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January 30, [U47

Blanca S. Bayo, Directlor

Division of Records and Reporting

Florida Public Service Comnmussion

2540 Shumard Qak Blvd, : g { ; )
Tallahassee, FL 32399-0850 '

RE: Joint Application of AT&T Comp. and | clepont Commumic ations Caoup Ine.
Dear Ms. Bayo:

AT&T Corp. ("AT&T™) and Teleport Commurications Canoup Ine 7 1CGT)
(collectively *Applicants’™), by their undersigned counsel amd pursiant to seetion 64 33,
Flonda Statutes, hereby request authonty to transfer contrab of TG A TS T TCG s
the holding company paremt of TCG SOUTH FLORIDA . o non dominant camer
authonzed by the Commission to provide compelitiv e brweal exchange services (meludimg
switched and dedicated access services and intralata toll seevices) amd mtrastate
interexchange telecommunications services within the Stite of onda A T& | s the
parent company of AT&T Communications ol the Southern Stes, Ine (A T& |
FLORIDA"), which is a non-deminani carrier authonzed 10 prosade competitn e local
cxchange and interexchange telccommunications services swithin the State of Hlornda
Neither AT&T nor any of sts affiliates are currently allibatel wirth 10 ¢,

As descrnibed below, the proposed transfer ol control wabl he accomplhished
through a transaction whereby a whally owned subsichary of AT& T, 1A Meiger Compr,
will merge with and into TCG, at which time TCG will become a whally owned
subsidiary of AT&T. Following completion of the proposcd Iransaction, the Fonda
operating suhsidiarics of AT&T and TCG will oifer a broad arris ot competitis e local
exchange and interexchange teleccommunications services principally under the A1E )
brand. Attached hercto as Exhibil A is a chart that 1llustrates the conponate seacture of
the parties prior 10 and immediately following the proposcl tsaction v deserption of
the parties and the transaction are provided belos
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Now is & critical time in the development of competibon 1n the market for local
exchange services, and Applicants belicve that the public interest henefits resulting from
the merger of AT&T and TCG, described more fully i Part 1 helow, are best served if
AT&T and TCG are permitted to integralc their businesses quickly  Accordingly,
Applicants respectfully request that the Commisaion act en this Apphcation on or before
April 1, 1998. In support of this Application. Applicants subnut the follow:ng
information:

THE PARTIES

Teleport Communications Group Inc. (“TC (™)

TCG is a Delaware holding company with headquarters at One elepont Dnive,
Staten Island, New York 1031]1. TCG was the first and renans the largest provider of
competitive local exchange services in the Lited States 10 s the parent, directly or
indirectly, of a number of nondominamt carriers that operate lacHiues-hased local
exchange networks in 57 markets in 31 states, cluding Flornda.  1CG SOUTH
FLORIDA is autherized to provide local exchange and intristate interexchange
telecommunications pursuant to certification granted hy this Commussion in Order No,
PSC-95-0812-FOF-TI , issued on July 5, 1995 i Dacket No 941197-T1 (interexchange
authority) and in Order No. PSC-95-1296-FOF-TX. 1ssucd on October 19, 1995 in
Docket No. 950755-TX (local exchange authonty). (s operaling subsidiaries also
provide interstate and international telecommunications senvices as nondonnnant
common carmiers pursuant to authority of the Federal € ommunications Commission
(“FCC™). Additionally, TCG controls, through a wholly owned substdiary, fixed
microwave licenses in over 200 markets nationaily. including porions of Florida, that
provide an alternative, facilities-based method to reach customers

Information concemning the legal, technical, managerial, and financial
qualifications of TCG and TCG SOUTH FLORIDA was provided with us upplication for
certification, filed with this Commission in Docket No 94119711 and Docket No.
950755-TX. That information, which this Commission considered in detemmanime that
TCG and TCG SOUTH FLORIDA possessed the legal. techmead and Hinancral
qualifications to offer telecommunications services (o the pubric i this junsdiction, 1s
therefore already a matter of public record al the Comnussion  Applicants request that
this information be incorporated by reference herein,

AT&T Corp.

AT&T Corp. is a New York corporation with headguarters at 32 Avenue of the
Americas, New York, New York 10013-2412. AT&T. un i1s own and through a number
of subsidiarics, is authorized to provide domestic and smtemational telccommunications
services throughout the United States. In Florida, AT&T s operating subsidiary - AT&T
FLORIDA - is authorized to provide local exchange and interenclunge
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telccommunications services pursuant (o certfications granted by this Commussion tn
Order No. 12788, issued in Dockct No. 830489-T1 on December 17, 1983 (interexchange
authority); in Order No. PSC-95-0619-FOF-TA, issucd m Docket No. 950416-TA on
May 22, 1995; (alternative access vendor authonty), and m Order No. PSC-96-0615-
FOF-TX, issued in Docket No. 960181-TX on May 7. 1996 (altermmative local exchange
telecommunications authority). AT&T also 1s authorised 1o provide pay 1eicphone
service pursuant to certification granted by this Comnuission

Information conceming the legal, techmical. managerial, and linsncal
yualifications of AT&T and AT&T FLORIDA was provided with ats applications for
certification, filed with this Commission in the aboy e-reterenced dockets.  That
information, which this Commission considercd i determuuny that AT&T and AT&T
FLORIDA possessed the legal, technical and financial gquahfications to offer
telecommunications services 1o the puhlic in tlus stale, 15 therefore aiready a matter of
public record at the Commission. Applicants reguest that this information be
incorporated by reference herein. This information demonstrates that AT&T, as the
country's largest telecommunications company, clearly has the requisite technreal,
managenal, and financial qualifications 1o acquire control af 10¢;

REQUEST FOR APPROVAL OF AT& TS ACQUISITION OF TCG

TCG and AT&T have executed an Agreement and Plan of Merger ("Agreement™),
which has been approved by the Boards of Dircctors ot hoth compamies, The proposed
transaction is structured as a merger in which TA Mcrger Corp L a newly-formed
Delaware subsidiary of AT&T created specifically for the purpose of consummating the
transaction, will merge with and into TCG, with TCG bomg the surviving cntity and a
wholly owned subsidiary of AT&T. Immediately tollowamye the mergee, AT&T expeets
that TCG will begin offering services pancipally under the A T& ] brand

At the time of the merger, sharcholdurs of 1C0 will recenve, in exehange lor cach
issued and outstanding share of TCG, 0.943 shares of ALK& T common stock, as specified
in the Agreement.

The proposed merger will result in a change m the ultiate owners of TCG hut
will not involve any immediate change in the mauncr in whieh 1CG SOUTH FLORIDA
provides service to its Florida customers. The services currently heng provided by TCG
SOUTH FLORIDA will continue to be offercd pursuant 1o tan{ls curremly on hile with
this Commission. Moreover, following the merper, 1CG SOU T 1 ORIDA will
continue to be led by a team of well-qualificd telecaommunicstions numagers, including
existing TCG personnel. Thercfore, the merpger sl s e no wmnedaate impact on 110G
SOUTH FLORIDA’s customers in terms of the servces that they recense, and AT&T and
TCG SOUTH FLORIDA will honor all commitments o TG s existing customers,

A fier the proposed transaction, AT&T and TCG SOUTH FI ORIDA will continue to
ofYer their local exchange service customers a chotce of long distance carniers in
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compliance with their obligations under Section 251thy Y the Telecommunications
Reform Act of 1996 (the 1996 Tclecommunications Act™).

AT&T intends that TCG will form the comerstone ol A 1& I's (acilities-based
local exchange service offenings, and plans or or imie to mtcgriate services bemg provided
by TCG with other AT&T local exchange services such as AT&] Digital Link Service.,
which is currently being offercd Florida. These services will be marketed principally
under the AT&T brand name as part of a broad range of telccommunications senvices,
including long distance and cnhanced senices

On December 22, 1997, Telcport Comniumcatons Ciroup Inc. and ACC Corp.
(“ACC") filed an application with thc Commission sceking us approval of TCG's
proposed acquisition of ACC. The Commussion appros ad that application im Pockel No.
971644-TP at its January 20, 1998, agenda conference  The ACC TCG Merger
Agreement is independent of the suhsequent ATA L TC4 Agrecment, and the ACC/TC G
transaction can, and is expected (o, proceed 1o closing pnot 1 the eventual closing of the
AT&T/TCG transaction. The ACC/TCG merger has not, however, taken place at this
time. Accordingly, TCG and AT&T reguest that the Commssion’s approval of the
acquisition of TCG by AT&T incorporatc and include pernussion tor AT&T s indirect
acquisition of ACC through its acquistion of 10

PUBLIC INTEREST CONSIDERA FHONS

AT&T's acquisition of TCG wil! clearly wid demonstrably benefit the pubhc
interest in increased competition in the mark et {or iclecompumcations sers jees in
Florida.

While AT&T is a vigorous and elfective non donnmant competitor in the long
distance marketplace, it has thus far been hights dependent on Tncurmbent | ocal
Exchange Carrier (“ILEC™) systems and (acthties msts cHiosts o enter the market lor
local cxchange services and bring the benefits ol Vigorons competition to that market.
Unfortunately, since the passage of the 1996 1 clecaommunmcations Act, AT&T has
experienced a8 number of technical, cconomic and practcal dithiculies in entering the
market for competitive local cxchange services becawse 1 was hieinaly relant on the use
of ILEC systems and facilities. Accordingly 101 critcal to AT | 7s ability to provide
robust competitive local exchange services that A& | huas e alternatis e local
infrastructure available 10 it and within s contrad and management

Although it is the nation’s largest competins e Joval eachange camier, TOG s
today dwarfed -- in revenues and available capital -- by the formudable 11RO competitors
that it faces in it local markets. Thosc carmicrs today continue (o control the market for
local exchange services, nearly two years aller the passage ot the 1990
Telecommunications Act, and over ten years simee 144 entered the focal
telecommunications market.




AT&T's acquisition of TCG hulds great promuse tor the development of facilibies-
based local competition by taking (i}l advintage ol the complementary aspects of
AT&T's long distance and wircless networks and marketing expertise and 1CG's Tocal
fiber optic and broadband wircless capabthities and 1ghis of-way. The merger significs
AT&T's commitment to invesiment in kocal (acilities, and thus Facilitates AT&T's goal of
bringing competition and choicc to local markets

In the near term, AT&T expects that the acquisiinn of JOG wall accelerate and
expand AT&T's provision of facilities-bascd local exehange service, pnmanly Lo business
customers and (0 multiple dwelling units in high density markets curremly served by
TCG. AT&T also expects that the acquistiion ot 10C wall cnbance AT& T s abibity 1o
provide end-1o-end service 10 broader classes of customers by crishhing AT& T to ap the
experience and expertise of TCG's management team to lead A T&T's overall local entry
strategy, for business and residence customers

Consummation of the proposed Iransaction will theretore well senve the public
interest. It will serve to promotc competition among providers of tocal exchange
services, by combining the financial resources and complementary managerial skalls,
network facilities, and market capabibitics of 100 and A T& ] 10 enhance ther collectine
ability to provide telecommunications scryices to the customers m | londa. o

CONCLUSHON

For the reasons stated hercin, AT& [ and 1€ respecttully reguest that the
Commission approve this Application to permat them o comsummate the proposcd
transfer of control and grant all other rebiel us necessary and appropriate o ¢ffeciuate the
transaction described herein. AT&T and TCG respecitully request that the Commussion
grant its approval on or before April 1, 1998

1 AT&Ts indirect scquisition of ACCTs loag dislan e aperatnsss theourh ATA s merger wath 10
will be an incidentsl aspect of the proposed tranaaction Tus wall iy e so ads erse inract on the long
distance market because Lthat market, unlike the market tor Jocal sersnes 1+ charactcnzed by robust
competition.



Respectlully submitted,

arsha E. Rulc
101 N. Monroe Street
Suite 700
Tallahassee, FL 32301
Phone: (850) 425-6365
Fax: (850) 425-6361

Counsel for AT&T Corp.
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Teleport Communications Group Inc. to AT&T

Proposed Transfer of Control of

Pre-Merger Post-Merger
AT&T Corp AT&T Corp
Other Certificated TA TCG Other Certificated|| TCG
AT&T AT&T Merger ] Inc. AT&T AT&T Inc.
Subsidiaries| | Subsidiaries Co. Subsidianes| |Subsidianes
Other Certificated Other Certificated
TCG TCG TCG TCG
Subsidianes Subsidiarnies Subsidianes Subsidiaries
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EXHIBIT A






