _.... • JaeerLA TA Scn-ica. • invited tatimuny, Subcommittee 
on Tcleccm-..Uiiaal A Fa.ce, U.S. Houe oflt.cpiesentaava. W..aun,ton D.C., May 
1992. 

10) "The lnlpliolda111 ofT•• n Jaeiahonllnftutnlcture lnwltment far RAD, Innovation and 
Compcti1i,_, • iDvitld •1111011)', Subcommiaec Oil Communications. u.s. Senate, 
WuhinatDD D.C., F*-Y 1992. 

11) "Principia olOWinallld PrioiDI far TclecacmnuaicatiOill Jteau1ltary Policy, h invited 
'elfin.ay, Colondo Pulllio Ulilitiel C"Gnmiuioll ED BIDe a. iaao Denver, February 1992. 

12) "Dcrcp1atioD IDd loLIIIde a.ak Ealry in California,• with Lee Burke, Racarch Report of 
the California Policy SemiiW, uc a.treley. Apri11991. 

14) •Economic Jatioaale tar a National Fiber Optic In~: inv1ted lddreu, 
~ Sid' Forum • Tclec MIII1MIIIicatians (lpOftiOI'ed by Amcritccb), Wuhiftaton 
D.C., Fan.y 1991. 

15) • ApplicaciaDI otlaceDtive RIIUIItion: I'UIIntemational Compuilon. • invited pracntation. 
Confcrcncc of California Public Utilitia Counlc1, Lona Bach. CA. October 1990. 

16) "The Role ofTelecommuaicllioal in Jtqional Economic Development. • invited address, 
Rocky M0U1111iD Slate Leedln ec.r...ce. Billinp. Moallaa. October 1990. 

17) "Telec:c ................. Policiel ia ... ow.J MlrUc.. invited addrcu, Camq1c 
Council, New Ycft, NY, Oelalllr 1990. 

18) •Wby We Need a Nllkw' TeleccnnM'icationl Policy: A Cooqwaave Pea&peetivc, • invited 
addreu, Policy..._ H=t• nacnt Confcrcncc, Bell Comnumicationa Racarcb. Mumy Hill, 
NJ, October 1990. 
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19) ~ lfll•lesjce lor Telephone Utilitiel. • iavitld PI eaenlldon. Worbhop of the 

CollndD ~ UtiUiill Commillion. Deawr, Slpeeatber 1990. 

20) "''''lllole otTelec D •'M'icetionl Policy, • iDvited leclure, Conference on Economic Dewlupl•- ia the r.cific Nclnhwat, Ponllnd. Onp, Seplember 1990. 

21) "TTie~ loaeolllia of'TellcciiiiiUiic:alicllll: J...,aicationa for U.S. Policy and 
Ou 1 If lidM ua: iavitecl11rieftaa of U.S. Coaan-ionallllfl' on tclecommunicationa 
(111--aa.,PIIoifte 1elaia), San Fracilco, Auplt 1990. 

......... .... 

22) ~ CGmpetitivenea and lnfiulnlctun Modcmization Act of1990,• invited 
MltiiM'IJ, c-micaticr.u Subcou•niuee, U. S. Senile, Wuhiftatan D.C., July 1990. 

23) '1a1 n'"' ia America'• FUIUrc: invited eaay, 1989 Annual Report of Southwa~em Bell 
CCJqMnliaa, St Louil, 1990. 

24) "The Public SwitcMd TdlpltGDe Netwark and Rani Economic Development. • invited 
leclure, ....... S.IAiden' Conference, Helena, April1990. 

25) •JJ Public Policy tt1 dna the Needl of Conlumen?" invited paclilt, Conference on 
TeleoM••..._. T...,.._IDd Policia, C.. for Communications lnd Information 
Scimce A Polioy, U..lity ofPenntylvlnia. March 1990. 

26) -Teleoll i _._ • a S.llejic lndullry, • invited adcftu, New Enallnd Council, 
Bolton, F*-Y 1990. 

27) •fiber to the Culeomer: A Public Policy Pea~peCtive: invited piper, Watcm 
CcJmnuticlliaal FGIUID, S. Diep, February 1990. 

21) s-. C'lllir IDd Moclea..-, •s.c Jteaulatary Reform: Recent and Future Trends; Fifth 
Conference aa S.. TeiKawuP .. icatiaaa lqulation, Univenity ofUIIh, Salt Lake City, 
J..-y 1990. 

29) Invited '-lilt, "Crccenedd of IDfonnltion TechnolOIY: Board on Telecommunications and 
Compuler Applicatioal. Natioall Academy ofEnpnecrina, W8Luqton D.C., October 1989. 

30) fllvited PIMiilt, •JDdulay F--. • Alnal Mectina of the U.S. Telephone Alloc:iation, San 
Fnacilco. Octoblr 1989. 

32) ·~in the Tr.....,.._lndultria: Leuonl for Telecolamunicationa Manqcn," 
invited p~p~r, C.. 6lr Tcr. ••waicationl Manlpment. University of Southern 
California, Octoblr 1919. 
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34) "The Str.*liclmplieatiaal of Telecommunication Dcrepla1ion in Ewope, • invited 
p1 e 1 1111iaa, StruePc MMipiMilt Society, ~October 1911. 

35) -yeleaa 11-icalialll Dlreplation: Implications for the California Economy: invited 
praenlatioD. Califomia Foundltion for the Environment and the Economy, Carmel, June 
1988. 

36) • A Compllilan of U.S. llld J~aeH Policies towanl Information Technolops, • invited 
pre~a~lltiloa. lldli1lltiooall Public Economics Auociatioft, Tokyo, May 1988. 

37) •JnfoamltiaD TecbDolosia. Public Policy, and Rqional Economic Development. • invited 
adchu, Coalcnacc ClllJteaioaal Development in Jlplll, Hokbido University, Sapporo, 
Jlplll, May 1981. 

38) •The lmplicatioal of Linr-of·Busineu Rqulation for Diversification Stratel)' 4 Enterprise 
SlnletUie,• prc•nled to Strltqic Manqement Society, Boston. October 1987. 

39) • Altcralliw Jteplaay ......_.orb for Local Exchlnp Carriers, • invited praentation. En 
Blnc .._ .... of the Calilnia Public Utility CommiaaicJn. September 1987. 

40) •£maailti Teleccl'nnuril:lftanl Policies in &npe,• Briefina of California Lqislative 
Laden, Lot AqeJa. SqAtmber 1987. 

41) •J..,._. CGrporaa Phillnlhlopy in the United States, • pmented to Academy of 
Manqemeal. New Orlelnl. AupiC 1987; Center for Rnearch in Manaaemcnt Working 
Paper BPP·23; publiahed in IUmiMfY form in Sll'tllegtc Dlr«ttou, with Barbara Lombardo 
.S David Votel, Aprill989. 

42) "The Eflal ofDinpllliaa GD CcllllpditiCIIl and Competition Policy in Blnkina: A Review 
of the Liaalfln.• womn, PaperNo. 4, National Center for Fiuncial Services, Berkeley, 
Auaust 1917. 

43) •Compctitiw Straqiea UDder Jcplaay Coaslraint: Implications of the AT&T Divestihft 
on Verticalltelltioal in Telecolnmunicati: with David J. Teece, paper pmented to 
Stralqic Manqement Society, SiappoR, 1986. 

44) "The EcCIIlomic Conaequences of Dereplation. • invited adchu, Emerpaluues Propm, 
Conference ofNaliCIIlal State Lqillatiw Laden, Los Aqelea, September 1986. 

4S) •Public Policiea tDnrd Utility Diwnificalion: All Oven"iew: invited praen1ation, 
California Policy SeminariCalifomia Seaale Office ofRaearch. Berkeley, April1986. 

46) "New Technololia for Local Loop Acceu: All Economic and Rqu1atory Analysis: with 
Gary Pilao, Oflice ofTeciiDolcv Annrmart. United Statcs CGnpaa. June 198S. 

47) •ec.por. c-.urity ~in the Greater Sin Fr.leiiCO Bay Area. • with D. Voael 
and J. Lopdaa,C...forRIIIIKh in M..,...,t. wortaaapeper. Berkeley, May 1985. 

48) "The Fuue ofT• a 1• ........,.lleplation, • invited pre II! nlllioft. En Bane Hearina of 
the California Public Utilities C...Uaim. Sin Francisco, Nowmber 1984. 
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• • llarrtl ..... 
49) --raaa_, ia ~of die Taxpayer Antilnllt Eaforccment Act. • Judicilry Commince. 

u.s ........ May 1914. 

WALTER A. HAAS SCHOOL OF BUSINESS 
Chair, •••in 111_. Nllic Policy Group (1913-14, 1~93). 
Policy llld ,__., Ca1anaillle (1916-11; 1991-93); Chair (1917-88; 1992-93). 
Chair, ...... ill • ± II aad Social Policy (1~90) . 
...... School~ ......... Coaaillle (1916-91). 
Ph.D. Field Mvia, •• • ... Public Policy (1911-17; 1919-91). 
Policy_. ftrnn' 101 'nee (1991-3; Chair, 1992-93). 
Member,-.. otDil ..... w.....,._ Cempua Pqnm (1990-93). 
Direcear, '1111 Ernldive ......... (1913-15). 
Direcear, Eucadw ........ ia Telecommunications (1919-92) 
Chair, Euculiw liduDIIiaa Tuk Force (1991-93). 
Mink, a.d of'Dil-1. llrDley Center (or Eucutive Development. 

UNIVERSITY OF CAI.IPOINIA, BDXEI EY 
EUCIIIIM 0 ·1111. C... far R111 r rch ia Mentpmrnt ( 1989- ). 
AdYiay .... Lelelr c... for llmcmtiaa ad Eanpnaeunbip (1992· ). 
C)eoellan M\-ilory Cr-•'llle OD '-kina (1918-89). 
Execulive eoa.illle, ~ Fta.lcial Senic:a Ccnler (1916-88). 
Executive Ownalillle, ._ilult ofTnalportation Sludia (1911-83). 
Directar, Caller lorl'rwaijMallliua Policy ltaarch (1910-82). 

UNJVERSI'IY Of CALifOIUJIA. SYSTEMWIDE 
Warkial Group aa Technolop n..fer (1911-90). 
Tllk fcne aa Telee alllftUiicatiaalllld IDiormatiaa Policy Rar-.rch (1984-85). 

AC"hhay oft' 1 Nllf 

Slraqic Mn a • .-.Society 

lntcrnadaael Telee a ric:IJDoal Society 

Allociatiaa of Public Policy ADalysia and MaDaacment 
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Oownal'a Ad Hoc Coaniu.ee, Golden State Qullity A warda (1991·92) 

...... ..... 

Cblir, Nilllh A...a IMa••boaal Conf'crcace oCcbe s..pc MIMpment Society, San 
F,_iiDD(l-) 

_A_,cilleldilar, Calffamia ............. Review 

A• cilllldiiDr,laaillicl -.d Tnlllpartlllicl Rmew 

Edilarill Abilai'JIIoud. ~ ...... 

Sllliaa o.....-. Telloommunicalio Policy R1111Rh Con~ (1918, 1919) 

S-.iaa ~. Acldemy ofMaftlacment (1991) 

~ ~DJtlfllfllll of~; l,.,trlilltllfd Ctii'JIOf"* C,_,.; 
.._,. f{ ._ .,__..; Jowrtlll of~ ail ._btal; Jtlfllfllll ofhbllc Polley 
...,.., • .,_, ••: Jtlfii'Jflll of~~.· NIIIUMtJI Scla« FOfUIIJiuioll; 
Q'uRiriy ..._of~ lllfll llulltas; ltlw.w of~ lllfll SMIUtlcs,· r-. •.• ,rwr~~M~ Polky. 

&- mkCe=·'diiMPNMis 6 rsw 
c.1i11n1i1 ~of C-. mer Aft'ain (indullry ..tylil; tclecommunicationa policy); 
Catilaia Ofllce ol ~General (lfttitrust...,.. in 1ft indullry, mcrpr -lyaia in rood......,...._,, ...ae price •iaeawa in conaumcr electronica. in&nt fannula 
lll'icial); CalilarDia Public Utilitia Commiuion (tach replai.y economic• A policy to 
Cal•• · tianllafl); , ...... ec.,aeRe Commillian (rate replltory policy, mcrpr policy, 
COIIilll ~); Oftlce oCT~ Aaeeument (tclecolnmunicatiana policy); U.S. 
~ ofl"nDipentiaa (raitro.d industry rationalization. mcrpr policy); U.S. General 
A.cccM"iitt omce <tranlpOI1ation policy). 

!CIIeletpgr Bgpt T.itW"')' 
Pacific Bell (product~ competitive llrllqy, replaloly policy,~ deployment. 
MFJ a-LATA relief); US WEST (replatory policy, COitina 8 priciDI principia, local 
~-- iflteiQ!DIIIcac.); Amcrilleeb (price rqniHion; local COinpdition policy); 
a-.1 TtllpMN (Jirir' Is .... .._, policy); Wawa c.J Traftic l..eepe (raitro.d 
lll'icial); c-olidlllld Pliflhi"'JI (molar .n. Jllio'al); Soulhlm hciftc Tranlponation 
Co.(_....._ ....... ~ ..UIIftiiJII'_.,. priciaaoftnca,e ri ..... ); Americln 
Prelidr1111tll iiiiOdll eo. (_,..liaiaa policy, _... ...,_); Bell CoalaulicetioDI 
R 1111 ell (UD polioJ ...,.); Bell Adlnlic (price rep"'M-\ cable '* replation; ccllullr 
telephone joint WIIIUN); loudr•aaau Bell (price replaliaa, local COinpetition policy); 
BeiiSouth (price re•e!eej=· local competition policy); NYNEX (FCC lpeCtNm auction 
Nics); United S.... Telephone Auociation (FCC price replation); MFJ Tuk Force (MFJ 
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.... 12 

- ...... ~ Nlf .......... Canpaiel (CIMdi• inllrcGnnection and local 
-.etitima policy); .._.. (Nnian inter~ IDd local oaa.,.tition policy) . 

.... ,i'i ... Egptft IMj•mgy 
Eleclriall ....... llidlfl!inh&Y -·fitc:Yiltt equipment; camtplied ... pipe 
produael; pipl Mil alii•; ..._c. ..w.; elediGDie liahlialballuel; macioa pictaft 
......,.... ........... exllliWtiaa: ............. --dlwq.lratt; eemicanductor 
._,IK_... .... , .t; ......... ooaverten; wcwlwwa'aOGII ..... -......: 
ICIIlioMdiK U Dill ..... ; Iaaie o(lllecommunicali equipment lnd laYic:a; after· 
...trd .mcial oflllec a IMJUic•tions equipment; on-line iDfonnalion and lrlniiCtion 
.me.. 

July 1997 



Harris Exldblt l 

lnterexcbange Carriers' National Coverage 
AUU.S.,J......, 1998 

Ewa~am PQpnlarioo e 
Pmspg; Coycrcd 

AT.T 71S 100'* 
MCI S82 tOO% 
Sprint 399 99CI 
WorldCom 162 82CI 
Qwe$t >100. Dla 
Frontier 90• 68CI 
IXC >1S- 63CI 
Cable • Wireless 3S 4S~ 

LCI lS 11~ 

e 
.... ATAT, MCI.SpiM. W.WC..CAW: QIIL,_,.._._C..Fk 

.: COG. ............ Ollila:~ ............ ....... 
La:RXT .. ft(Splc:.c-c.J IXC: ........... .- U.S. C.. 

~ . '*' . _,.... ............... ....., 
- Jllaacal ........ ....., .............. ....... - ~-..._.....,....,. ·-~-

• 



HA~S Exa..rr 3A. • 

'AT&T Ne~ork Coverage In Florida 

eciay 
.ATclT POP (36 Total) 
I)"'" LATA wilh POP 

• • •• 

" .......... ....... 
100% 



HA~S E~IBIT 38- e 
· MCI Network Coverage in Florida 

e(;ity 

.MCI POP (34 Total) 
ilLATA wilh POP 

• • •• 

% .......... ..... 

100% 



~~JC· • 
· Sprint Network Coverage in Florida 

-city 
.print POP (32 Tocal) 
.i.A TA with POP 

• • • • 

" .......... Served 

·~ 



HA~S~4A. • 

Worldeom Network Coverage in the U.S. 

....... % ,., ....... Served 

8 LATA wilh POP 12% 
0 LATA wilhout POP II% 



HA~S~4B· e 
Worldeom Network Coverage in Florida 

• • •• 

e<:ity 
.Wortdcom POP (16 Total) % .. IIIDIII ... ..._. 
• LATA wilh POP 9"7'% 
0 LATA wdhoul POP 3% 



Harris Exhibit 5 

Coverage ofWorldCom's Network 
(January 1998) 

Florida u.s. -
Points of Presence 16 162 

LATA Coverage 
LATAs with POP 9 lOS 
LA TAl wilbQYl mP ! B2 

Total 10 194 

Population Coverage 
LATAs with POP ·97tf> 82tf> 
LATAs without POP 3tf> 18% 

Sourg: QTEL 9000 Master Rate Center Fik, CCMI. released Jtu1. JO, 1998, Census information . 

• 

e 

• 



Harris Esllltllt 6 

Network Coverage And Interexchange Transport Pricing 
Typical Transport Prices by Point-of-Presence (POP) Location 

Poiat-Gf-Preseace 
Location 

Boda POPs OD-Net 

ODe POP otr-Net 

lc6 POPs OS.Net 2.2 t/IDiD. 

0.0 1.5 1.0 1.5 l.O l.5 

Transport Cost In Cents per Minute 

Sow": Pltotw+, Jtdy 1991, p. J6. 

• 

e 

--



llariWEzNhM7 

Florida Coverage of Interexchange Networks 
(January 1998) 

AT&T ~ ~gdgt WortdC0111 Froatle[ lit 
Comm. 

Total Florida POPs 36 34 32 16 0 3 

LATA Coverage 
LATAs with POPs 10 10 10 9 0 3 
LATAs w/o POPs 0 0 0 1 10 7 

Population Coverage 
LA TAl with POPs 100'11 1 ()Oil, 1 00'11 97'11 ()II, 43% 
LATAs w/o POPs ()'1, ()'1, ()'II 3'11 100% 57% 

C.Wel 
Wlnlea 

4 

3 
7 

68CJ, 
32CJJ 

Sowgs: QTEL 9000 Master Rtue Center File, CCM/, released Jan. 30, 1998, (AT&T. MC/. Sprint, WorldCom. C& W). 
Frontier: company marlceting injomuJtion. LCI: FCC Tariffl2 (Spec. Comm. Ca".) /XC: http:\\www.ixc-comm. U.S. Cen.nu 
infomtt~tion. 

J&l. 
0 

0 
10 

()II, 

100'11-



• 
Fronder SONET Network Coverage in the U.S. 

- ------- ---- - -- --- --

LepiiCI 
• LATA wilh POP 
r l LATA wilhoul POP 

%,.,. .... s.n.~ 
68% 
32% 



HA~S~ITt. • 

LCI Intemadonal Telecom Network Coverage in the U.S. , --- - --- -- --- -·-

------ --

Leplld 

• LATA wilh POP 
n LATA wilhoul POP 

% P~IIH Served 

II% 
89% 



~S~II, • 

Cable & Wireless Network Coverage in the U.S. r-- --

Leplld 
• LATA willa POP 
f" ] LATA wilhout POP 



DARius uaamt:.l • 
Cable & Wireless Network Coverage in Florida 

-city .llble A W.,._ POP (4 1Dt81) 

cf"LATAwithPOP 
0 LATA wilhout POP 

• .. •• 

% .. , ....... s.w.~ 

61% 
32% 



HARius EXHIBIT··' e 
IXC Communieatlons Network Coverage in the U.S. 

Leaelld 
• LATAwilh POP 
[ ] LATA without POP 



HAWs Exmarr 11, • 
IXC Communleatlons Network Coverage In Florida 

-city ••xc POP (3 Tocat> 
• LATA wich POP 
0 LATA wilhout POP 

• •• 



I 
I 

j 
f'l

' ... 

>< 
I 

~ •~
*Il

l 
-N 

~
 
~
 

0 

i1 111
!1 

I I a:
 

f f
 f• 

~· 
1:1

 
~
 • 

1.,,
, g!

 
f II

 • •• 
I 

I 
~
 -

~.
f ... •o
 

1
,
 

~
=
t
 

-
t
a

 

!
~
 

a:
 i .., - • 1:1 1:1
 a. 0 .. ... 1:1
 ~
 3. ~
 

• 
• 

. 
. 



f 
i 

j 
(I

I)
 .,. .. - E -

i 
~
 

-c.. 
n ~ 

I 
El El 

• 
c: 

I 
II

 .. , 
J 

• ~ 
e· 

0 II
 

J 
~
 

••
 

~
 

I 
... 

f 
I 

.. 
1

0
 

~
,
 

-
~
 

!
, 0 c: i n c: ~ II
 .... -~ ... a f 3. , 8 

• 
• 



I 
=

 I 
I 

r-1
 ... .. -

t 
I 

I 
- • 

.... ~
 

I 
a a 

• I 
c: ~ 

J 
• 

1 
f • • •• :!

 
'-

i 
I 

.. 
l
o

 
~
.
,
 

-
t 

1
, 0 c: i ~ - • • • a. 0 .. .... • ~ ~ .. 

• 
• 



I 
=

 i 
J 

~
 .,. .. 

~
 

i -
I 

-
~ 

"" 
fl

) .... 

I 
n 0 a 

&
 

e 
I 

a 

f 
• -, • 

1 
f • fl) ••

 
~
 

... - •f
 . .. !

i 
-l

::
t 

I"
 f a i n a ~ • c. "<
 .. • f(l
 3. , 8 

• 
• 

• 



"' . 

lt.nta!d1Ml6 

Even a Small Rate Hike by IXCs Would Substantially Hurt 
Florida Consumers 

lo!m!•'t lpttr'• Iillll 
Florida OriJiallial Billed Access Minutes I 12,460,138.829 4,1fiJ,C119,9~ 17.229.218.180 I 
Price lacrase JOJU JOJU. 
Talallaaale 10 Consumers $124,601.388 $47,690,800 s 112.292.188 

Florida Number of Households z S.641JI)Q S.6:fi.IQ) 
lmpKt per Household per Year $22 $8 JJg 
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ll8rrll EldAit II 

$IS IIIia call 

$1.61 

$1M 

$1.21 

$1 •• 

.. 

.. ... ... 

Real Daytime Interstate Rates 
CHICAGO ·SAN FRANCISCO 

1987 Dollal's, S Minute Call 

• • • • 
.. • .. Ava Rile Net of Aa:eu o.p • • • • • • • • • • .. . . 

•••••••••••••••••••••••• 

Aa:eua.ae 

• • 

~+-----~----~-----.----~~----~----~----~-----r----~ 
1917 1918 1989 1990 1991 1992 1993 1994 1995 1996 

ATAT -·----»CC 

e 

e 



llantl EdiiWt 19 

SIS min call 

$1.20 

$1M 

.... 
SUI 

... 

.... 

Real Daytime Interstate Rates 
DETROIT • CHICAGO 

1987 Dollars, S Minute Call 

• • • 
• 

Ave Rile Net of Atcels a.ae • • • • 
• • • • • • • • • •• .. -.. -........ . 

A.cceiiQqe 

------·· • • • • 

~+-----~-----.----~----~~----~----~----~-----.----~ 
191'7 1918 lt89 1990 1991 1991 1993 1994 1995 1996 

AT&T 

-·- s,n. -ll«l 

-

• 
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SIS min call 

$1.60 

$1M 

$1.20 

$1M .. .. ... 
SUI 

Real Daytime Interstate Rates 
CIDCAGO • PHILADELPHIA 

1987 Dollars, S Minute Call 

... . .. 
... .. 

.. .. Ava ~ Net o1 Aa:aa ,...__ • • • • • • • • • .. ...._.... . . 
····················-··· 

AaleuOirae 

~+-----~-----.------.-----~-----.----~~----.-----~----~ 
1987 1918 1989 1990 1991 1992 1993 1994 1995 1996 

·-ATAT 

-·- s,a. -ll«l 

e 

• 



IIM'rtiEUaiiZI 

The 1996 Top Ranked Companies Measured in 
Advertising Expenditures* 

Rank I '--UUIIHIIIY I - I -- - ----

--2 I McDonald's $599 
3 Sears $557 

• • • 

• • • 
• • • 

•Mu tltq I' lllfeniDaf 5 l ... alililcav-1" will.-... 
eaen ••: ..................... riw, --.t'IV, .... ... 
'IV. caMe 1V .. ldo. 

Sourc~: 7op 100 megtlbrONl rankillgs, • Advertisittg Ag~. September 29, 1997. 

e 

• 
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$7.0 

$6.1 

$5.1 

su 

$3.1 

$Z.I 

$1.1 

SU+I-
w.....c­
c.....­

EKpadtans 

AT&T Advertising Expenses Relative to 
Industry Capital Expenditures, 1996 

SpdM 
c.plal 

ExD •• dltlll'll 

ATAT 
Adter ...... 

Elp•• 
MCI Cllpltlll 
Expeadllwe 

ATAT 
Capl ... 

Ji'~ ........ 

Sotlrc~s: AT tiT /996 ANIMal /t'pon, p. JJ: WorldCom 1996 AMMal Repon, p. Jll: MC/1996 AlwuJI R'pon. p. 1: and SpriN 1996 AMual &port, p. 40 

e 

• 
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~ 

.. 
,.., 

... 

... 

.. 
IK 

..,..,_ ___ 
AT&T 

Percentage of Long Distance Customers 
on Basic Standard Rates 

Sprint 

Sourn: ·u.., distllltCt dttlls abollltd, ifautoi!Mrs loots. • Ntl4•sday, J~· JJ, 1998, p. F-8. Q1101iltg tlw YaiiUt GrofiP Rtpon. 
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MCI 
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Harris Exhibit l5 

&llaiG& 

Int~rexchange Hertindahl-Hirschman Index 
Before and After Merger 

199·, Market Shares 

HHI Before Merger 
3,103 

gun .... 

HHI After Merger 
3,430 

HID bMed oa estimlled 1997 re~s of flciliUes-bascd interuchan,e carriers. eslimared from 1997 revoenue powth information 
from SEC filiqs. ud toll revenue clara from lhe F. C. C. 1996 Sllljgjg of Communjcaligns Common Carrico 
l!k& 
HID based on toll revenues. Docs not include intcrexchanae carrien that are exclusively resellen. 
Pm:enr.,a may not add up to I~ due to roundins. 

• 

e ~ 
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JlarriiEylelhltZ6 

Line Shares Underestimate Merger Impact in Florida 

A TaT .... 

• 
• 
• 

...... ... 

----

..._,_ ..... ,..y ... 
(U.S.A ..... ) 11:..1-

........ 
.... 

MDI 

ATAT 

. - .. - - ........ 

Meqer Parties Have lllgber Aftnle Reveaue.,. Lhle Tba 
Other Jateraclwnae Carrlen 
Florida Revenue-cOrrected lmp.et Would Be Maeh lfl&her 
Excel and Part of "Others" Dependent on MCI-WorldCom 

Sotuce: 1996 Statistics of Communications Common Carriers, Variou.r Tables. 
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Interexcbange Carriers' Stock Market Performance 
Before and After WorldCom-MCI Merger Announcement 
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' fJIPOM THI PLORIDA PUBLIC .RVICE COMMISSION 

In re: ~for IPPfOV8I of llle of outstanding ) Docket No. 971804-TP 
stock 8nd merger fJI MCI Comm. Corp. (Holder of ) 
AAV/AJ.EC c.r-=111 21111n the Mme MCI ) 
Metro Acc111 T,.., lulan Servtces, Inc.; and ) 
IXC Cettlblle 81, PATS CertHic8te 3080, and ) 
AAV/AJ..EC Certllklll 38881n the name MCI ) 
TelecommunlciiiDill Corp.) wllh WortdCom, Inc. ) 
d/b/a/ LDD8 WoftdCom ) 

-------------------------------- ) 

DftCLMATION OF DE1BA & COVEY 

1. I am Vice President-Operations Support for GTE Communications 

Corporation. GTE Long Diltance (•GTE LD•) II a dtvtsion of GTE Communications 

Corporation. My ~ include, but are not limited to, negotiation and 

adminiltlatlon of CDIIIrectl and reletlonahipa with suppliers of wholesale long distance 

services to GTE LD for ,..... • well • for GTE's own company-wide internal use. I 

aubmit thll DedalaiDn In •IPPO't d the Petition on Propoeed NJ8ncy Action and Request 

for Section 120.57 Hearing, flied by GTE Communications Corporation and GTE 

Corporation In Floride Public 8eMce Commiaaton Docket number 971604-Tl. 

2. GTE LD is a pun:haMr and reaefler of wholesale long distance services 

ranging from bulk capeclly (such • 1+ outbound and basic 800 minutes) to advanced 

features and capabilities (IUCh ac. enhanced 800- and frame relay services). GTE LD 

predominantly,_ purch8Md wholllale long distance aervk:e& from WortdCom, MCI, 

Sprint and AT&T (Big 41XC.). Only these Big 4 IXCa can effectively compete to provide 

nationwide whol11ale long diltlnce aervicel for resale. The remaining orovlders of 

wholeule capacity IKk the points of presence and other embedded infrastructure, 



• • interoperaiiHty, functlonllly, 8nd other features delked by reaellers such as GTE LO. 

3. WortdCom won the competition agelnlt MCI, Sprint and AT&T in 1996 for 

GTE LO's ftrat. and to dMa only, mljor n.~lti-year whole1ale long distance voice contract. 

Under this oontlact. WortdCom lla~pptytng a ligr"dftcant portion of GTE LO'slong distance 

needs. WortdCom IIIIo hal proven ~to be a responsive supplier. 

4. ~ evidenced by b contract with GTE LD, WortdCom has been a driving 

force behind oompetlllon among the nationwide facilities-baaed IXCs to offer long distance 

service to resellerl. In winning Ita contract with GTE LD, for example, WortdCom offered 

subltantiaHy tower,.._ 8nd belter terms than the competition on the transport segment 

of basic 1 + service (which llt.r and BNnJy the most aooght-after long distance eervtoe ). 

(The terms of GTE LD's 0011trect with WortdCom are confidential.) 

5. In llddltion, WortdCom hal committed to provide advanced features and 

capabilitiello whol11lle ~ IUCh 81 GTE LO for 1'81818. WortdCom has offered to 

make avaHable, for example, vertoua enhanced 800 features for resale. WortdCom has 

also offered to provide frame reilly and private line services for resale although GTE LD 

h8l not yet cho11n to purct._ IUCh service from WortdCom. Moreover, Wor1dCom has 

regular procedure~ in piece to develop additional advan<"3d features for resale in the 

future, and has expreued • wlllingneaa to revtew and develop any advanced features 

requested by GTE LD for ra81e. These advanced capabilities are essential elements of 

the servic8l th8t GTE LD ,...... or plana to resell. 

8. In OOtlllwt. the other nationwide IXCa generally have offered less attractive 

rates and h8ve been reluctant to provide GTE LO with advanced features and capabilities 
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.' l •• • • that would-t. Ul8d to compete against their own retaH service offerings. AT&T has 

generaly purwed a high-price strategy that has frequently rendered It a less competitive 

choice • a wholellle IUpplier of long dlstlnce aervloes. MCI and Sprint are somewhat 

more s:lflce competitive than AT&T. but none of these three provides for male the range 

of lldvanced CIIPiblllel th8t they offer to their own retal customers. MCI was the runner­

up to WortdCom in the original competition for GTE'slong distance voice contract. 

I declare under the penalty of perjury that the foregoing is true and correct. 

Executed on Febru8ry 10, 1998. 
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AmDAVIT OF ROBERT G. HARRIS 

I hereby swear, UDder peaalty of perjury, that the foregoing is true and 

correct, to the bat of my bowledp IDd belief. 

State of Califomia ) 

County of Al.med1 ) 

Sub1c:ribed a ftftJID ao before me this I Oth day of February 1998. 

'J)uo. Ce, at!mJ 

~ w~ o·o- J-1 '1 Notary Public 
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CERDFICATE OF IERVICE 

I HEREBY CERTIFY th8t copies of GTE Corporation's and GTE Communications 

Corporation'• Petition on Proposed AtJency Action and Request for Section 120.57 

Hearing in Ooc:Ut No. 971604-TI were a.rt via overnight delivery on February 12, 1998, 

to the partiea on the .a.ched list. 
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Ch8ttes J . Beck 
Office of Public Counlll 
111 W. MM1110n at., Room 112 
Tallahassee, FL 32311-1400 

Thom111 K. Bond 

• 

MCI Metro Acceu Trans. SeMen 
780 Johnson Ferry Roed, Suite 700 
Atlanta, GA 30342 

FqdR. Self 
......... c.p.relo & Self 
215 8. Moriroe &net, Suite 701 
T......_, FL32302 

RlcNrd J. HettrMnn 
WortdCom, Inc. 
515 Eat Amite 8trHt 
Jeckaon, M8 38201 

Brian Sulmonetti 
WortdCom Technologiea Inc. 
1515 South Federal Highwlly 
Sulte400 
Boca Raton, FL 33432·7404 

• Jeen L Kiddoo 
Kd1y L. Cooper 
Swicler & Bertin 
3000 K Street N. W., Suite 300 
Washington, DC 20007 

Richard 0 . Melson 
Hopping Green Sarna & Smith 
123 South C.lhoun Street 
Tallahaa .... Fl 32314 




