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..oM TH1 FLORIDA PUBLIC SERVICE COIIMIIIION 

) Docket No. 971604-TP 
) Filed: J8nU&rV 26, 1998 
) 

REPLY Of GTE CORIIORATION AND GTE COMMUNICATIONS CORPORATION 
TO OPPOIITICJN OP- acoll, INC. AND MCI COMMUNICATIONS 

CQIPOMJIIt TO MOTION TO INTER\IINE 

On o.c.nblr 15, 1117, GTE Corpol8tion .nd GTE Comm&ri:ationl Corporation 

(collectively, GTE) fled their Pelllon to Intervene in this proceeding. On December 24, 

1997, WortdCom end MCI (colllctv.ly, Petitioners) filed their Motion in Opposition to 

GTE's Petition to lnterwne (Oppoelion). GTE hereby respondl to that Motion. 

I. GTitt. • ............ lnternt In thla Proceeding 
a 8olh 0.J8tomer 8nd Competitor to the Merged Entity 

GTE'a •sub~ irUrelr In thia proc11dlng is founded on ita status as both 

customer and competitor to the merged entity. Petitioners have offered no convincing 

rationale to deny GTE's intervention on these grOU1ds and, in fact, barely even addresa 

GTE's asserted neresta In this prooaeding. Diaa 111ion of GTE'a status as a WortdCom 

customer is relegated to a lingle footnote. 

GTE's aitiCIII ..-. in thia ~ C*i'tOt be 10 easily dismissed. GTE buys moat of 

its long-distance tranamlaalon capacity from WorldCom. While the Petitioners have 
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• 
provided no whal11111 ,.... dllll. GTE ban .... WortdCom .._be the l8rgelt or MCOnd 

largest provider d wtial11111 CJf*ly. Wh81ever itlatwe d that ~. WortdCom has 

eggreuively ~ whalaaala eupply ..,..,.,.,. • • m11n1 rA indirectly MrVing 

residential 8nd email ~ ~. WorldCom'a focul on the wholeNie m.rket 

saves it ~c ..,_.'D 8nd promotion coati that would otherwiae be palled on to 

customer.. GTE'a expeMnoe • e conu.ner cf long-diltMCe aervice il that WorldCom 

haa been f8r men price-oamptiiUW tt.n ita 1.-ge rivall, AT&T, MCI, and Sprint. 

Moreover, WorldCom h8l commlled to providing lldv.nced feature• and c.pabilitiea to 

its VttlOieNie a.llkmlra IIIIa,. .,..,. o1w e.g. nerexchenge carriers (IXCa) refuae 

to provide to reaellerl. 1 n-edvelad ~litiel (IJL 800 aervice, AIN, frame relay) 

.. essenUI 1I111W111 d the MMoel that GTE and other c.rrierl ,.....1 to buaineaa end 

residential c:uatomers. Wllhout 1100111 to them, GTE would be aerioully twnpered In the 

The merger, if it il conunmllled, would ~Y alter WortdCom's incentives 

, GTE'a experience~ in the ,..... merut are not unique. For example, Bell 
Atlantic's FCC Petition to Deny the Appiic816on d WortdCom included an affidllvit from the 
Company'a Director d 8ulinnl Product M8rtceting discuaaing the large long dlatance 
incumbents' refulal to provide Bell Alla1tic Long Distance ·the f~ :ltures and facilitiea 
necessary to provide ..vice to large end medUrHized business a.tomers. • Bell Atlantic 
observed that the merger would make,...... problema worae, u ·wortdCom apparently 
was in the proceu d beginning to develop theae high-end buaineaa features. • (Bell 
Atlantic' a Petition to o.,y the Applk*ion ol WorldCom or, in the Alternative, to lmpoae 
Conditionl, ...... 5, 1981111 14 and Af!p. B, AfficMvit cf Steven AAJ Buchon.) In ita Petition 
to Deny the merger eppllcetion, TMI, ....,_ reaeller, complained about MCI's 
•treacheroul 8nd dupl~ ~ prectices• and that MCI hed •held back the 
competitive producta from TMB that the reMII« needed to preaerve ita a.tomer baae. • 
TMB notea that ita experience •~a thllt cf m.1y ....., .... and other amall buaineiHI that 
have contracted with MCt.• (TMS'a Petition to Deny, filed Jen. 5, 1998, at 2, 5.) 
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and pr8dices in the whol••• nwket. R8ther ttw1 welcoming raellerl •• a distribution 

ctw1nel, WortdCom w11 ,.... lhet incrNMd .... through ,....,lera would diminish ita 

profits by Cllt~IQ MCr11Lalltiw N18i1 CUitomer bMe. GTE, therefore, expects that 

WorldCom will incrwlll Ill wholel ... ,._, limit the r.nge of ltdv8need capeilitiea 

offered to ,......,. lnd cll8canllr-.. commitments to develop ~additional wholesole 

capabilities. GTE oelt8lnly t.1 " IUbet8ntial interest in pNYenting these unfavcnble 

con~ for the whal••• ,.,.._ in which it operllea. The Commillion lhoulo 

share this interest, • moet ~stance competition will develop first ttvough resale 

channell. 

8-.. • a 1'1 1111r ot olw' puc:h8Mr (even just a pqiiOOII pwc:haaer) of elements 

used to provide Nt8ll ..-.. ia tre8led by the Commiuion • a pmently autricient 

entitlement to intervention In proce1dinga that might affect the market for the service at 

Service P\IWW1I tp Stctiqn 271 of b fed. !tiiCOIJVD. Act of 1996, 97 FPSC 7:581 

(1997) (piling intervention of Amerk:8n Communication~ Services of Jacksonville, Inc. 

(ACSI) • pud 111r rl BeiiSoulh service elements ACSI uaea to, in tum, provide service 

to its ~ .UMra); AqpNf pkln dATil Ccmn· qt the Soutbtm Stlttt. Inc. for a Certificlte 

of Pyblie ConytDilnciiOCI Nlctlalty. 85 FPSC 241 (1985) (granting intervention to 

Southland SyMemi, Inc. baled on ita substantial interest aa a reaeller of toll service); 

AT&T Coam. ApP! Pion fw NJijc Ccrww'lilnct Wld Nlculitv-WATS: Southern Bell Tel. 

& Ttl. Post Diylltitwt WAD Stryg, 85 FPSC 197 (1985) (granting GTE Sprint 

Communication~ Corpollltion'a intervention baud on ita interest aa a "reule provider of 
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• 
•elecornrruDtionl..w.-); 8cl4wn Ill Ill. IOd Ttl. Co't Prpaolll fpr Proyjljoo of 

Post-Djmtit&p WAD lllrvlpl. 15 FP8C 208 (1985) (gr8nting Miaolel intervention • 

WATS reseller); AT&T Cotrm ADpt •11 fqr PWfic Cgnyenilnc! IOd Ntcegjty-WATS: 

Southern Bell Itt & Ttl. Pqlt-Qhrlla.n WATS Swyjcl. 85 FPSC 1-i1 (1985) (gr8nting 

intervention to u.s. 0181 Corpcntion on the balia th8t ita aubatnial intereata •• a WATS 

reseller "will bt llfed8d by the ultim* Nlolution of how intrautt WATS aervice wm ~ 

provided'"); Southern 1111 Ill. IOd Ill. Co. Pttition to lnitiltt RutemMsjng re: Stwtd 

Tenant Services, 85 FPSC 201 (lllkMing irarwntion of two poaaiblt future providers of 

shared tenant ~~Meet); lm-YI af ATTIDOJ AntitMt StttltrJwnt Upon lntrMtltt Ttt 

Seryice jn Florjdl,lM FPSC 11 (1 .. ) ~ MCI intervention at an inttrexchange 

carrier obtaining •a v..a.ty of MrYicM 8nd fecilititl from Southtm Beln: Appljcltion of 

AT&T Conm. d lhl Scytwn ft ' toe, fw CldlfiCitl of PubliC CQOytOifOC8, 84 FPSC 

97 {1984) (gr80tiog irarwntion to Florida Alaociation of Concerned Ttlephone 

Compaoi81, Inc. (FACT) • WATS Nllllert whole •subltantial inttrtltl may bt affected 

by a change or reatruciLn of pricN for WATS ltrVicea· which might reauH from granting 

AT&T's application); km ..... Tet !art Chlrgts for Toll UH of Local Exchange 

Seryic:es, 83 FPSC 60 (1983) (glalli~g int8rvention to TeHec as WATS ,.'JIIIIer); General 

Investigation jato loci! Exchange Ttl. Pricina. 83 FPSC 26 (1983) {granting intervention 

to FACT at rtMIItrl); Appflcati9Q of GTE Sprint Coam. Corp. for a Cwtlflcatt of Public 

CooyeojenctiOd Nr"'!v, 13 FPSC 182 (1983) (grtoting AT&rt intervention aa •a 

futln provider d i~ t8lecamrnunic8t aervicet and a aubscriber in Florida 

to access servicea•); hiiiMtltl Ttt Ctww for Toll Ua of LQCII Exchange Services. 83 
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FPSC 96 (1983) (OI•IIiiO inllrvention to Combined Network. Inc. aa a potential futln 

provider d lull.-. toll Md coniUI'nW d ecce11 aervicH in Florida). Just like the 

intervenors in theM ceeea, GTE h8l a aubatMtial intereat in the wholeule market 

~ thllt m.y occu I the.,...,_ d control &.mer review tak81 place. 

Allowing re1aller illenMntion il juat one aaped d the Commiuion'alongstanding 

practice of grwlting intelwlltion tO cuatomera of the petitioning or principal partiea in a:l 

manner of caaea. TheM ceaea property make no diatinction baaed on the petitioning 

intervenor's lt8lua • individual coniUmef', private corporation, or governmental entity. 

Sn. e.g .. Rtyjlw qt Nuc11• OuiiQI • Florjdl Pqwer Cgrp. 'a Crvltal Riyer Unjt 3, 97 

FPSC 27 (1997) (pllilg Florida Altorney Genenll'a intervention on behalf of State of 

Florida • I~ pwd1aler of electricity from Florida Power Corp.); lnytltjQitiQO of 

Polfiblt OvlrlwnAal in MrS• Coynty by Kt;th & Cl•a Stwtsty. dlbll Hflther Hilla 

Eltlttl, 96 FPSC 12:228 (1-) (g~•lting inllrvention of individual cuatomera of the 

utility); AIIJiiclllqn fpr a Umilld Prpc••dina to Include Grouodwlter Oty. •od Protection 

Costa jn ft.- in Mwtin Coynty by Hobt ScyJd Wlttr Co., 96 FPSC 6:215 (1996) 

(granting intervention to Town of Jupiter laland as a customer of the water utility); 

AoolicationforA*Ina'llll in f"A!erCoynty by Palm Coast U•!t. Corp., 96 FPSC 5:561 

(1996) (gr•ltir~g inleNention to the ew.. Cornnu'\ity Development District as a customer 

of the utility); Appliclljgn fCI' fWIIncrHM by Southern Stlttt Uti! .. Inc., 96 FPSC 4:291 

(1996) (grRing il•-*" to Cllrw Ccu1ty aa utility customer); ARo!icetion of Soutbem 

Stlttl Ut!L IQC. fpr lnqgpppd W- IOd WlftiWJittr Rltta, 93 FPSC 2:865 (1993) 

(granting ir1ttr.w1tion to individual ~ng a condominium association); ARQ!!cttion 

5 



• 
for Bitt lnz?ppl In •••lrd· ClwtgttJII.M. etc .. 92 FPSC 10:244 (1992) (granting 

~to the ao.rd d Cou1ty Commluionera of Naauu County); Joint Pttjtjon for 

& .,.,..,. 1111 Cwtif'....,., C# 'iP*rrllm IOd Oplrltion by OdiOdo Utili. Conm'n It a!.. 

91 FPSC 8:53a (1111) (glalli~g intervention d Sierra Ckb, some dwhole member1 were 

customers ~the petittcri1g utillliM); Applicltion fq Approval of Trlnlftr of Certificates 

frqn Twjn CqyJly \M. Co. IQ 8outtwn Statu Utils .. IQC .. 89-2 FPSC 89 ( 1989) (grWitil'lg 

intervention to~ -.ocilltion • CUIIDmlrl whole MrVice would be nnsferred 

to prt~palld rwwca11klll haldll); Soultwn Bell ESSX IOd pjgjta! ESSX Tlrj1J Filina, 88 

FPSC 292 (1818) (granting AT&T1 intervention); Pttitjpo of Gajnuyille Gal Co. fgr 

locrwtd Btu: 87-10 FPSC 234 (1987) (granting intervention of Gainesville Regional 

Utilitin); lnytttjqltion Into EWDQI of Southern Bell Tel. IOd Itt. Co., 86 FPSC 236 

(1986) (granting AT&ra inlervention a • cultomer of Southern Be!!'1 acce1s services); 

lnytltigltjql inlp NTS Cqlt Alcpylry, 88 FPSC 287 (1986) (granting intervention of 

of private line ..W..); lrn ... llltign d loci! exc:blogt Co. Toi!Billlfld Keep, 86 

FPSC 241 (1988) (glalli~g Ad Hoc't intervention as large uteri of interlATA toll FX and 

private line aervicn); lntrlttatt Ttl. Accul Charges for Toll Use of Local Excbanae 

Seryjces. 85 FPSC 55 (1985) (granting Florida Attorney General's intervention on behalf 

of State of Florida • 1.-ge ttltcommunic..tionl consumer); lt'DI)ICt of AUJPOJ Antitrust 

Stttltment Upql h••• Ttt Stryicl in Ftor;dl. 84 FPSC 115 (1984) (granting 

user of telecommunlcationl aervicn). 
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• 
a..-dwlgld COl dtionl in the wholll ... nwket will ultlmltely 8ffect the pricn 

..w:t ..W. c8INd to ree.ll tong.diatencl conunera, the re1811erae::uatomer perlpedive 

that GTE C8n offer II dcUiy ~- And beceule it is larger end more experienced in 

Commillian ~ lwl tt. rtW1y ottw, lmllllr reaellers in the State, GTE is uniquely 

able to repreMnt • point of view that would otherwiae be loat or ignored, despite ita 

obvious irnportMce. 

The Commi116on lhelf hM empMaized the need for a balanced preaet'Ution in 

p lting dllp.-d lnlervention requests in the pat. For in~. in Petition to Establish 

lmrlltltMiwflpdd!IPINwl' i""CcmW"'· 95FPSC '!J$7 (1995), Florida Steel argued 

that • dw1ge In FlortcM Poww & Light Company'• depredation practices might raiae 

Flori~ Steel'a eledr1c coati end thus twm ita ability to compete. The Commission 

reje cled FloricM PcMw & Light eomp.,y's arguments that Floridll Steel's ability to compete 

was just .n economic twm .net ttwt .ny prospective rate impKta were too speculative to 

justify interv.-,tion. In doing 10, the ..,cy observed that it •woutd benefit from full 

expkntion d tt. policy •-- to be eddresaed in this docket .... Florida StMI's 

participation will provide • ~ to the concerns of FPL. Having this information will 

permit the Commiuion to better •••• how the public interest will be served in this 

docket.· kf.. at 367. 

Likewiae, In Pltilipn gt egO ... Ttllphont Comp10v of the South for Waiver of 

Rule 2H.345l4l. Flgridl Mni'91JiljV1 Codl. 83 FPSC 141 (1983), the Commission 

rejected Continlnt8l'a .-gwnent thllt the status of intervenors North American Telephone 
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~ .nd Till aane PM ol Florida, Inc. • competitors was .,.. inlulficient basis upon 

which to grW1t inllrwlllkr.. The Commiuion lt8ted: 

The Cot it lillian in til C8le standi at a threshold for competitive merkets at least 

as critical • thllt cited in the Cqltkwntll Ttl!phont Comp10y decision. Congr111 has 

written ..w .U. for competition in the tala~icetiona industry. Ont of tht initial 

efftcta of thole rules hM been the move toward gr~~~ter consolidation of that industry, 

sucta• the melglf' now bab• .. Commiuion. (AI Chairman Johnson commented, •this 

is a~ new bllltgM•.• J8n. 7, 1888 Agenda Conference Transcript, Item 1 0 (Agenda 

Cont. Tr.), at 49.) It il ClfWin thllt the proposed nnsaction-the largest merger ever-will 

affect tell~ nwM11 in Florida. GTE and the Petitioners agr11 on that fact. 

The dilputt il whelw thole .r.as will be, on the whole, good or bad for competition and 

for' c::anamers. This Commiuion must decide whether or not it is interested in obtaining 

an answer to thia question. tf it ia, it wtll allow GTE to fully participate in developing a 

complete record in til c.e. It wil, •It tw done in the past. recognize that fundamental 

market development iiiUII cMmand input from a competitor (as well • customer) 

perspective. 
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• 
B111d an Mere own.,_. intervention~. MCI ~in good feith dispute 

GTE'a •atltlement to Intervene here. For inlt8nce, in Appljcltion gf Ctnttl Nttworts 

CCIJII!IItlr=ILfW. lng,; dlbll Ctnttf Ntt fpr Aytborjty to Proyjde IDterE'"chaogt 

Telecomnvjcltiqn llnicM. 89-9 FPSC 284 (1989), MCiaucceufully ~that its 

11 ..,...ltilllntereltlwcd:l bt .-.cted becalM grning Centel Networtt Communicetiona, 

Inc. • Clf1lk 111 would,_. en ldYerle impiCt on the competitive inttrUChangt l'1l8lklt 

es well a t.ving en elect on MCI's llbillty to offtr telecommunications services in the 

future.· In this c111 en event much more significant than certification of a competitor­

GTE cleima "' ...,. .,..,_, Thlt Ia, thl merger will have 10 ldverse effect on the 

competitive~ rnlft(et •• well as having an effect on GTE's ability to offer 

te~~ in thefut\.n. 

In olt'.- c.ee, MCrs i...,.... w.w men nerrowty euerted, but no less acceptable 

to the Cornmialion II I t.lil for Intervention . Stt. e.g .. Appficltion of Uojted Ttl. Lona 

Djlllncl, Inc. fpr 1 Cdrts ot Public Conyeoience IOd NtceHitv es a Bealler. 87 

FPSC 124 (1987) (piling MCI in1IMrU)n in prcceeding to Clrtificate toll reaeller, on the 

basis gt MCI'I ll8tul 11 en intlrllcChlngt cerrier); US Sprint COf!HD. Co.'s Petitjoo for 

Hwjng 00 BjjLiildicttonal WAJS Accll• Ljoe Policy, 87-11 FPSC 345 (1987) (granting 

MCI nervtntion); Soultwn Bill Ttl. IOd Ttl. Petition to lnitittt Ryfemlkjna Be: Shared 

Tenant Seryjcu. 85 FPSC 309 (1985) (granting intervention on the basis of MCI's 

&rgl.l1'1lnt th8t •Iince 'lft'Wt buildingl' ordl081ily operate to concentrate the interexchange 

traffic of l.lnl8tld CUitomlrl, such ection could effect the number and size of potentia: 

customers for MCrs inllrexchengt MrVicel•). 
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• 
lnd11d, the Conwnialion hM J&* • routinely grned int.wnor atatua to 

competttora • to oon~&MWS, even in caaea th8t do not present nearty the depth or 

breadlh d • • that this merger ..,.,aication does. Stt. e.g.. Pttbioo bv Sublqjbm ot 

the Gro\i p'ged f.,_. fpr Edll tdld Arll Stryicl CEAS) to tbe OdW'ldo. Winter Gardin. 

IOd Windlmwl Exdwg. 96 FPSC 9:59 (1998) (gr80tiog intervention to Florida 

lnt•exdllnge c.ntera Altoelat•on on the basis th8t ita members' substantial interests as 

providers d inlllrt.ATA ..W. \WUid be lll'ed8d); RICIM1 fq Acppyal of Sptciel Servjct 

AVIillbiljly CQ*ICiwl! LM Hlron in f?acp CcyJty by Mid Hatter Vtilitv. IQC., 95 FPSC 

478 (1995) (p11111Q e.co Ccuty'a ioeiNention becll• ita aubatantill interests as utility 

provider would be~ arr.cted by Mid Hatter's proposed system duplication); 

Appljcltjon ot ~ Itt Lgng Otftlocl. Inc .. for Autboritv to Providt lotlfiXc;twlQI 

Telecornmwltcltiqn Slrytcl"""" Pqfntt Withjo the Stitt of Floddl. 87-8 fPSC 94 

(1987) (g~•nag inllrveotion to FACT as ·alternative long distance carriers·); Application 

of Unjttd Tel. Long DiiJincl. Inc. tor Autborjtv to Provide lntlrexcbloge Telecorom. 

Seryice Bltww3 Pointl Wilbjn b Stitt of Florjda, 1987 Fla. PUC Lexia 873, Order No. 

17742 (1987) (grenting Ml:bomedit Long Dlat.nce, Inc. leave to intervene baled on its 

status •., ~~ge C8111er); Farb•••a from Earnings Beaulatlon of AT&T. 1987 

PUC Lexis 109, Ordlr No. 18507 (1987) ~og intervention of FACT •;n that it appears 

that the aubstlnial intereats of the me1 nberl of this association, who are minor 

interexchange cenitra, may bt affected and may be subject to determination in this 

proceeding'"); Ari !'ion of AT&T Cgrm. of the Soutbtm States. Inc. for a Certificate of 

Public Convenitnc! IOd Nllw•tty· 86 FPSC 24 (1986) (Microtel intervention granted 
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~-db...,.... lnt8ntlt on •the impect of [AT&Ts] propoul on firma competing 

in the -....... tollmMcet 8nd the pricing d [AT&Ta) servicea•); Applicltjon of AT&T 

Cqnm. ar 1w Sgytwn StaiR. Inc. rq • Ctrtifjclte or Public convenience W1d Necmitv. 

85 FPSC 56 (1985) (GTE'I ~ inttr!ltsllffecttd btcau11 of potential impact of 

AT&Ta propo111•on firma competing in the intrutate toll maft(et and on competition in 

generar and bee-. • •~auP.a regarding the pricing of AT&T Communications' services• 

m91t have., effect on GTE); Pttition of MCI Telecomm. Com. for a Certificate ot PubliC 

Conyeoience IOd Ntcnlity, 84 FPSC 78 (1984) (granting AT&Ts intervention because 

of ita IXC statui); Application qf Unjtld Stlttl TriO•· SvttlfDI. IQC. for I CtrtWcate of 

Public Convtnilngllftd NtcjMattx, 83 FPSC 195 (1983) (granting Microtel Inc.'s 

n.vention ._. .. ..,.,uc.nt'a system "would be in competition with and duplicate the 

services provided by Microlel, • an IXC); Appljcatioo of Sltellitt Businus Svltems for a 

CertifM t• ar public CqrMnilncl W1d Ntpcegjtv, 83 FPSC 40 (1983) {granting Microtel's 

intervention btcluat proposed certificlte holder would duplicate Microtel's services); 

Petition of Continentll Ttl. Co. of tbl Soytb-Fiorjda for Wajver of Florida Admjn. Cod! 

ByW2H.345l4), 83 FPSC 184 (1983) (granting intervention of IXCs NATA and Telcom 

Plus on the basil of their atatuaa competitors to the petitiorlf' ~). 

The Commillion cannot, consistent with this wealth of precedent, deny GTE's 

intervention as either a customer or a competitor. The fact that GTE is both makes its 

intervention request thet much ltlonger. GTE'a participation in this proceeding will help 

give thia Commiaaion a bal..ced and more realistic picture of the post-merger markets 

than the Petitioners' VIIQUe, W11Upporttd, and, aa yet, unexamined claima of public 
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benefit. GTE'a ir*Mnllan C.IIOI. then1fore, be IUIYWY*ily diamined aa ·~: 

nor does WortdCom'a ....tion th8t •the merger will not affect existing customer 

..,....,...,.. W1dlrmll• GTE'a i•at in thia cue. (Oppodion lit 2 n. 1.) Whether or 

net WortdCom ccnn.. to honor ita exiatlng wholesale commltmentt with GTE It not the 

issue prompting GTE'a II...,.. In this proceeding. GTE ia prinwily concerned-a~ thia 

Commillion should be ~ .. I'Jng-term nw1<8t effects of the proposed merger, which 

would elfec:ti\Wy elimil• ~from WorldCom't maverick wholesaling operation. 

The merger's effect cf cubing WorldCom's innovative behavior will, as noted, ultimately 

harm retail tong.diltMce consumers who will aee higher prices and a reduced range of 

competitive aervice options. 

lnateed cf h8ving to prove-with facts and documentation-that the competitive 

benefits cf .. propc11d n.rger wtll outweigh its detriments, Petitioners would prefer that 

this Commillion mnly .,._their platitude that the •dynamic reality of competition• will 

forestall any 8nticompetitive effects. (Oppotition at 2.) In fact, the reality of the long­

distance nwket ia cooperlltiwt, rather than competitive, pricing. The FCC acknowledged 

more than two ye.-s 11g0 thllt AT&T, MCI, 8nd Sprint may have been engaging in tacit 

price colluaion, CMqtiqn of AT&T to 8t Btclusified at a Non-Dominant Carrjer, 11 FCC 

Red 3271, 3314-15 (1195)), and economic theory confirms that the long-distance market 

is characterized by conditione aupporting coordinated interaction. For example, Robert 

Crandall and Leone~d W~~Yerman have conduded that •[t)he evidence presented 

establi.,_ the -...a cf condltiont under which firma, even in the ab&Gnce of a single 

firm with 'nwket JXMW,' or overt collusion, and even in the absence of any conscious 
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desire to coardinete prices, may diecover that they arellble to maintain prices above the 

competitive level. •J Ukewi•, Profeuor Paul MecAvoy of Yale University has concluded 

that •[t,. ~ behavior of (price-colt) margins in the early 19901 provides evidence 

that the thrM mljor carrier~ were able to 8lt8blilh coordinated strategies over that period 

in plllce d competition• Met that •[t)heir coordination takes levels of price-coat m•gina 

toward higher levels ttwl would result from independent price aetting: 3 Further 

c::onfirmltion d this poirt comes from Professor Jetry HaJaman, who has found that AT&T, 

MCI, and Sprint h8ve engegcd in ·lock atep price increases In long diatance. ·• 

The propoaed merger of direct competitors with substantial market shares would 

fl.rther facilitllte this coardlr-.cl interaction between the few dominant players in the long 

distance market. The merger will, of CCUM, reduce the number of companies offering 

retail aervicel to .-let ueera. Even today, the domeStic long distance market is classified 

as '"h9liY COIICiilln!ICct' LRier the U.S. Department of Justice guidelines. The proposed 

me~ gar would ca. the nwtc.t conca~lbation measure to ju'np by an amount well over the 

levelauflicient to trigger • ~challenge by the Justice Department. If the merger 

takes pl8ce, two tlnM-AT&T .-1d the combined MCIIWortdCom-would control at least 

2 Affidavit of Robert Crandell end Leonard Waverman in Support of Amerited't's 
Section271 AppliclllionforMic:higln(flledMIIy21, 1997)atPif8. 85. Crandall is a Senior 
Fellow in E001 anic Stlldfll at the Brookings Institution, and Waverman is a Professor of 
Economics at the UrWeraity of Toronto. 

3 P. MacAvoy, THE FAILURE OF ANTITRUST 172. 

4 Oec:lar8tion d Prolellor Jerry A. HaJaman in Support of BeiiSouth's Section 271 
Application for South c.ollne, filed Sept. 30. 1997, at para. 30. Hausman is the 
MacDonald Profeuor of Economicl at MIT. 
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74% of the ...... long dance mert<et. 

After haar'•.g GTE'• comments 8t the J8nUefY 7 agenda, Commiuioner Clark 

indicated thlllnq&.*y into ...ut concanb8tion 8nd ret.ted, Florida-apecifte luuea might 

be worthwhile: •1 could fore111 1 aituation where the FCC and Justice have no problem 

with (the nwgar), bul.it exnmely concentr.tea • market in Florida, and it would be a 

conc:em to ua.• (Ca.k. Agandl Corl. Tr. 26.) This eo~ am is well-founded, because .JTE 

believea WOrtdCom'a Pflllrtce here is even more signifiCant than its relative national 

standing. 

Dividing e. ,..I rnlrket Into cuatomer segmants revuls even greeter cause for 

COl am. Thl Pelllioi .. t.. not provided eny martwt share data-by d81s of customer 

or otherwiM but GTE l:lallltMI ttwy hive particul.ty high IMiket shares among medium 

8nd large bullnll111. Thll factor compounds the market power problem. 

Even thl ~ ec:knowledge, albeit obliquely, the obvious market 

concee *ltion 1 .... r8iled by the merger. They dismiss these concerns, however, with 

the claim that. •in the interexchange market, entry barriers are relatively low and new 

compatitorl (Including GTE itMif) .. constantly entering the market, offsetting any 

transitory ina'l111 in market conc:e~ttr8tion that may result frr:m the merger.· (Opposition 

at 3.) &.A. • GTE.._ poi_. CU. ._ potnial new entrants to which WorldCom alludes 

would be 8lmoM ~ ,.11lllrl, blcalu the capital investment required to enter the 

market as a fecllitiel-ba11d provider is very high. This fact alone rebuts Petitioners' 

argument that poet~ martu1t concentration will only be •transitory. • 

In anothw ex8rnpll o1 a misleading argument, this time with regard to the local 
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exchllnge --. ,...,_,. contend that GTE'a real concern is that the merger will 

ina'e111 ~a. 8nd thlt GTE'a efforta here .. dealgned to protect ita own share of 

the IOCIII exchMge mlfkM. Alide from the feet that GTE'I local exchange company 

did not tile,. Petition far Hlrvention at iuue, Petitioners filii to diaclole that WortdCom 

and MCI compete~ In providing fllciltties-baled local exchenge service in a 

runber d mljor ...-, ... in Florida, including Ort.ndo ~ Miami. The merger would 

thus elimlnMa en sleW toe~~l competitor. Thia outcome ia directly contrary to this 

Commiuion'a 8Yowed goel of inaNsing local entry. 

~ ...... OOIIdltionl thlt will riw1ce local competition il, ~ly, a goal 

shared t1f conamer iltlll..... The merger' a potential to diminish competition in both the 

local and long ._a nwMta hel, thel.rore. prompted growing opposition from these 

aectorl. Fori~: 

• The W8r.ingk)n. D.C. oflice d the Conaumera Union hel, by letter, informed FCC 
Cheinnen K8nnM:t end the U.S. Justice Depertment that it has Hrious concerns 
.txu,. ,_II' 8nd '--.ct the comp.,;ea thernleltJel (10 far, unauccellfully) 
for a wrilln conwnilrneN that would help protect consumera from ••monopoly 
llbuMI ... (Letter cited in CormyJjcltions Todly. Nov. 13, 1997.) 

• The Utility Reform Nelwort( haa wged regulators to ·kin- the merger because it 
would •pu11 the plug c.n ~ cuatomers· belt hope for real competition for 
local service.· (ComrnurjcltJonl Jodly, Nov. 13, 1997.) 

• The Cornnu1ic8tionl WorMrl d AnwiCII (CWA) have asked the FCC to deny the 
merger applic8tion, which they believe will ·significantly delay the development of 
oompetition in the local eacctwlge re~idential and small buaineu marker and •hurt 
univeraal Mf'Yice.• (CWA Comment~. Jan. 5, 1998, at ii.) Based on 
MCI/WortdCom'a bulineu plan and statements by company officials, CWA has 
shown u.t the ..-ged entity would atalh local loop investments by a total of $5.3 
billion over the nut feu yMrl-investment that would otherwiH have served 
reaidential CUitomlrl. OIL al 20.) CWA f\.r1her ernphaliZed public atatementa of 
WortdCom'a Vice-Cheirmen end Chief Operating Officer John Sidgmore that MCI 
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would,..,.. ten .. Nllltll~ cxn&m~r rMrtcM 8nd edopt a •'religious focul on 
the bualneu a•omer.• (JsL et 19-20, gyqtinq John Sidgmore tn ·worldCom 
Clarifies MCI PIMi,• Wllt1nqtpn Pott. Oct. 4, 1997.) 

• Inner Cily ~on the Move (ICP), a conamers' organization 
he_.....ct In New Yort<, petitionad the FCC to deny the merger apptic8tion 
becal ... of ........ ..._~ effects: (ICP Petition to Deny, Jan. 5, 
1998, at1.) ICP r11t1.,...d,. anna&l'ad MCI/WortdCom ltrategy of focuaatng on 
buaineu, .......... Nllclantial, cutomara and concluded that the merger •(1) 
would bring fw....,... to ony ~ conamers, 8nd (2) would bring NO 
_,...ID ...... IIICOIM .. liclanta of lower income coneumarl that .. a major 
ten. of the ............. proviaiona of the 1998 N:J..• Usa.. at 3, 12.) 

• Rev.-.1d .._. ......,.. R81nbow1PUSH Coalition has also asked the FCC to 
deny the merger i!pplclllion, noting that •[t,. merger has been presented to the 
Commiuion wiltKU Wf1 CHdible lhowing of how it will promote competition in the 
long diance nwtcM.• (R81nbow1PUSH Coalition Petition to Deny, Jan. 5, 1998, 
at 18.) The CoaUIIan concludes that the merger will have Mrioue antic:ompetitive 
.,.. in bolh e.locai..S long dlaa.nca rnarketa. Citing MCIIWorldCom's likely 
wilhctau.el from,. Neidantial conunar market, the Coalition expects the impact 
of .. ma~ger tD ba ~ nagatiYa for middle and low income customers. (J5L 
et 18-19.) 

WithcU a C0ft1)1ehanlive ~lltigllljon of the merger~ that includes the voices 

of all interested pMIJI, including GTE-the Commission will never be apprised of the 

merger'alik81y ca~•1q1 ~for COft1*ition and for conunera. MCI cannot in good faith 

object to the requ11t to develop a complete record in this cue. In a recent merger 

proceeding before the Nw York Plmlic Service Commission, ~ACt contended that the 

Commission had the duty to taka a -nM'd look" at all aspects of IUCh a proposed 

transaction. (The NYNEX/Bell Atlantic Merger Proceeding, Cases 96-C-0603 ~- , 

Comments of MCI Tal1comm. Corp., Aug. 23, 1996, at 2.) In particul•. MCI urged the 

Commission to initiate an ~ hearing, after full and fair opportunity for discovery. 

Jsl at 9-10. MCI auert.d thllt 1a~ leu than a full evidentiary hearing• would result 
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in ... irWdeql 111 record to eva.. .. ~ irUrelt ,.,ificetionl d the nnuction. !sa.. 

at 10. It is ~ t1 MCI to now IUQG8It th8t ita own nnuction should proceed 

withcU the btnlfill t1 cllcawry, .,.. evidenti81Y huring, or the J*ticipmion of customer­

~ IUCh • GTE I at reg.llatcr considering • combin8tion c:A potwltiel competitors 

should, in MCra Yiw, gr8nl the oppomnty for • full hMring, then certllinly the same 

8pplies to this ev.n l8rglr merger d lmYif competitors. 

AI. the 11g111CM 8nd In hs Reply, GTE ha demonltlat.d the value of its perspective 

in these Pf0CIIclngl8nd the~ of looking critically at the vague and thoroughly 

unsupported "pubbic INirelt consideretionl• in the Petitioners' 8pplation. Indeed, 

Chairman Job .on Ub111Wd tt.t GTE'• comments at the agenda hlld prompted her to 

35-36, 49.) GTE's continuec:t participmion will assure that the effects of the merger are 

fully undelllood, Md, if nec111.ry, 8ddreiMd by this Commission. Certainly, it is better 

to consider end eddl- the pot8ntielly anticompetitive effects of the merger now then to 

try to "fix" merQts a.ter. 

As noted, GTE's interest in these proceedings is patently ·substantial.· In fact. it 

is tw'd to imagine a more subltentiel interest than preservation of the kind of fair market 

conditions thet will give GTE 8nd other resellers a fighting chance-and consumers a 

reuoneble r.nge d competitive choicea. GTE urges this Commission to join other state 

Commissioni-R:Iuclng tae In North Ceroln, Oklahoma, West Vwginia, and Colorado­

that have recognized GTE'I IUbatential int.,.st In the merger review proceedings and 

granted GTE intervenor --... The Colorado Public Utilities Commission noted, for 
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instance, thllt ita prac11dlng •lhall be focused on whether the transfer of conbol of MCI 

to WorldCom Is in the public ir*t'elt 8nd whether GTE'a allegations thet there are 

signific::ar"i ·~~to., epproval of the nnafer are meritorious.· 

In the M 'II! qr b 8 .u. .tif at WorJdCom. Inc. fgr Approytl to JrwWer Control Qf MCI 

Ccmn· Cqp. IQWgrldCcm Inc.,, Decision No. C97-1398, Docket No. 97A~94T (Dec. 17, 

1997). 

If it is to fulfill ita mMdllte to protect the public interest, this Commission should, 

likewise, inveltigete the i-..a GTE has raised with regard to the proposed transfer of 

control. Aa Comrniuiarw D111on oblerved, the merger ·could be a win/win, who knows·· 

(Agende Conf. Tr. 37 (emphaata edded).) That is precisely the point. The Commiaaion 

C8n10t know whither h merger will f\.rther the public interest if it declines to review the 

proposed nnuction; it lhould not be comforteble with a "who knows• resolution. 

Certeinly, b Collliilliol, cen do no meaningful public interest aueument on the basis 

or the iipplic.uon alone, which il nolt'q men than a letter, devoid of any data that would 

enable even h molt superficial evaluation of the transaction. GTE can provide-and, 

indeed, ~ ~ provided-Yaluab input in directing the Commission toward areas of 

potential c:onc.n. 

II. Petlllonen Have OffeNd No Proper 
Grounda to Deny GTE'a Intervention 

Aa disa181ed,' the Petitioners' Opposition does not effectively counter GTE's 
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showing of IUbltMtial ~ 8nd, in fact, avoids even diiCUIIing the core question of 

substantial interest. R81her th8n addressing the test for entitlement to intervene, 

Petitioners ak the Commillion to deny GTE'a intervention beclluH it is •unnece...-y, • 

it will ·ln'8IIIOnlbly bra.del • the ICOP8 d the Commillion's c:onsideration of the propoled 

transaction•, (Oppoaltion at 1) Met it will.impede and delay" the propoled transaction 

(Opposition at 3). n.ae .. not. d oeu~e, legitimate rea10n1 for denying en intervention. 

There is no •neceuttY' aiterion in the intervention rule; the requirement is, rather, the 

existence of a~ inlerelt. That Interest, as shown above, is evident in GTE's 

status as a a-ge c:uatorn. cl WorldCom and atao as a competitor in the long distance 

market. 

Nor does the Convninion'a evaluation of an intervention petition properly include 

speculation about whllt courM the proceeding might take if the intervention ii granted. 

Here in Florida, matters concemJng the ac:ope of a proceeding are resolved in the initial 

stages d a c.e, when specific.._ .. identified for resolution in the proceeding. The 

prahearing officer has the authority to eliminate matters he or she believes to be outside 

the scope d the doc:Ut, anc:t to k8lp the aaequent case preaaUtlona rwrowty focussed 

on the officially delignaled issues. If Petitioners believe that GTt is attempting to present 

inappropriate rnatt.-s for the ConvnissiM's consideration, then that dispute is property 

addrelled at the time d issues idlntification- in the context of an intervention petition. 

Likewi•, this is not the time to consider Petitioners' speculation about the nature 

of discovery GTE might file once It il granted intervention. Any discovery disputes will be 

handled as they always ..-that ia, after the discovery is served and through the 
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• 
customary motiona 8nd otdera. And Petitioner~' overblown f ... of disclosure of their 

confidenti81 lnform8tJon C8n be eddrelled in the routine manner-with protective 

agreement~ .nd IIPPfOPriMe Commission orders. 

FNIIy, Petitioner~' dlliml that GTE is merely trying to delay or impede the merger 

are unsupported 8nd untrue. GTE underltands the need for reasonably quick review of 

corporate trw'IUctionl. However, in this cae, expedition should not be an end in itself, 

causing the Commillion to forego any ~ltive Maeument of the merger. GTE urges 

this Commiaion to dilreglrd, • t.ve other Commillions, Petitioners' claim that anything 

less than an ~ 1tate proceeding would delay the closing of the proposed 

transaction. It il Clltllin thM this merger will be subject to review by other Commissions 

arCUld the CXU11ry, some t:A which h8ve alrudy initiated proceedings. Furthermore, the 

tran .. ction ia _..to r.ceive c:loM scrutiny from the U.S. Justice Department and the 

FCC, where, u noted, it has been opposed by consumer interests and others. Indeed, 

the Petitionerl themlefvel heve 8Cknowledged that they do not expect federal review of 

the tranuction to conclude befole May 1998. (Transcript of Staff Conference, North 

Carolina Utili. Comm'n, Dec. 22, 1997, at 12.) Thus, while GTE's participation in this 

proceeding would help prevent this Commillion from rushing to judgment on a $30 billion 

merger of direct competitors, it would not ll'1duly delay closing of the proposed merger. 

The Petitiorwl h8ve given the Commission no legitim8te, legally valid reason to 

deny GTE'I interv.'dlon. They have not effectively rebutted GTE's rationale for 
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• • WortdCom cuatonw. Under the drcumatencea, the Commiuion ic ®liged to grant 

GTE'a lntelwntion. 

Although Petitioner~' cleima thet GTE will unreeaonebty expend the acope of t'1ia 

CIIH are not germene to en evaluetion of GTE'a intervention request, they do deaerve 

comment, If only beca.- they ... 10 ill-founded. 

Petitioners would heve the Commission believe that it is constrained by Florida 

Statutes section 364.33 to • •narrow acope• of review of the merger, (Opposition at 2), 

such thet GTE'a public illerelt concema about the merger's threat to competition are 

•immateriar to thia cae. Petitioner~' view of the Commiuion'a diacretion in this 

prcceeding t. no bnilllon in the law. There is nothing in section 364.33 or elsewhere 

that ,...,._the r-. d ta ... the Commission can consider in evalua:i;-.g a tranlfer of 

control. It ia incndble to 1up1t thllt matters such as prices, service offerings, end the 

development d effectively competitive markets are not proper concerns for this 

Commiuion. Thele .. preci11ty tw kinds d things at the heart of the agency's mission, 

and thet it has atwaya considered in all manner of proceeJinga. There is no reason to 

ignore these public il...,.... considerations now just because they arise in the context of 

a merger review. 

Past Commiuion deciaiona confirm that the issues GTE has raised are, in fact, 

relevant to the aoencY• merger --amenta. For inatance, the Commlaaion lest year 
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found that a metger \nilr review would, if epprch~. provide •impo..ed eervicea and lower 

ratea, tbtrJby IQIII'_f,R pnp!lilion In Flqridl. • RlauMt for Approval of Merger of 

Shar!d Tect«gxjll fMdM W FPSC 10:320, 321 (1997) [anphalis added]. Similarty, 

in Pttitiql fgr EMS 1 "''MI qf lndirlcl Ctwnqt In Ccnrpt of NYNEX Long Diltlncl 

Company. 97 FPSC 1:55, 58 (1.7). the Commiaaion approved the propoaed merger 

because the merged _,.., would provide •qua~ttv twyjcl It 1 C!II90ibft prjce in a 

competitjyl NqiiJW'IIIOd "P"dlwlfCQ bt in tbt QUblic jnllrtft. • [Empheaia added.) 

Even MCI hal corrdy atlllrwd thll .. *ICMrd the Commillion hal IPPiied in the peat 

·is what will be the~ on CUitomerl: (Agenda Conf. Tr. 11 .) The Commiuion 

cannot, of c:cuae, 8V8Iuete the irr..,.ct of the merger on consumera without asseaslng rts 

impact on competition. 

It ia true that, in the pat, the Commiaaion has generally drawn its public intereat 

conclusionl about propo1ed "*DI'I without much evidence or analyais of the 

~ becal-.. dlt rnljolity have not been l8rioully challenged. This 

does not, howeY«, mean th8t the Commillion cannot choole to do a more thorough 

analysis in this cae 01.,. GTE II~ a change in standards. Rather, GTE asks 

the Commillion to ~ ita a.ting public intereet criteria • a basis to more doaely 

evaluate the potentilll benefita and detriment:; of the merger before it. Since the 

Commission will uae the aame public interelt IWndard it has employed all along, there is 

no issue of lack d notice to Petitioner~. There hal never been any presumption that this 

or any merger is In the public lnterell Petitlonera have to affirmatively prove that it is. 

There is nothing rww about lhet, and Petitioner~ cannot complain about being asked to 
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In .ny cae, ._. .. m.ny reuons why the public interest evaluation of this 

obviously, thia rMrger is not likely to be matched in size end scope anytime soon. This 

$38 billion trwlllction t. been delcribed • the largest merger in U.S. history-not just 

the largest tall~l metger. Further, it is a combination of direct, actual 

competitors. H will rwnove • oorr.petitor in both the local and long~istance markets. As 

e~ above (and in conewner filings before the FCC), this aapect has more urgent 

public interest implic8tionl u., tr8nMctiona involving just potential competitors. 

Moreover, thll il lw first rna;or merger to come before the Commission since 

adoption of the T111~1oila Ad of 1996 (Act). That Ad, like the 1995 revisions 

to Chapter 384 in Florida, ceeta the Commission in the role of facilitator of competition. 

rllther ttw'l diNd 1101 dllat. Aa FCC C~ Kennard hal aptly recognized, both federal 

and state reg~ dllarlhlve ··~the end of the begiming or cu journey from monopoly 

regulation to competition.'• (1<8rwwd rwmartta at Nov. 1997 NARUC meeting, cjted jn 

WIO'IQ'I Clblt Bep•im Mpoitqr, Nov. 17, 1997.) In this new era, the Commission is 

charged with --..i'1g tt.t I'Mfket conditions encourege competition and greater 

consumer welfere. This mlndllte is m~ explicit in Florida law: 

The Legill8b n further finds that the transition from the monopoly provision 
of local exdwlge service to the competitive provision thereof will require 
appropri8te ~~to protect consumers and provide for the 
development of flllr and effective competition .. .. 

Fla. Stat., Section 384.01(3). 
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The Commillion t. taken c:oncr.te 8Ctionl to fulfill itl new role. It hal, for 

example, inlllllli ~ warklhopl• a tnt step towerd addreuing the perceived leek 

of competition ln local "*'-Is. But the pro«:tlve actiona the Convninion has thus far 

taken wil be jull....,ay Oll'nl ,,. Commillion declr. .,Y aubltantive review of this 

merger, which-GTE Md the Petitioner~ agree-ia aure to effKt the development of 

CDf11)8tition in local and lang clllance markets. GTE believaa thla Convniaaion Ia obliged 

to~..,.._ thole .rrects will be good or bad, and, if the latter is true, condition 

the tranuction ~for Florida. 

The Commiuion need not be concerned that ita own review will undermine those 

of the FCC or the JUitice o.p.tment. M Convnillioner Clark explain4id at the agenda 

potnial problemlthatfNIY become IUbject to action if they ere not r-.medied. (Agenda 

Conf. Tr. 20.) And bolh the,.. .. .,._ and preaent FCC Chairmen have, for their part, 

invited the Statea to become rncn actiYe in merger~. Indeed, former Chairman 

HLndt obMrwd that the cornm1tmenta and conditions impaled in the Bell Atlantic-Nynex 

merger last y.- had been •cnwn from the best practices of all the states in the region, 

that are not inc:omptltible • I .. it with the bulk of the actual decisions by these states, 

and that can be •~forced either at the FCC c:v in the states.· Chairman Hundt emphasized 

the urgent need for lt8tel to perform their own public intereat analyses: •tt is critically 

important that the 1t11te1 join ua In promoting competition polities in cor!nection with 

mergers.· (Remartcs by Channan Reed Hundt to State Commissioners on the Bell 

AtlantidNynex Merger, delw.r.d at Philadelphia, PA on Oct. 3, 1997). AI Chairman 
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Johi1lon nalld, PI I lint FCC Chairman Kennard hal reiW&ted former Chairman H\nft's 

Cont. Tr. 21-22, 25 ~ tUd Will begging for help .... theM thinga ere coming feat 

and f1M'ioul Md w need men Input from the atmea. *)) 

In any eveN. thll Commisttion hu never been belhful about taking the IMd on 

diflicUt or camplk Ill d ... • IliUM on which other ltllla heve deferred to the FCC. So 

it is diflicUt to lRMI ... Id how the Commillion could CNdibly rely on federal egenciel to 

protect Floridll'a inWeltlln thil CMe, npecially when other (in some caMS, leu pro-

active) state c:ornrntuiolw .. forging ehead with their own merger review proceedings. 

Director of Communic8tionl D'HMaeleer's concern about the Commission's •national 

image· in this C8M il, GTE b1II~Vea, well-founded. (D'Heeseleer, Agenda Cont. Tr. 48.)5 

• • • 

1 Noting the megnltude of the merger, Mr. O'HHaeleer would have preferred to 
take the r8COI'1'VMndMion b-* to review It to •see if there is another alternative to these 
simple tittle testa we mllde.• (Agenda Conf. Tr. 48.) 
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For all the NilaN diiCUSMd in thia filing, the Commillion lhould grant GTE'a 

intervention In thia c.. Md allow it to J*ticipate fully in a IUbltantive review of the 

tranlfer of conlrol propo11d by MCI and WortdCom. 

Respectfully .anm.ct on January 26, 1998. 
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