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SUMMARY

In these Reply Comments, GSA responds to the recommendations of over forty

commenting parties in this proceeding.

GSA agrees with most other parties that the Commission should retain its present

product and geographic definition of the interstate interexchange market. The fact that a

carrier may possess market power over local access in a geographic submarket does not

imply that the interstate interexchange market itself is not a single market.

GSA does not accept the arguments of the largest LECs that the structural

separation of LEC local and interexchange operations is burdensome and unnecessary.

GSA agrees with most IXCs and state commissions that the Commission's present

structural separation requirements have proven effective, without being unduly

burdensome.

GSA agrees with all other parties addressing the subject that the Commission

should exempt contract services from the requirement for geographic rate averaging.
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The Gener~ Services Administration ("GSA"), on behalf of the customer interests

of 1141 of the Federal Executive Agencies, submits these Reply Comments in response to

the Commission's Notice of Proposed Rulemaking ("NPRM'), FCC 96-123, released March

25,1996.

I. Introduction

In Comments filed on April 19, 1996, GSA urged the Commission to retain its

present product and geographic definition of the interstate interexchange market, to retain

its present separation requirements between the local and interexchange operations of

local exchange carriers ("LECs"), and to exempt contract services from the requirement

for geographic rate averaging.



CorMlet1ts in this proceeding were also filed by a variety of other parties, including:

The United States Telephone Association ("USTA") and thirteen

individualLECs and LEC representatives;

The Competitive Telecommunications Association ("CompTel") and

twelve individual interexchange carriers ("IXCs"); and

The National Association of RegUlatory Utility Commissioners

("NARUC") and twelve individual state commissions or government

representatives.

In these Reply Comments, GSA responds to the comments and recommendations

of these parties.

II. The Commiuion Should Retain Its Present
Product And Geographic Definition Of The
Interltlte Int'rexchana. M'rket.

In its Comments, GSA supported the Commission's tentative conclusion that it will

continue to treat interstate, interexchange point-to-point service within and among the

United States and its overseas territories as the single, relevant market for purposes of

determining whether any carrier is capable of exercising market power. 1

Most commenting parties also support this definition.2 Ameritech, for example,

states:

1 Comments of GSA, p. 2.

2.§t1, lJl., Comments of Florida Public Service Commission ("Florida"), pp. 6-8;
Ameritech, pp. 12-15; NYNEX Telephone Companies ("NYNEX"), pp. 4-8.
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P.-ticularly in light of the geographic averaging provisions of
the 1996 Act, there would appear to be no reason for the
Commission to recognize anything other than a single,
nationwide geographic market for interstate, interexchange
services. That is because, as the Commission recognizes,
even if a carrier has market power in a particular geographic
market, that carrier must price its services in that market at the
same rates as its services in other geographic markets.3

General Communications, Inc. ("GCI") suggests that there are cases, such as in

Alaska, \Nhere it is necessary to evaluate geographic submarkets to determine if a carrier

possesses market power." As GSA pointed out in its Comments, however, any such

market power would flow from the carrier's control of the local access market and from the

ability to tie that control to the offering of interexchange services.s The interstate

interexchange market itsetf should be regarded as a single market as the Commission has

proposed.

III. The Commission Should Retain Its Present Separation
Requirements Between The Local And Interexchange
Optr.tion, of LECs.

In its Comments, GSA urged the Commission to retain its present structural

separation requirements between the local and interexchange operations of all LECs.s

3 Comments of Ameritech, p. 13.

.. Comments of GCI, p. 3.

5 Comments of GSA, p. 2.

S 12., pp. 3-4.
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Most large LECs oppose structural separation as being burdensome and

unnecessary? Pacific Telesis Group, Inc. ("PacifIC"), however, seeks only regulatory parity

with newly authorized LECs. Pacific states:

To maintain a level playing field, aU interLATA competitors
should be subject to the same degree of regulation and meet
the same safeguards. As long as Pacific Telesis must provide
interLATA services through a Section 272 separated affiliate,
regulatory symmetry requires that newly authorized LECs from
other regions offer competing service through a separate
affiliate. Consistent with this position, the Pacific Telesis
Group ~I offer service in other regions through a Section 272
affiliate as long as the in-region requirement remains in
effect.8

Virtually all commenting IXCs and state commissions strongly urge the Commission

to retain or strengthen its structural separations requirements.9 Sprint Corporation

("Sprint-), which has lived under these requirements for many years, states:

There is no reason for the Commission to abandon the existing
separations requirements established in Competitive Carrier
either for independent LECs or Bell Operating Companies.
Sprint can assure the Commission, first hand, that these
requirements have hardly proven to be "unduly burdensome."1o

On the other hand, the need for structural separation is clear. MCI

Telecommunications Corporation ("Mel") states:

7 sa, !:,g.., Comments of Bell Atlantic, pp. 4-9; GTE Service Corporation
("GTE"), pp. 6-13; BellSouth Corporation ("BeIlSouth"), pp. 23-25.

8 Comments of Pacific, p. 9 (footnote deleted).

9.s.., !:,g., Comments of America's Carriers TeMK:ommunications Association
("ACTA"), p. 7; Alabama Public Service Commission ("Alabama"), pp. 5-7; Washington
Utilities and Transportation Commission ("Washington UTC"), pp. 2-3.

10 Comments of Sprint, p. 8.
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Aa 88t forth in Cot1'gtitive CWJjer, the BOCs' and other LECs'
local bottleneck power would allow them to discriminate
against competitors dependent upon access to the local
network and to shift costs. 11

The Missouri Public Service Commission ("MoPSC") states:

The 19&6 Act, no fewer than nine times, mentions prohibition
of subsidtes or cross subsidies. For instance,
telecommunications carriers "may not use services that are not
competitive to subsidize services that are subject to
competition." Unless the FCC requires a LEe to maintain
separate records for its LEC and IXC operations, it will be
extremefy difficult, if not impossible, to determine whether any
inappropriate subsidization or cross subsidization is taking
place. 12

The Commission's present structural separation requirements have proven

effective, in preventing cross-subsidization. As Sprint has testified, they have not been

unduly burdensome. GSA urges the Commission to retain them and extend them to the

operations of all Bell Operating Companies ("BOCs").

IV. The ConvnIasion Should Exempt Contract Services
From The Requirement For Geographic Rate
AyeAging.

In its Comments, GSA described at length the need for the Commission to exempt

contract services from the requirement for geographic rate averaging. 13 There was strong

11 Comments of MCI, p. 13 (footnote deleted).

12 Comments of MoPSC, p. 4 (footnote deleted).

13 Comments of GSA, pp. 4-9.
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support for GSA's position in the comments of other parties. 14

USTA states:

Congress did not intend that existing contracts for provision of
telecommunications services be renegotiated. Congress also
notes that the Commission has permitted interexchange
carriers to offer non-averaged rates for services in some
limited situations, such as AT&T's Tariff 12 contracts, and
expects this practice to continue. Accordingly, any rate
realtgnment necessary to comply with a newly adopted rate
averaging rule would exclude rates covered under these
agreements. 15

AT&T describes the value of contract services as follows:

Customers ajso greatly benefit from Tariff 12, contract tariff
.-ld other similar high-end business services. Competition for
the customers of these services -- the largest and most
sophisticated telecommunications customers -- is intense, and
these services anow carriers to provide telecommunications
packages tailored to customers' needs at the lowest possible
competitive prices. That is why the Commission has
previously found that both Tariff 12 and contract tariff services
serve its pro-competition objectives. 16

The Telecommunications Resellers Association ("TRA") concurs, and adds:

An overly broad reading or application of the Section 254(g)
geographic rate averaging/rate integration mandates could
hamstring carrier efforts to address the specific needs of
individual customers. 17

14~, i:.Q., Comments of WorldCom, Inc., d/b/a LDDS WorldCom ("LDDS
WorldCom"), pp. 13-14; CompTel, pp. 7-9; MCI, pp. 30-38.

15 Comments of USTA, p. 3 (footnote deleted).

16 Comments of AT&T, p. 37.

17 Comments of TRA, p. 30.
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GSA urges the Commission to continue to allow the IXCs to respond to the

competitive market by offering contract services, and to exempt contrad services from the

requirement for geographic rate averaging.
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v. Conclusion

As the agency vested with the responsibility for acquiring telecommunications

services on a competitive basis for the use of the Federal Executive Agencies, GSA urges

the Commission to retain its present product and geographic definition of the interstate

interexchange market, to retain its present separation requirements between the local and

interexchange operations of local exchange carriers, and to exempt contract services from

the requirement for geographic rate averaging.

Respectfully Submitted,

EMILY C. HEWIIT
General Counsel

VINCENT L. CRIVELLA
Associate General Counsel
Personal Property Division

-y}1uiLcJ..LfL d-f~
MICHAEL J. EITNER
Senior Assistant General Counsel
Personal Property Division

GENERAL SERVICES ADMINISTRATION
18th & F Streets, N.W., Rm 4002
Washington, D.C. 20405
(202) 501-1156

May 3,1996

8



CERTIFICATE OF SERVICE

I M[C HAf: L .J. E Tf NtK- , do hereby certify that copies of the
foregoing -Reply COI'fIMI"ItS d the General Services Administration" were served this 3rd
day of May, 1996, by hand detivery or postage paid to the following parties:

Regina M. Keeney
Chief, Common Carrier Bureau
Federal Communications Commission
1919 M Street, N.W., Room 500
Washington, D.C. 205~

.,ic8Yy"s
Common CMier Bureau
Federal Communications Commission
1919 M Street, N.W., Room 544
Washington, D.C. 20554

International Transcription Service, Inc.
Suite 140
2100 M Street, N.W.
Washington, D.C. 20037

Paul Schwedler, Esquire
Aut. Reguletofy Counsel, Telecommunications
Defense Info. /9Jncy, Code AR
701 South Courthouse Road
Arlington, VA 22204-2199

Edith Herman
Senior Editor
Communications Daily
2115 W.d Court, N.W.
Washington, D.C. 20037

TeIeeommunicatios Reports
11th Floor, West Tower
1333 HStreet, N.W.
Washington, D.C. 20005



RidWdB. Lee
Vice P,...ident
Snavely King M8j0rOI O'Connor
&L.., Inc.

1220 L Street, N.W., Suite .10
Washington, D.C. 20005

Emily C. Hewitt
General Counsel
General Services Administration
18th & F Streets, N.W., Room 4002
Washington, D.C. 2a.05

Philip F. McCIeUand
Pennsylvania Office of Consumer
Advocate
1.25 Strawberry Square
Harrisburg, PA 17120

NldrfNi D. Lipman
Swidfer & Bertin, Chartered
3000 K Street, N.W.
Suite 300
Washington, D.C. 20007

Albert H. Kramer
Attorney for American Public

Communications Council
Dickstein, Shapiro & Morin, 1.1.P.
2101 L Street, N.W.
Washington, D.C. 20037-1526

C. Douglas Jarrett
Attorney for American Petroleum
Institute

Ketler and Heckman
1001 G Street, N.W.
Suite 500 West
Washington, D.C. 20001

SERVtCE LIST
(CONT'D)

Raymond G. Bender, Jr.
Attorney for Vanguard Cellular
Systems, Inc.
Dow, Lohnes & Albertson
1200 New Hampshire Avenue, N.W.
Suite 800
Washington, D.C. 20037

David W. Carpenter
Sidley & Austin
One First National Plaza
Chicago, IL 60603

Mark C. Rosenblum
AT&T Corporation
Room 325213
295 North Maple Avenue
Basking Ridge, NJ 07920

Donald J. Elardo
MCI Telecommunications Corporation
1801 Pennsylvania Avenue, N.W.
Washington, D.C. 20006

Leon M. Kestenbaum
Sprint Corporation
1850 M Street, N.W., 11 Floor
Washington, D.C. 20036

Catherine R. Sloan
WorldCom, Inc.
dIbIa LDDS WorldCom
1120 Connecticut Avenue, N.W.
Suite 400
Washington, D.C. 20036

Genevieve Morelli
The Competitive Telecommunications

Association
1140 Connecticut Ave., N.W., Suite 220
Washington, D.C. 20036

2



SERVICE LIST
(CONT'D)

o.tny E. AdMt,
Attorney for The Comp8tRive
TeIecommunk:ationa As8ociation

KeHey [)rye & Warren
1200 Ninet••nth Street, N.W., Suite 500
Washington, D.C. 20036

Ann P. Morton
Cable & War"'ss, Inc.
8219 LeMburg Pike
Vienna, VA 22182

Charles H. Helein
Attorney for America', C.riers
Telecommunications AIIOCiation

Helein &AMociates, P.C.
8180 Greeneboro Drive, Suite 700
McLean, VA 22102

Charles C. Hunter
Attorney for Telecommunications
R....1ers ANociation

Hunter & Mow, P.C.
1620 I Street, N.W., Suite 701
Wathington, D.C. 20006

Margaret L. Tobey, P.C.
Counaet for IT&E OverM8S, Inc.
Akin, Gump, Strauss, Hauer &Feld,
L.L.P.
1333 New Hampshire Avenue, N.W.
SURe 400
Washington, D.C. 20036

Kathy L. Shobert
Director, Federal Affairs
General Communication, Inc.
90115th Street, N.W., Suite 900
Washington, D.C. 20005

3

Mary McDermott
U.S. Telephone Association
1401 H Street, NW
Suite 600
Washington, DC 20005

John F. Beasley
1155 Peachtree Street, N.E.
Suite 1800
Atlanta, GA 30309-2641

Charles P. Featherstun
1133 21st Street, N.W.
Washington, D.C. 20036

Marlin D. Ard
Pacific Telesis Group, Inc.
140 New Montgomery Street
Room 1530A
San Francisco, CA 94105

Margaret E. Garber
Attorney for Pacific Telesis Group
1275 Pennsylvania Ave., N.W.
Washington, D.C. 20004

Gary L. Phillips
Counsel for Ameritech
1401 H Street, N.W., Suite 1020
Washington, D.C. 20005

Gail L. Polivy
Attorney for GTE Service Corporation
1850 M Street, N.W.
Suite 1200
Washington, D.C. 20036

Susan Drombetta
Scherers Communications Group, Inc.
575 Scherers Court
Worthington, OH 43085



Mergot 8mUey Humphrey
Attorney for The Rural Telephone
Coetition
Koteen & ....in, LLP
1150 Conedicut Avenue, N.W.
Suite 1000
Washington, D.C. 20036

Usa M. bina
OPASTCO
21 Dupont Circle. N.W., Suite 700
Washington. D.C. 20036

David COSIOt1
National Telephone Cooperative

Association
2626 Pennaylvania Ave., N.W.
Washington, D.C. 20037

JoMph Oi Betla
The NYNEX Telephone Companies
1300 I Street. N.W., Suite 400 West
Washington, D.C. 20005

Michael S. Fox
John Staurulakis, Inc.
6315 seabrook Road
Seabrook. Me 20706

Chris Barron
TCA, Inc.
3617 Betty Drive, Suite I
Colorado Springs, CO 80917

Robert B. McKenna
Attorney for U S West

Communications, Inc.
Coleen M. Egan Helmreich
Suite 700
1020 -19th Street, N.W.
Washington. D.C. 20036

SERVICE LIST
(CONrO)

Bruce D. Jacobs
Fisher Wayland Cooper
Leader & Zaragoza L.L.P.

2001 Pemsylvania Avenue, N.W.
Suite 400
Washington, D.C. 20006

Lon C. Levin
AMSC Subsidiary Corporation
10802 Park Ridge Boulevard
Reston, VA 22091

Margot Smiley Humphrey
Attorney for TDS Telecommunications
Corporation
Koteen & Naftalin, LLP
1150 Connecticut Avenue, N.W.
Suite 1000
Washington, D.C. 20036

James D. Ellis
SBe Communications, Inc.
175 E. Houston
Room 1254
San Antonio, TX 78205

Edward Shakin
Attorney for the Bell Atlantic

Telephone Companies
1320 North Court House Road
Eighth Floor
Arlington, VA 22201

Rodney L. Joyce
Attorney for The Southern New England
Telephone Company
Ginsburg, Feldman and Bress
1250 Connecticut Avenue, N.W.
Washington, D.C. 20036

4



....,yn M. DeMatteo
SouIhem N4tw England Tetephone
COI'I'lJ*ly

227 Church S.....t
New Haven, CT 06506

Robert F. Kelley, Jr.
Adviaor of the Governor
Office of the Governor
P.O. Box 2950
Ag8na, Guam 96910

Frank C. Torres, III
Executive Director
WMhington Liaison Office
of the Governor of Guam

444 North Capital Street
Washington, D.C. 20001

SERVICE LIST
(CONTD)

John W. Katz, Esq.
Special Counsel to the Governor
Office of the State of Alaska
Suite 336
444 North Capitol Street, N.W.
Washington, D.C. 20001

The State of Alaska
Robert M. Halperin
Crowell & Moring
1001 Pennsylvania Avenue, N.W.
Washington, D.C. 20004

Charles W. Totto
Divisk>n of Consumer Advocacy
Department of Commerce and
Consumer Affairs

250 South King Street
Honolulu, HI 96813

Veronica M. Ahern
Nixon ~grav. Devans & Doyle LLP
One Thomas Circle, N.W.
Suite 700
Washington, D.C. 20005

Thomas K. Crowe
Counsel for the Commonwealth of
the Northern Mariana tstr.ds

Law OffICeS of Thomas K. Crowe, P.C.
2300 M Street, N.W.
Washington, D.C. 20037

Eric Witte
Attorney for the Missouri Public
Service Commission

P.O. Box 360
Jefferson City, MO 65102

5

Herbert E. Marks
Squire, Sanders & Dempsey
1201 Pennsylvania Avenue, N.W.
P.O. Box 407
Washington, D.C. 20044

Cynthia Miller
Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, FL 32399-0850

Robert S. Tongren
The Office of the Ohio Consumer's
Counsel

77 South High Street, 15th Floor
Columbus, OH 43266-0550



SERVICE LIST
(CONrD)

Mary E. Newmeyer
AIIIb8ma Public Service Commission
100 N Union Street
P.O.80x991
Montgomery, AL 36101

WtlUam H. Smith, Jr., Chief
Bureau d Rate and Safety Evaluation
Iowa Utilities Board
Lucaa State OffICe Building
Des Moine., IA 50319

Steven T. Nourse
AMistMt Attorney General
PubHc Utilities Section
180 East Broad Street
Columbus, OH 43215-3793

Philip L. Verveer
WtUkie Fwr & Gallagher
1155 - 21st Street, N.W., Suite 600
Three Lafayette Centre
Washington, D.C. 20036

Paul Rodgers
Attorney for National Association of
Regulatory Utitity Commissioners

1102 ICC BuIlding
P.O. Box"
WashingtGA, D.C. 2~

6


