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(1)

ENSURING PROGRAM GOALS ARE MET: A RE-
VIEW OF THE METROPOLITAN AREA ACQUI-
SITION PROGRAM

WEDNESDAY, JUNE 13, 2001

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON TECHNOLOGY AND PROCUREMENT

POLICY,
COMMITTEE ON GOVERNMENT REFORM,

Washington, DC.
The subcommittee met, pursuant to notice, at 2 p.m., in room

2154, Rayburn House Office Building, Hon. Tom Davis (chairman
of the subcommittee) presiding.

Present: Representatives Tom Davis of Virginia, Turner, Mink,
Jo Ann Davis of Virginia, and Horn.

Staff present: Melissa Wojciak, staff director; Amy Hearink, chief
counsel; Victoria Proctor, professional staff member; David Marin,
communications director; James DeChene, clerk; Mark Stephenson,
minority professional staff member; and Jean Gosa, minority as-
sistant clerk.

Mr. TOM DAVIS OF VIRGINIA. Good afternoon.
I would like to welcome everyone to today’s oversight hearing on

the Metropolitan Area Acquisition Program. As many of you know,
this program is the local telecommunications component of the
FTS2001 Program.

As a result of the delays and cost overruns discovered at the
committee’s April 26 hearing on the FTS2001 Long Distance Pro-
gram, we decided to undertake a review of the MAA Program and
the progress of the transition in local user cities.

Unfortunately, preliminary results indicate many of the same
contract management administration issues that plagued the 2001
Program exist in the MAA Program. Today’s hearing is going to ex-
amine the problems in user cities and explore potential solutions
to bring this ambitious program back on track.

To date, the GSA has awarded 37 MAA contracts in 20 user cit-
ies. The total value of these contracts is estimated to be $4 billion.
The program is being implemented in three phases. Phase 1 and
2 contract awards are now complete and GSA is preparing to begin
phase 3 awards.

We are concerned that GSA is moving into phase 3 without eval-
uating the progress of the program, the delivery of services to the
Federal agencies and the overall cost savings to the Government.
The MAA Program was designed to capitalize on the goals of the
1996 Telecommunications Program. That act was intended to foster
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greater competition in the telecommunications marketplace and to
accelerate the deployment of new telecommunications technologies.

The MAA Program grew out of several meetings between indus-
try, GSA and Congress. It was intended to bring competition to the
local telecommunications marketplace by providing Federal agen-
cies in high density population cities a choice of contractors using
multiple award contract vehicles.

If this program is successful, the Federal Government will be at
the cutting edge of procurement for these types of services. Early
evidence suggests this will not be the case. Instead of reviewing
program problems and working to update strategies, it appears
that GSA has not tried to understand the rapidly changing market-
place, nor to realize the competitive landscape envisioned for the
MAA cities.

GSA states that the MAA Program is estimated to save the Gov-
ernment $1.1 billion over 8 years. This figure does not account for
transition delays or for additional charges agencies may face and
the new equipment costs for upfront cutover fees. Transition num-
bers seem to indicate that actual cost savings are likely to be mark-
edly lower as GSA has missed its transition deadline in all but two
cities.

The MAA Program set a 9-month transition phase for each city
once notice to proceed was issued to a vendor. Nearly 2 years after
phase 1 contract awards in New York, Chicago and San Francisco,
transition is only at 11 percent, 42 percent and 65 percent respec-
tively.

While I think it is important that we don’t judge the success or
failure of the MAA Program by these cities alone, we have to as-
sess what is occurring in each city to generate these delays and im-
mediately utilize this knowledge to update the MAA Program to
bring about real cost savings for taxpayers.

Moreover, phase 2 transition numbers indicate similar problems
exist. For instance, significant regulatory delays in New York have
hindered transition progress and service cutover fees have slowed
progress in Dallas. I could offer anecdotal evidence for delays in
each of the awarded cities but clearly each city has its own soap
opera but no attempt at redrafting has been made.

Similar to the FTS2000 Program, I have no doubt that a healthy
blend of issues has contributed to ongoing programmatic problems
but I am concerned with the lack of solutions. Once again, it is as
if performance goals have no place within a large Government pro-
gram.

As we discuss next step in acquisition reform, we often talk
about moving toward horizontal acquisition to achieve greater
economies of scale and government efficiencies. GSA is uniquely po-
sitioned to move government in that direction but the continued
failures in the FTS2001 Program suggests that contract manage-
ment administration presents serious challenges for the Govern-
ment’s procurement agencies.

In particular, agency communications appears to be an obstacle
for GSA between regions, the headquarters and the services. GSA’s
Office of Inspector General cited communication difficulties as hav-
ing a significant impact on the MAA Program in its April 2001
Consulting Services Report.
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I also looked at the contract management fees and the full serv-
ice fees that GSA charges user agencies in MAA cities. It is too
early to judge whether Federal agencies are being charged too
much for services but I strongly disagree with keeping the amount
of these fees hidden from user agencies.

GSA has made it clear that it is not a mandatory provider of
local or long distance telecommunications services. Agencies are
consumers in this program and they should be able to make in-
formed decisions with their limited budgets. Moreover, agencies
seem to have been denied important information about upfront
transition and equipment costs that further impact its severely con-
strained budgets and diverted valuable resources away from mis-
sion goals.

I am told the U.S. Coast Guard had to grapple with disconnected
search and rescue telephone lines on Staten Island. I can only spec-
ulate but I imagine they would have profited from a better under-
standing of the services that the contract fees provided at the time.

Once again, I am concerned that taxpayers continue to pay for
failures in the program. Impediments to acquiring end to end tele-
communications services means the Government continues to lag
behind the private sector in service delivery to citizens.

Today, the subcommittee is going to hear testimony from the
GAO, from the GSA, U.S. Coast Guard and the U.S. Department
of Justice. On our second panel, we will be hearing from John
Doherty of AT&T; James Payne of Qwest; Randall Lucas of
Verizon; Jerry Hogge of Winstar; and David Page of BellSouth.

I will now yield to Congressman Turner.
[The prepared statement of Hon. Thomas M. Davis follows:]
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Mr. TURNER. Thank you, Mr. Chairman.
I appreciate the fact that you have chosen to have a hearing on

this subject. As you stated, it has been estimated that we can save
upwards of $1 billion if we fully implement the Metropolitan Area
Acquisition Program, so we are talking about real money.

It does seem to me that a hearing on the subject is critical be-
cause with the changing technology, clearly government, not only
within the GSA but the agencies themselves, need to be much more
aggressive in taking advantage of the lower prices now being of-
fered in this industry, the ultimate beneficiary being the taxpayer.

I understand that GSA has awarded 37 contracts for services in
20 cities with a potential value of more than $4 billion. However,
in many of these instances, the implementation time has been
much longer and slower than was provided for in the agreement
between the agency and the GSA.

Unfortunately, the promised savings cannot be realized if the
contracts are not fully implemented and the purpose of this hearing
today is to get to the bottom of the reasons for the delays that have
occurred.

I am also going to join the chairman in expressing an interest
in the issue of the disclosure of fees by the GSA. It seems to me,
as it did to the chairman, that the agency should have the right
to know what the contract management fee and full service fee
charge by GSA is so they can make an evaluation as to whether
or not they want to participate in the GSA-sponsored contract pro-
gram.

I look forward to hearing from our witnesses today and hopefully
this will be another step forward in what I think has overall been
a very positive move on the part of the Government to try to save
in the cost of local services to our Federal agencies.

Thank you.
Mr. TOM DAVIS OF VIRGINIA. Thank you.
Does anyone else wish to make an opening statement? Hearing

none, I would like to call our first panel of witnesses: Linda Koontz
of the GAO; Sandra Bates of the General Services Administration;
Commander Robert Day of the U.S. Coast Guard; and Louis
DeFalaise of the Department of Justice. We appreciate your being
here.

I would like to have everyone rise because it is the policy of this
committee that all witnesses be sworn before they testify.

[Witnesses sworn.]
Mr. TOM DAVIS OF VIRGINIA. To afford sufficient time for ques-

tions, we would like you to limit your statements to not more than
5 minutes. We have the total statements here and will be asking
questions based on the total statement which will be entered into
the record.

We also may undergo a vote before everyone has testified. What
I will try to do is maybe if one of my colleagues can go vote as soon
as the bell sounds and get back here, we can have a brief recess
and then they will reconvene the meeting but we will keep going
for about 10 minutes into it and as soon as they get back, we will
reconvene it so we can get all the testimony and then get to ques-
tions as quickly as possible.

Linda, why don’t we start with you? Thanks for being with us.
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STATEMENTS OF LINDA KOONTZ, ASSOCIATE DIRECTOR, GOV-
ERNMENT-WIDE AND DEFENSE SYSTEM INFORMATION SYS-
TEMS, GAO; SANDRA BATES, COMMISSIONER, FEDERAL
TECHNOLOGY SERVICE, GENERAL ACCOUNTING OFFICE;
LOUIS DE FALAISE, ACTING DIRECTOR, EXECUTIVE OFFICE,
U.S. ATTORNEY’S OFFICE; AND COMMANDER ROBERT DAY,
COMMANDING OFFICER, COAST GUARD ELECTRONIC SUP-
PORT
Ms. KOONTZ. Mr. Chairman and members of the subcommittee,

thank you for inviting us to participate in today’s hearing on the
implementation of GSA’s Metropolitan Area Acquisition Program.

As you know, GSA initiated the MAA Program to achieve imme-
diate and substantial price reductions for telecommunications in se-
lected metropolitan areas. It further envisioned that as part of its
overall FTS strategy, contractors under the MAA Program would
eventually be allowed to compete for FTS2001 long distance service
so that agencies could procure telecommunications end-to-end from
one source.

At this subcommittee’s request, we have been reviewing the MAA
Program and specifically we have focused on three issues: the sta-
tus of the MAA implementation; the fees GSA charges to customer
agencies for managing and administering these contracts; and the
steps taken by GSA to enable the MAA and the FTS2001 contrac-
tors to crossover between these programs and offer both long dis-
tance and local service.

My testimony this afternoon provides the interim results of our
review which is largely focused on the New York City MAA. This
work is continuing and should be completed sometime later this
year.

In brief, GSA has awarded 37 MAA contracts for 20 metropolitan
areas. Although the contracts require transition to the MAA con-
tracts within 9 months after the contractors have been given au-
thorization to begin implementation, this transition has not oc-
curred as quickly as anticipated. For example, MAA transitions in
New York, Chicago and San Francisco are not yet complete almost
2 years after contractors were given notice to proceed.

GSA and the MAA contractors have faced significant challenges
in implementing this program. First, in New York the newly de-
regulated telecommunications environment has produced unex-
pected barriers to implementation that are taking time to resolve.
In addition, both GSA and the contractors have raised numerous
issues they believe contributed to implementation delays. These in-
clude contractor performance issues, inadequate customer budgets
and the length of the process used by GSA to allocate business
among contractors in multiple award cities.

We have not yet begun to completely unravel these issues but we
will continue our work both on implementation barriers and on
GSA’s efforts to address them.

With regard to fees, GSA charges customer agencies two types of
fees to recover the cost of contract administration and manage-
ment. These fees, in total, range from about 28 to 84 percent. Ac-
cording to GSA, while these percentages appear substantial, the
total cost of services including these fees is substantially lower
than the prices under other GSA local service contracts. GSA, how-
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ever, does not separately disclose these fees but requires contrac-
tors to embed them in the prices.

We believe agencies would benefit from having specific informa-
tion on fee amounts. It is a key input to agency decisionmaking on
whether to use MAA contracts which are not mandatory and it
makes GSA accountable to the agencies for the amounts of fees
they charge. In the coming months we will be performing a more
complete assessment of the fees to determine what costs are in-
cluded in the fees as well as the support GSA provides to agencies.

Last, in regard to crossover, GSA has not yet allowed MAA con-
tractors to offer FTS2001 services. However, in December 2000,
GSA permitted FTS2001 and MAA contractors to offer local serv-
ices in three of the MAA markets. In addition, GSA has drafted a
paper stating it now believes it is appropriate to proceed with de-
termining when to allow additional competition for FTS2001. One
of the first steps will be to share this draft with industry represent-
atives at the end of this month.

Mr. Chairman, that concludes my statement. Kevin Conway, the
Assistant Director responsible for our MAA study, will be assisting
me in answering any questions you might have.

[The prepared statement of Ms. Koontz follows:]
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Mr. TOM DAVIS OF VIRGINIA. Thank you very much.
Ms. Bates.
Ms. BATES. Mr. Chairman, thank you again for this opportunity

to appear before you today to discuss the Metropolitan Acquisitions
Program. In my remarks this afternoon, I will briefly address the
strategy, the results of the competitions, the implementation status
and our fees.

The collaborative effort that led to the development of the FTS
program strategy in the spring of 1997 occurred in the context of
the newly enacted Telecommunications Act of 1996. That strategy
gave us the framework for bringing the Government’s use of tele-
communications technology forward into this new century. The
MAAs were conceived for three purposes. First, they fulfilled the
MAA program goals of maximizing competition to provide the best
services and prices to Government users. Second, the MAAs were
the first ever competitions designed specifically for the deregulated
local markets. They provided an opportunity for public policy lead-
ership by FTS. We stimulated the development of competition by
offering government requirements to emerging metropolitan mar-
kets. Third, the program crossover provisions anticipated the intro-
duction of additional future competition to incumbent MAA provid-
ers.

Since 1999, we have awarded 38 contracts in 21 metropolitan
areas across the Nation with price reductions ranging from 30 to
70 percent. By the end of this year, we will have completed 28 cit-
ies. At that time, two-thirds of the Federal work force will be with-
in reach of an MAA with attractive prices and state-of-the-art serv-
ice offerings. Following on the heels of the acquisitions have come
the many significant challenges associated with implementation.
MAA implementation progress to date reflects the regulatory envi-
ronment under which the local services industry operates. This en-
vironment has been characterized by the need for labor intensive,
time consuming, site by site negotiations and problem-solving caus-
ing implementation delays.

The local competitive environment today has developed more
slowly than expected and is far from mature. The aspects of de-
regulation that have proved especially challenging for the MAA
Program include building access rights, resale of facilities, local
number portability and customer issues. Challenges associated
with contract initiation, contractor planning and customer-related
activities have required more time than we anticipated. In August
2000, we asked the GSA Inspector General to review the program
implementation. The IG recently issued their findings and sugges-
tions. We agree with their overall findings and will incorporate
their suggestions to improve our program.

Finally, let me comment on our fee structure. Local service is a
labor intensive operation, whether managed by FTS or a large pri-
vate business. Over the past 5 years, we have reduced our fees by
about 30 percent. In fact, MAA fees are lower than pre-MAA fees
in every city but one. Mr. Chairman, I believe the strategy that we
jointly crafted is as sound today as it was when we developed it
4 years ago. The MAA acquisitions continue to be successful in
terms of new providers, services and prices. We have brought ex-
plicit competition to the local market through multiple award con-
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tract vehicles. We have brought agencies real choice of providers
and we have state-of-the-art service offerings. We have taken the
lead in stimulating competition in the local arena and have gained
unparalleled and unique expertise as a result.

It is taking longer than we expected to achieve the benefits of
local services competition. We have more work to do. We are com-
mitted to staying the course with the MAA Program and to realiz-
ing the benefits the program has to offer.

Mr. Chairman, I look forward to your continued leadership and
support and I am happy to address any questions you have at this
time. With me today is Ms. Margaret Binns, Assistant Commis-
sioner for Regional Services. In that capacity, Margaret is the GSA
executive responsible for the MAA Program. She will assist me in
addressing questions you and the other Members may have.

[The prepared statement of Ms. Bates follows:]
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Mr. TOM DAVIS OF VIRGINIA. Thank you. Ms. Bates is welcome.
I also want to recognize Steve Perry, the new head of the General
Services Administration who is in the audience. Congratulations on
your appointment and your confirmation. We look forward to work-
ing with you. Your staff is doing a good job.

Louis, you are on.
Mr. DEFALAISE. Thank you.
Members of the subcommittee, I appreciate the opportunity to be

here on behalf of the Executive Office of the U.S. Attorney’s Office
and for the 93 U.S. attorneys.

We are very concerned as a consumer with telephone operations
for our several hundred locations, our offices and connected loca-
tions throughout the country, all the way to Guam where we have
to usually call at 6 p.m. because it is 8 a.m. there.

Our concern to our personnel, the approximately 5,000 Federal
prosecutors and litigators, is that they primarily be free to do what
they are being paid to do and that is prosecuting cases and litigat-
ing on behalf of the Government. Their only concern when they
pick up the phone is that there be a dial tone and reliable service.

From the central operation point, since we have a very deliberate
policy of keeping our headquarters personnel very low so that we
can put more people into the field, we are concerned about being
able to get a turn key operation where we can buy the service and
expertise so that our staff doesn’t have to deal with it and the
price. Obviously the more resources we can save from an oper-
ational side is more money we can spend doing what we are intend-
ing to do, protect the public weal.

We have had a number of offices that have completed the transi-
tion to the MAA carriers. In our experience, we have had a few
technical difficulties in a couple of instances where there have been
delays and my staff advises me in terms of the types of infrastruc-
ture and regulatory questions that existed, that this is not unusual
in terms of what we experienced in the past. We are constantly up-
dating our systems, doing it all over the country so we seem to be
in a constant process of change and we encounter these things
quite often.

The one good thing we can say about this program in the one lo-
cation where we now have sufficient data to analyze the cost im-
pact is that it has been highly successful. That is in the Islip loca-
tion in New York where I am informed we had been paying $35
a month a line and now we are down to about $10 to $12 a line.
So while we are interested in the issue of what GSA is charging
us, the savings has been so great in that location that we are very
pleased by the results and the outcome. By the fact we can take
it as a turn key operation, we don’t have to have additional num-
bers of staff to deal with these issues directly but all of these serv-
ices are provided to us by the GSA.

We have had some difficulties in a couple of locations, but I have
been informed by our staff we think those are manageable ones.
With the request that the longer statement be included in the
record, I would be happy to answer any questions.

[The prepared statement of Mr. DeFalaise follows:]
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Mr. TOM DAVIS OF VIRGINIA. Thank you.
Commander Day, thank you for being with us.
Commander DAY. Mr. Chairman, distinguished members of the

subcommittee, the Coast Guard took advantage of the GSA MAA
Program when we learned of its existence through GSA, region II
in New York in July 1999. A thorough review by my staff, which
is responsible for the telecommunications services in the New Eng-
land Region, basically found the pricing was extremely attractive
compared to the services we had before. On average we acheived
a 76.5 percent savings on our analog telephone lines.

Based on those indicated recurring savings, I initiated action to
move with our MAA Program with region II. We started in the Oc-
tober 1999 timeframe and started moving forward with the contrac-
tors in cutting over Coast Guard lines. Our extensive command
post in Staten Island, NY, has roughly 751 lines servicing that
area.

We did have some problems. There were problems during the ini-
tial transition and recurring problems over a period of 4 or 5
months we had minor outages here and there but then we did have
one major outage in April 2000 which required some attention by
both GSA personnel as well as the contractor at the time. I had a
joint meeting with these personnel, and requested understanding of
the severity of the potential impact on Coast Guard operations. We
requested rapid resolution. We had very good communication be-
tween all three parties. I was able to get things cleared up in terms
of a pathway to make sure we no longer had these types of issues.
Within a 2-day period, all the problems had been resolved. Since
that time period, we have experienced essentially 18 months of
very good service under the MAA Program and are experiencing
savings of $150,000 per year recurring, which is why I started this
initiative.

That is all I have. I appreciate the opportunity to speak before
the subcommittee and I would be happy to answer any questions.

[The prepared statement of Commander Day follows:]
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Mr. TOM DAVIS OF VIRGINIA. Mr. DeFalaise, I understand you
have a time issue, so let me ask you a few questions.

Can you comment further on the situation in which you have
asked transition to be reversed and what are the service problems
you have had in that instance?

Mr. DEFALAISE. I understand those included such issues as
dropped lines where we didn’t get a dial tone or the connections
failed; there was some crossing of lines and a number of other tech-
nical difficulties. This was in one section of an office. This was a
particular location so we stopped the conversion for the larger part
of the office and asked for a reversal on that particular setup until
the problems were solved. It seems it is more a matter of technical
difficulties that need to be resolved.

Mr. TOM DAVIS OF VIRGINIA. Do you think it would be helpful if
we allowed vendors to market directly to your regional facilities?

Mr. DEFALAISE. The way the U.S. attorneys offices are set up,
because the telecommunications expertise is mostly in our Wash-
ington office, I think the results would be pretty much as they are
today. Either we find there is something new to be done or some
cost savings at the Washington end and go out to our offices or
they get offers and come to us asking us to evaluate them so I don’t
know that procedure would change that much. It is pretty much a
cooperative effort between our technical people in our Washington
office and our field offices. For presentations, I suspect at some
point the field offices would call in and ask our Washington people
to come and help evaluate them anyway.

Mr. TOM DAVIS OF VIRGINIA. Do you think the lack of cost com-
parison data made it difficult for you to encourage regional offices
to transition?

Mr. DEFALAISE. It certainly would be much easier to encourage
the regional offices if we could tell them up front what the cost
comparisons were and what they might save in overall operations,
so yes, that would be a very attractive feature if it could be done.

Mr. TOM DAVIS OF VIRGINIA. It is a new program and obviously
it is going to have its problems getting started and getting the bugs
out but I think that sheds some light.

Let me turn to GAO for a minute. Estimated cost savings in the
MAA cities is actually quite high. They set a pretty high goal for
themselves, do you agree with that?

Ms. KOONTZ. Yes.
Mr. TOM DAVIS OF VIRGINIA. You note in your testimony total

cost savings is an estimated $1.1 billion over 8 years. What impact
have significant transition delays had on the actual cost savings to
agencies or do you think they are just delayed?

Ms. KOONTZ. It is difficult, at this time, to project what the im-
pact is going to be on total MAA savings. The GSA originally pro-
jected $1.1 billion. To the extent you have delays it limits the
amount of savings you can realize within an 8-year period. How-
ever, the estimate GSA put together was based on existing busi-
ness they have under contract. The potential for business may ac-
tually be much greater than that and if the program is able to ex-
ploit this larger amount of business, it could be that savings would
be greater over the 8 year period. We haven’t yet been able to
quantify what the impact has been thus far.
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Mr. TOM DAVIS OF VIRGINIA. Clearly if it started faster, you
would get more savings?

Ms. KOONTZ. Yes, you can only get savings after people are on
the program.

Mr. TOM DAVIS OF VIRGINIA. Given some of the difficulties that
have been encountered, if you would move ahead and not be ready
for it, then you are better off waiting, so I guess the chapter is un-
written.

The up-front cost of transitioning along with the often unantici-
pated cost of provisioning of new telecommunications equipment is
cited as a barrier to transition. Do you follow me? In your view,
should GSA have better prepared agencies for these costs? Aren’t
these additional costs likely to lower overall cost savings?

Ms. KOONTZ. It is true that the savings estimate does not include
one-time transition related costs like service initiation charges, any
termination fees you have on other contracts, and equipment modi-
fications that need to be done. For that reason, that will reduce the
amount of potential savings available over the 8 years.

Under the FTS2001 contracts, GSA was able to plan in advance
and collect money from the agencies in order to cover these kinds
of transition fees. This did not happen this time and as we under-
stand it, some of the agencies have cited this as a barrier to
quicker implementation because they do not have the money budg-
eted to take care of these one-time transition fees.

Mr. TOM DAVIS OF VIRGINIA. GSA has stated it is moving forward
to phase 3 contract awards this year. In your view, are there steps
GSA ought to be doing to improve the MAA Program before it
moves to phase 3 and what would those be?

Ms. KOONTZ. As you know, our work is continuing, we are not
done yet but I think we do have one observation that is based
largely on what we did in New York. This is not rocket science by
any stretch of the imagination but what we saw there was a real
need for improved communications particularly between the MAA
contractors and GSA. When you talk to each of the parties, you get
quite a different impression of what is going on and I think that
indicates there is a need for increased quantity and quality of com-
munications.

One thing we noted in New York was that the GSA region there
does not conduct routine scheduled meetings with the contractors
to identify, discuss, and track problems that come up, although this
is done in other regions. That might be one thing the GSA region
could do.

Mr. TOM DAVIS OF VIRGINIA. Thank you.
Mr. Turner.
Mr. TURNER. Ms. Koontz, the GSA is providing basically manage-

ment consulting services. Would an agency have an option to se-
cure that kind of assistance from some other source and perhaps
be able to have another option in terms of their local service?

Ms. KOONTZ. Built into the MAA Program are two types of serv-
ices that you can get from GSA, that is why there are two different
fees. One of these fees, the full service fee, is for GSA assistance
in ordering and billing. Agencies can decide if they prefer to deal
more directly with the contractor on those issues, and they can do
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so more economically, they can do that and avoid the fee. That is
one possible option they can pursue.

The other option may be that because MAA is not mandatory,
agencies can use any other contract vehicle if any are available but
also they can choose to procure their own services, buy tariff serv-
ices, or to run their own procurement if they believe the services
provided under the MAA contracts are not as economical as if they
did it on their own.

Mr. TURNER. I noticed today we have raised a lot of issues re-
garding the GSA’s implementation of this program but has your in-
vestigation in this area allowed you to take a look at how aggres-
sive individual Federal agencies have been with regard to pursuing
options or dealing with the GSA? It seems to me it could be that
part of the problem we are seeing here is not solely on the GSA
shoulders but perhaps on the shoulders of agency personnel who
don’t put this as a great priority in terms of what they are doing
at their particular agency.

Ms. KOONTZ. Because we have only focused on the New York
MAA at this point, I don’t think I could generalize on that point
at this juncture.

Mr. TURNER. What kind of activities do we have to really encour-
age the agencies to move aggressively with regard to taking advan-
tage of the services provided by GSA or, in the alternative, to pur-
sue other alternatives on their own? What is it that builds a fire
under them to say this is something that is going to save some
money, you need to move on it, get with it and spend some time
on it, that this needs to be a priority in your agency?

Ms. KOONTZ. One of the things is already present in the MAA
contracts. I think you heard the agency people testify to the fact
that the prices are quite good under those contracts. The data we
have seen, even inclusive of the fees, it is much more favorable in
many cases than any other existing vehicle.

It seems to me if that isn’t sufficient to entice Federal agencies
into the MAA Program, I don’t know what would be.

Mr. TURNER. As a percentage, what percentage of the Federal
agencies do we know have pursued participation in the MAA Pro-
gram?

Ms. KOONTZ. I don’t know.
Mr. TURNER. Ms. Bates, do you know?
Ms. BATES. I don’t know the specific percentage.
Mr. TURNER. Can you give me some indication? Do we have the

vast majority of our agencies trying to participate or working with
you or do we have the vast majority of them still out there not wor-
ried too much about utilizing the services you are providing?

Ms. BATES. I will try and set the stage for you, sir, by example.
Within the Washington metropolitan area our WITS Program,
which is the MAA in Washington, we have significant participation
by the Federal agencies, including the Department of Defense. I
would say within Washington, which I might mention the WITS
Program, the transition is complete, we have significant participa-
tion.

In the other areas, because of the nature of this program, it is
local service and it is managed locally in many cases much as my
colleagues here at the table have stated, so the decisions are made
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locally and in small unit levels. To date, as a rough order including
the Washington area, we have 215,000 lines converted to MAA and
most of that is in Washington.

I think our challenge in the future is getting out the word by
talking to the Interagency Management Council, the local Federal
executive boards, really spreading the word on this program be-
cause as I stated in my oral testimony, by the end of phase 3, we
will have an MAA program within the grasp of the majority of the
Federal agencies and it is the responsibility of FTS/GSA to make
sure that awareness is out there so people can take advantage of
that opportunity.

Mr. TURNER. Thank you.
Mrs. JO ANN DAVIS OF VIRGINIA [assuming Chair]. Ms. Bates, I

have a question for you. Can you tell us about the fair consider-
ation process, what qualifications does GSA consider during the
process, and is this process clearly defined to the vendors?

Ms. BATES. Fair consideration is a process used to determine in
a multiple award contract, which we have several within the Met-
ropolitan Area Acquisition Program to determine which of the
awardees would receive a specific set of business. The criteria is
contained in the request for proposals and in the contract which
says that fair consideration can be conducted one of three ways.
The first way is to assess, after the requirement has been defined,
take that requirement and match it against the price tables assum-
ing the technical qualifications are met, and that is the case most
of the time, and look at the price tables in the MAA. I need to re-
mind you that we do have out year pricing so that we do have price
tables, so one can easily assess the total price of that specific re-
quirement. That is one way.

A second way is to take the requirement and form it into a task
order and ask each of the multiple awardees to respond with a
technical and cost proposal. The third is for any of the companies
at any time to come in and lower their prices and enter. No. 1 and
No. 2 are the methods we are using. I believe the process is very
well defined to the industry.

With regard to our customer agencies, I think this is a new proc-
ess to the telecommunications environment coming off a monopoly
environment into a deregulated environment and multiple award
contracts. This is a new process for our customers and we have had
to spend time working with them to ensure them that we go
through this process and that it is completed.

Mrs. JO ANN DAVIS OF VIRGINIA. I think I have time to ask you
one other question.

Back to the fees. I believe Ms. Koontz said the fees are on several
levels, so the agency could determine if they could save more
money and wanted to do the work themselves. I think I understood
in the testimony that you don’t disclose your fees? How would the
agency know if they could afford to do it better themselves or how
much money they would save? How can they know how to make
an informed decision if you don’t disclose your fees to them?

Ms. BATES. Let me state that our fees are embedded in the bills
the customers receive. We have never made an attempt to my
knowledge to in any way not disclose those fees to customers as we
sit down and talk with them in terms of evaluating alternatives.
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Mrs. JO ANN DAVIS OF VIRGINIA. Let me butt in there just a sec-
ond. If your fees are embedded in the bills, that is after the fact,
they have already made the decisions?

Ms. BATES. Right.
Mrs. JO ANN DAVIS OF VIRGINIA. So are they told what the fees

are up front before they make their decision?
Ms. BATES. Yes.
Mrs. JO ANN DAVIS OF VIRGINIA. I guess that is not what I was

hearing in the testimony. Maybe I should go to Commander Day.
Were the fees disclosed to you by GSA when you made your deci-
sions?

Commander DAY. They were embedded in the bill.
Mrs. JO ANN DAVIS OF VIRGINIA. By embedded in the bill, are

they spelled out.
Commander DAY. This is before and we know they are there be-

fore we enter the agreement.
Mrs. JO ANN DAVIS OF VIRGINIA. Are they spelled out dollarwise

or percentagewise so you do know exactly before you make your de-
cisions what you are going to be paying?

Commander DAY. The exact dollar amount, I have not been
shown. I do know a percentage of the recurring fee for phone serv-
ice is related to GSA overhead which we consider as the manage-
ment portion of our fee, so I don’t have to manage the billing, I
don’t have to manage the vendor. It is sort of expected that is the
amount they utilize for the personnel necessary to oversee these
contracts. We know they are in there. The exact amount, I have not
been shown.

Mrs. JO ANN DAVIS OF VIRGINIA. Not the exact dollar amount,
but do you know the percentage?

Commander DAY. Yes, ma’am.
Mrs. JO ANN DAVIS OF VIRGINIA. You do know the percentage in

advance?
Commander DAY. The exact percentage, I have not been privy to

either.
Mrs. JO ANN DAVIS OF VIRGINIA. Mr. DeFalaise.
Mr. DEFALAISE. I will double check and get back to you on this

but my general understanding is we are aware there is an embed-
ded fee, we do not know in advance and it would be nice to know
in advance the specific overall cost of GSA fees, but we will nearly
always eventually learn what the actual costs of these fees are is
after the fact. I will double check and if I am wrong, I will get back
to you but that is my understanding at this time.

Mrs. JO ANN DAVIS OF VIRGINIA. Ms. Bates, if they choose to let
you do the managing and go with your fee and after the fact get
the bill and find out what your fee is and decide they can do it
cheaper themselves, can they drop you and do theirs at that point?

Ms. BATES. Yes. I would like to add that in my previous answer
to your question, while I stated yes, the fees are known, it is not
our intent to hide the fees and if we are not being as forthright in
every case with our customers as we should, we will definitely take
that as a corrective measure.

Mr. TOM DAVIS OF VIRGINIA [resuming Chair]. One of the cited
factors that seems to be impairing MAA implementation progress
has been contractor performance which has resulted in untimely
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service delivery and service outages in some cases. In some cases
it is not even the contractor’s fault, it is just transition through
other things they have to do.

What steps have we taken to try to hold the contractors account-
able for their performance and prevent the recurrence of these
problems and are there other context issues where you have to
hook up with other lines and so on, building access as you men-
tioned? What role is that playing?

Ms. BATES. You are right when you state that each issue is dif-
ficult. I think we have to keep in mind here that we really are
plowing new ground. The competition in the local market is new,
it is new to everyone. We have broken the price barriers in the
market and we are plowing new ground. It is local. Each situation
stands on its own and can be quite lengthy. I won’t attempt to go
into any of that.

Our first goal has been to really get the barriers, the problems,
whatever it is cleared up so we can all get on with the implementa-
tion. As we get into these situations, there are very few, if any,
that we can ever say this is a problem with you that you are totally
accountable for, there is no one else involved in that. Many times,
it is very entwined in a lot of issues as you have acknowledged.

I believe our contractors are doing their best. They are a good set
of contractors and they too are plowing ground. We are making it.
As far as contractor performance issues in the true legal and con-
tractual area, at this time, we have not chosen to pursue them.
However, the door is always open for that.

Mr. TOM DAVIS OF VIRGINIA. What is the relationship between
GSA’s current local service contracts and the rate stabilization
agreements and the MAA contracts for local services? Are these
being allowed to expire and those requirements moved to your
MAA contracts or are you exercising contract options or otherwise
extending those agreements?

Ms. BATES. The Rate Stabilization Program was put into place
several years ago prior to deregulation when in our attempt to
manage the program and bring lowest prices to the government, we
negotiated with the local services provider at that time to stabilize
the rates over a given period. Those are with the traditional pro-
vider and are single award by definition.

It was our program intent to have the MAAs in place to let the
rate stabilization programs expire and move over. We have had to
extend some of those because of the delays in the MAA implemen-
tation. That is the program goal.

Mr. TOM DAVIS OF VIRGINIA. The MAA contracts are awarded out
of GSA’s national headquarters office but they are administered
and implemented regionally?

Ms. BATES. Correct.
Mr. TOM DAVIS OF VIRGINIA. What guidelines have you estab-

lished for the regional contract administrators to ensure some uni-
formity in the process or are they given great flexibility and are
their particular management or administrative practices used by
one region with greater success that you have promoted for use
elsewhere?

Ms. BATES. This is one of the areas of centralized management
with decentralized operation, a lesson we have learned since the
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beginning of the MAA Program where we have made significant
changes since the beginning to where we are now. While the serv-
ice is delivered locally, we have learned it is very critical to the pro-
gram to have centralized program and project management. We
have instituted that and Ms. Binns here is responsible for the pro-
gram nationwide. She has people on her staff dedicated to manag-
ing and operating this program. Within our regions, we also have
people identified for the implementation, the specifics, the day to
day implementation of that program.

Our contracting people have a similar structure in place where
we have centralized contract oversight and administration at our
headquarters level led by Mr. Al Olson, our Assistant Commis-
sioner for Acquisition; we have contracting officers in the regions
to carry out the necessary day to day contracting activities. This
has evolved over the last 2 years. I think we are well positioned
at this time to do that.

Communications as alluded to earlier is always a challenge even
though we are in the communications business, telecommuni-
cations or communicating with one another. We have taken steps
to improve that communications so that we can freely identify
problems, make sure they are known to everyone in a timely man-
ner, have far more communications with our industry partners and
our customers in terms of the day to day implementation as well
as making the decisions in order to proceed with the program.

In this particular area, I think we have implemented significant
change since the beginning for a very positive effect on the pro-
gram.

Mr. TOM DAVIS OF VIRGINIA. In your view, how is the marketing
of the MAA contract supposed to work? What are GSA’s respon-
sibilities and what do you view as the responsibility of the MAA
contractor? How does the fair consideration process factor into mar-
keting to customers and the processing of customer service orders
and if an MAA contractor were to commit the time and resources
to develop a customer and were that customer to place orders with
GSA for services from that customer, could the GSA fair consider-
ation process then preempt that customer decision?

Ms. BATES. That is a lot of questions rolled into one. Let me take
them one by one.

The marketing concept, I view marketing as customer awareness
and getting the information out about the program to make sure
the agencies can make that choice. I think that is the responsibility
of the GSA, FTS, as well as our industry partners. We need to get
out the word about this program, particularly because it is local
and decisions are made locally.

It is not just good enough to talk to the department level of an
agency. We have to get and reach the entire customer base, very
localized in nature and I think this is critical that both the indus-
try as well as FTS does that.

We have to be mindful though of our customer wishes. Some cus-
tomers do not prefer to be contacted locally, some prefer the na-
tional level, some may be at a mid level, so there is no formula.
Clearly I think it is all our responsibility to get out the word about
the program and program awareness.
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Regarding fair consideration, this doesn’t extend just to the MAA
Program. Fair consideration is a very important and integral part
of a multiple award contract environment. It is so integral, it is the
law as Linda would remind me. It is our responsibility to conduct
fair consideration regardless of which industry partner will identify
the requirement and the agency then chooses to bring it to the con-
tract. We conduct fair consideration and there is no guarantee or
predetermination as to which industry partner would get that busi-
ness.

That is a problem that extends far beyond MAA but really goes
to the heart of multiple award programs. I think the integrity of
that process is key to the entire government acquisition process.

Mr. TOM DAVIS OF VIRGINIA. We have had delays in implementa-
tion and you are a lot smarter now than when you started this. We
all are. Given all that, do you still think you can achieve the $1.1
billion savings originally contemplated? If you are not sure, you can
get back to us.

Ms. BATES. I will get back to you.
Mr. TOM DAVIS OF VIRGINIA. I would like you to go back and take

a look. I think one of the problems we have had is we have set un-
realistically high expectations and time periods at the very begin-
ning.

Ms. BATES. I agree.
Mr. TOM DAVIS OF VIRGINIA. And a lot of unintended con-

sequences result, particularly with telecom. We are seeing that not
only with you but you see this in the private sector. Any company
moving in has the same kind of thing. For that reason, we would
like to know where we are.

Ms. BATES. We will do that.
Mr. DEFALAISE. Mr. Chairman, if there are any other questions,

I would be happy to answer them but otherwise, could I be ex-
cused?

Mr. TOM DAVIS OF VIRGINIA. I am going to yield to Mr. Horn for
any questions. Otherwise, you can leave with our blessing and
thank you for being here.

Mr. HORN. This is a question to all of you. Looking back on GSA
over the current contract and were your needs met when new
equipment came on the line and what does that mean in terms of
the next few years? Would you get the kind of communications
equipment that you need to get? If you could give me a feeling for
did you have a problem when new equipment came on board?

Mr. DEFALAISE. In our situation, we are fortunate that our tele-
communications staff, although very small, is very aggressive in
looking for ways to improve the services and to cut costs. In addi-
tion to the roughly 65 percent or more savings that we have at
Islip in New York, we got a better product. We went from analog
to digital and we also got voice mail that we did not previously
have.

To this point, we have gone to GSA because the perception has
been that they were meeting our needs, giving us a significant sav-
ings in cost potentially. As I said, we have only been able to evalu-
ate it for one site because we don’t have the data from the others
and the quality and level of service we got as a turn key operation,
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we just went to them and said, we want to pay less, pick it up and
hear a dial tone and we have been favorably impressed so far.

There have been delays in several locations but they have been
within expected parameters of infrastructure and regulatory con-
cerns.

Mr. HORN. Thank you.
GAO is a customer of GSA, I take it, right, despite your fine,

across the board bluebooks, you are a patient of GSA, correct?
Ms. KOONTZ. I don’t know whether GAO is a customer of GSA

for the MAA contracts. I am sure Sandy knows but I don’t.
Ms. BATES. They are.
Mr. HORN. It is nice to know who is doing what but the issue

of new, innovative technology, does that come on board so you have
access to it or has that been a problem?

Ms. BATES. The program is structured and the resulting con-
tracts are structured very much to focus and include tech refresh.
That is what it is all about when we talk about long term contracts
and flexibility. Definitely the framework is there. We have seen it
come on, particularly in the case of WITS in the Washington met-
ropolitan area.

Many of the agencies as they transition not only in Washington
but in other locations have chosen to upgrade their service or re-
configure to provide greater technology. That is one of the program
benefits, to transition and also get something more and the low
prices we have been able to get through competition has allowed
that in many cases. Agencies have been able to do more with less.
I think that is very, very positive and often gets lost when we talk
about other issues.

Mr. HORN. Commander, I am curious when you are at sea and
when you are in port, does that take a different type of equipment
you need based on salt water or whatever?

Commander DAY. No, sir. This is primarily focused on our shore-
based facilities. Many of them are just as critical as our under way
vessels.

Mr. HORN. Does the Coast Guard have a satellite system so they
can communicate?

Commander DAY. We are using commercial satellites as well as
some military satellite but this is not part of the offerings coming
from this program. We have taken advantage of some of the new
technology coming available under MAA. It has increased service
capability, particularly with the digital telephone offerings. That is
part of the draw for us to go there because of not only the prices
but it is refreshing technology which I would not be able to refresh
with my own service funds at that time.

Mr. HORN. Are you responsible for computer security or is GSA
responsible for that?

Commander DAY. I am responsible for computer security and the
computer system operations within my region which is New Eng-
land.

Mr. HORN. Does GSA have a unit that can help you on the com-
puter security situation or do you have your own group?

Commander DAY. I have my own group and we have not inves-
tigated or seen services available from GSA regarding that. There
are other computer related services I am aware of but we are not
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taking advantage of those at this time, telecommunications pri-
marily.

Mr. HORN. How about GAO, do you have your own unit on com-
puter security or does GSA do it for you?

Ms. KOONTZ. I don’t know.
Mr. HORN. Let’s have a block in the hearing and get a letter from

GAO on that question.
Ms. KOONTZ. OK.
Mr. TOM DAVIS OF VIRGINIA. Mrs. Mink, any questions?
Mrs. MINK. The effort on the part of government to try to save

money and it appears from the testimony of a number of witnesses,
there is the potential of quite a bit of savings if we can get all the
Federal agencies into this combined cooperative telecommuni-
cations effort.

Up to date, you have been in this thing for 2 years, 1999, 2000
and this year. What would you estimate to be the total cost savings
thus far based upon the areas you have been successful in con-
gregating into this system?

Ms. BINNS. It is very difficult to quantify with a great deal of
precision.

Mrs. MINK. How about a ballpark?
Ms. BATES. I would say we are saving right now about $1 million

a month which includes the Washington area MAA. That consists
of about 215,000 lines.

Mrs. MINK. Aside from the cost factor which must be appealing
to the agencies, is there any other benefit they would derive by
participating in the MAA?

Ms. BATES. I believe there are several other benefits they would
get. First of all, they would get the benefit of competition and we
have brought competition in the local market for the first time.

Mrs. MINK. Would you explain how you brought competition into
the local market?

Ms. BATES. The MAA Program, one of the driving factors was
furthering public policy in the area of deregulation in the local
market. These are the first acquisitions that were designed to go
out and take advantage of that deregulation and see if there was
competition in the local market and perhaps to stimulate that.

We offered the government’s requirements and put them out
there. We indeed found that there is competition out there and it
is very real. So our customers have the benefit of the competition
and also of choice which they have never had before. We have been
in a monopoly, regulated environment and they have not had the
choice. That is very, very positive. I think it is a little more than
just cost reduction. It is breaking the barrier of the cost in the local
market that we have brought.

Also, the MAA Program, as GSA regional services has always
done, has offered the customer total service. Because the decisions
are locally made many times, the people in our customer agencies
have many other duties and rely on GSA/FTS to make decisions for
them or help them make decisions. Our staff stands ready to help
them make those choices, make technical decisions, recommenda-
tions and to assist them in any way.

Another important factor is this isn’t one of those situations
where once the service is installed, FTS walks away from the cus-
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tomer. We are there with the customer troubleshooting, operations,
maintenance, managing our contractor, all the way until that cus-
tomer disconnects that service. It really is a life cycle service and
management.

Mrs. MINK. So when you estimate cost savings, do you include
the additional staff that may be required in order to do all the
servicing you just described?

Ms. BATES. When we calculated the cost savings of the $1 billion,
we did not include all of those elements. Basically, what we did is
looked at what our customer base was paying today and what they
would be paying in the future under this program. Being optimistic
people, we also factored in significant growth and that growth was
factored in on both sides of the equation.

Mrs. MINK. When you assess the management fees, do you in-
clude these additional costs that are experienced by GSA and FTS?

Ms. BATES. Not directly in computing the savings. I view that as
our fees and I want to tell you, we are talking about fees that
range from $2.50 a line to $6 a line. That is just to put the frame-
work there. The value that GSA adds is that we are doing this so
our customer agencies do not have to do it. I would pose that we
are very good at what we do. We have experience, we have learned
many times through the school of hard knocks so perhaps we are
more efficient than others might be.

The truth is, with our customer agencies having gone through
down sizing and right sizing, many of them are focusing on their
core agency mission and their acquisition and technical people are
doing the same. So they rely on us to do that.

Mrs. MINK. Thank you, Mr. Chairman.
Mr. TOM DAVIS OF VIRGINIA. Mr. Turner.
Mr. TURNER. The MAA Program has been implemented in 30-

some cities and in 8 of those cities only 1 contractor was announced
by GSA. Could you tell us why there was only one contractor and
does this not take away from the idea that there is competition in-
herent in the program you are administering?

Ms. BATES. In many of those instances, there was competition.
It was not just one company proposed and one company being
awarded. There was competition. The results of the competition
dictated that it was appropriate to award the contract to only one
provider. The Federal acquisition regulations as they relate to mul-
tiple awards provide guidelines in terms of when it is appropriate
and relative to technical and cost proposals of each of the bidders.
In the cases where we made a single award, it was appropriate for
only one contractor.

Mr. TURNER. Do you have the option of adding the contractors
later? How does that work?

Ms. BATES. Yes, sir. If you recall, one of the principles of the pro-
gram is the crossover. While we have focused in past hearings on
the discussion of crossover between long distance and local and
local to long distance, part of the crossover allows MAA providers
to crossover into other locations. I think this is a strength of the
program because where we did have a single award because of the
situation at the time, it does not preclude our customers from hav-
ing choices and multiple award as we move ahead with crossover.
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Mr. TURNER. Ms. Koontz, this kind of hearing is oftentimes a lit-
tle frustrating when we have a story that says contracts that were
supposed to be implemented over 9 months have taken much
longer. We are told the problem is the regulatory environment
makes it difficult. I know in New York there was a legal problem;
you’re looking at potential management problems in GSA or wheth-
er the agencies are not aggressive enough, or whether contractors
aren’t performing but I have not yet had a sense to the apportion-
ment of that blame. Is it primarily the contractors that are drag-
ging their feet or is it the GSA? Who should this committee point
to and say you need to do a better job?

Ms. KOONTZ. It is probably premature for GAO to say exactly
where the blame lies in any of this. If it is anything like FTS, there
will be plenty of blame to go around probably.

We have not completed our work yet and many of the issues we
presented today, we have been unable to nail down at this point
in time. It is not possible for us to really talk about what rec-
ommendations for the future should be.

Mr. TURNER. I am sure the chairman will be diligent in keeping
a watchful eye on all those groups.

Mr. TOM DAVIS OF VIRGINIA. Ms. Davis.
Mrs. JO ANN DAVIS OF VIRGINIA. Understanding we are not far

enough along yet to determine about fees, 84 percent seems rather
high to me, as a businesswoman, for a fee. I am curious what do
the agencies get for 84 percent versus 28 percent on the low end?

Ms. BATES. First, I would like to address the percentage. I think
to characterize the fee in terms of percentage of the line charge
presents somewhat a distorted picture. If our fee is $2 and the line
charge is $40, as it was in some cases pre-MAA, that is a fairly low
percentage. If post-MAA the fee remains $2 and the line charge is
$5, that percentage is different and it presents a distorted picture.
In many cases, that is what we are dealing with where we had a
line charge that was up here and now is down here.

By the same token, I don’t mean to imply that we are not manag-
ing the fee or concerned about the makeup of that fee. That is why
I think through management of our operating expenses, our fee has
gone down 30 percent in the last 5 years and we are continuing to
look at it. FTS being a nonappropriated fee for service organization,
and nonmandatory, you can well imagine like any other good busi-
ness person, I need to keep a strict eye on my operating expenses
and I am doing that actively. We can always look for suggestions
to improve.

What value do we get or how do we earn that fee? As I stated
earlier, we manage the customer through the life cycle from the be-
ginning of the requirement all the way to the time they discon-
nected. We provide acquisition support, put the contracts in place,
do the follow on contract management and administration, which
in this particular market is always a challenge and requires top
notch, highly skilled individuals.

We also provide consulting services to the customer in helping
them define their requirements and to look at the solutions and
evaluate those. This requires technical people up on the latest tech-
nology.
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We also do the day-to-day operations of operating much of these
switches and services where we are looked to as the provider in the
case of many Federal buildings where we are providing service to
all the tenants within that building. We are their provider, they
look to us.

We also do the troubleshooting that is required anytime there is
a system glitch or there is a problem. The troubleshooting extends
back to the equipment to the long distance carrier or whatever.
Our customers look to us, when they have trouble they call us and
ask us to ferret it out. We do that, that is why we are there.

We also provide billing services and a consolidated bill. We take
in the bills and provide the bill to the customer and validate the
bill in conjunction with the customer. So we really are a total serv-
ice provider. It takes the responsibility and much of the technical
burden off the customer by doing that. I think my colleagues here
have indicated they have taken advantage of those services.

Mrs. JO ANN DAVIS OF VIRGINIA. If two Federal agencies were
getting the same service from you, would their fee be the same?

Ms. BATES. If they were getting identical services, yes.
Mrs. JO ANN DAVIS OF VIRGINIA. The percentages are different

because they may use two different carriers, so their line charge
may be different but your fee would be the same even though the
line charge is different?

Ms. BATES. Right. The fee is not at all related to the cost. If a
line charge is $2 or $3 in a given city, the fee is the same. Within
the same city, it is the same. It can vary between locations because
our cost base is different.

You recall the fee is intended to recover all of our direct and indi-
rect operating costs. I wanted to be accurate and not mislead you.

Mr. TOM DAVIS OF VIRGINIA. The Sprint bridge contract expired
June 6, I didn’t hear what happened to it.

Ms. BATES. It expired, we did not extend the contract. The tran-
sition is completed relative to Sprint to Sprint transition. The tran-
sition period has ended and all of the traffic now and services on
Sprint is being billed under FTS2001.

Mr. TOM DAVIS OF VIRGINIA. Thank all of you for being here
today.

I will let you step down and welcome our second panel to the wit-
ness table. We have John Doherty of AT&T; James Payne of
Qwest; Randall Lucas of Verizon; Jerry Hogge of Winstar and
David Page of BellSouth.

[Witnesses sworn.]
Mr. TOM DAVIS OF VIRGINIA. I would ask you to take about 5

minutes and summarize your comments. We have read your state-
ment and have questions based on it.

We will start with you, Mr. Doherty, and move down the line.
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STATEMENTS OF JOHN DOHERTY, VICE PRESIDENT, AT&T
GOVERNMENT MARKETS; JAMES F.X. PAYNE, SENIOR VICE
PRESIDENT, GOVERNMENT SYSTEMS, QWEST COMMUNICA-
TIONS; RANDALL L. LUCAS, VICE PRESIDENT, SALES, FED-
ERAL MARKET, VERIZON FEDERAL INC.; JERRY HOGGE,
VICE PRESIDENT, GOVERNMENT SOLUTIONS AND EN-
HANCED SERVICE PROVIDERS, WINSTAR; AND DAVID PAGE,
VICE PRESIDENT, FEDERAL SYSTEMS, BELLSOUTH BUSI-
NESS SYSTEMS

Mr. DOHERTY. Thank you for holding today’s hearings to discuss
GSA’s Metropolitan Area Acquisition Program. AT&T appreciates
the subcommittee’s dedication to the stated goals of the MAA Pro-
gram, end to end competition in the Federal telecommunications
market and its promise of choice, innovation and lower prices to
benefit agency users and taxpayers.

The MAA Program was designed to bring these benefits to the
local Federal telecommunications market. We believe a program
that operates more like the private sector will benefit both tax-
payers and government by reducing barriers to competition and the
inefficiencies of the present program. We look forward to working
with the subcommittee, other vendors, GSA and interested stake-
holders to make this happen.

I am pleased to respond to questions asked by the chairman in
his letter of invitation and his request for recommendations to im-
prove the MAA Program.

While the program was launched as part of a tripartite agree-
ment between Congress, industry and GSA, AT&T viewed the MAA
Program as a real opportunity for government customers to realize
benefits of end to end telecommunication competition. We still do.

AT&T is committed to bringing choice to the local telecommuni-
cations market. We have demonstrated our corporate commitment
to providing local service through a multibillion dollar investment
in local service infrastructure. Today 2 years after the first MAA
contract award, I believe all stakeholders remain committed to the
success of the MAA Program. Indeed, AT&T holds 10 of the 37
MAA contracts and has transitioned over 10,000 lines to date.

However, a number of factors have slowed or prevented achieve-
ment of the program goals. Based on experience to date, we believe
changes should be made to the program. These recommendations
are: adopt the use of telecommunication service schedules, level the
playing field for local service providers, provide financial assistance
to agencies for local services transition, reduce GSA program ad-
ministrative fees, and clarify program participant roles and respon-
sibilities.

There are several factors that have hindered the success of the
MAA Program. These are: counterproductive, noncommercial prac-
tices; lack of commitment to transition services to the MAA Pro-
gram; uncooperative, incumbent local exchange carriers; and un-
timely and inaccurate information from the government about cus-
tomer telecommunication needs.

Continuation of often higher priced legacy contracts with ILEX
and ambiguous roles and responsibilities or stakeholders in imple-
menting the program.
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We believe applying commercial practices would streamline the
program and facilitate more rapid transition. We offer the following
recommendations to address the impediments to this program.
These recommendations, if implemented, will more closely align the
program with commercial practices and realize the goals of the pro-
gram.

Our first recommendation is that GSA adopt telecommunications
service schedules to encourage even greater competitive choice and
eliminate administrative burdens. Under the schedule’s approach,
each vendor would disclose the terms, conditions and locations
where it is going to provide specific services. These schedules would
ensure fairness in implementation of the program while providing
agencies with truly competitive prices and the diversity of innova-
tive services currently offered in the commercial marketplace.

The playing field must be level so that everyone can compete.
Many agencies do not participate in the MAA Program because of
the one-time charge required to install the facilities and equipment
necessary for transitioning service. Incumbent providers hold an in-
herent advantage because they have existing infrastructure and
need only reprice their current services which is a paper transition
rather than a physical transition.

End user agencies must be educated about the favorable, long
term savings available under the MAA contracts and should be
strongly encouraged to make use of these contracts. The best
means of accomplishing this would be to allow vendors to freely
market their MAA services to the agencies. If, as GSA officials ap-
pear to have indicated to GAO, GSA is moving to this position, we
believe this is a step forward.

Third, in order to assist end user agencies in their transition to
an MAA Program, GSA should provide MAA customers with finan-
cial assistance through the use of a transition fund. GSA used an
information technology fund to offset agency transition costs for the
FTS2001 long distance service contract. More MAA transitions
could be achieved by expanding the use of this transition fund to
local services in order to offset the end user’s expenses incurred
when a physical transition is required.

GSA’s program administrative fee must be reduced. These ad-
ministrative fees have significantly offset vendor offers. While the
MAA Program has been successful in reducing prices from indus-
try, only a fraction of the agencies have taken advantage of these
lower prices. The current administrative fee structure has dimin-
ished agency incentive to transition to competitive vendors. The ad-
ministrative fees applicable to schedules are significantly lower and
would reduce prices paid by the end user agencies for local services
in MAA cities.

Clarify responsibilities of MAA Program stakeholders to ensure
accountability, cooperation among all and more readily achieved
MAA Program goals. To address this ambiguity of roles and re-
sponsibilities, AT&T conducted an extensive analysis of the MAA
provisioning process and documented the specific responsibilities of
vendors and the government.

With our full support, this documentation has been incorporated
into several of AT&T’s MAA contracts. Adoption of a uniform defi-
nition of roles and responsibilities would promote greater under-
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standing and accountability among all involved and optimize
achievement of program goals.

By adopting telecommunications service schedules, replicating
practices of the commercial marketplace, and implementing the
other changes recommended above, local exchange competition will
be accelerated providing end user agencies with a variety of alter-
natives to meet their telecommunication needs and save significant
taxpayer dollars.

With the renewed focus of this subcommittee on the program
issues associated with the MAA, we have an opportunity to change
course and improve the speed of the implementation of the MAA
Program.

[The prepared statement of Mr. Doherty follows:]

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00097 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



94

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00098 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



95

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00099 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



96

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00100 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



97

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00101 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



98

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00102 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



99

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00103 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



100

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00104 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



101

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00105 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



102

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00106 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



103

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00107 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



104

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00108 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



105

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00109 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



106

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00110 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



107

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00111 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



108

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00112 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



109

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00113 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



110

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00114 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



111

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00115 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



112

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00116 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



113

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00117 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



114

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00118 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



115

Mr. TOM DAVIS OF VIRGINIA. Mr. Payne.
Mr. PAYNE. My name is Jim Payne, senior vice president for

Qwest Government Systems. I am pleased to be here to discuss the
MAA’s which constitute a significant portion of the FTS Program.

Qwest is the fourth largest long distance provider in the United
States, and we are also an international carrier and provide local
services.

This hearing is about the progress of the MAA Program and
whether the program has accomplished its primary goals, ensuring
the best services at the best prices for the government and maxi-
mizing competition for services. To that end, I will provide a brief
overview of Qwest’s perspective on three critical MAA questions.

What was the goal of the MAAs and why are we here? Chart 1
shows the goals. The goal was to establish a new paradigm reflect-
ing the 1996 Telecom Act. It was to be the blueprint for the future.
The paradigm includes three distinct contract vehicles: FTS2001,
which we had a hearing about in April; the MAAs and the Niche
contracts.

The government would have at its disposal a single, integrated
program that forces continuous competition, innovation and low
prices.

The second question, what is the current status of the MAA Pro-
gram? Many parts of it are broken, but I do believe we can fix it.
To date Qwest has won MAAs in Albuquerque, Boise, Denver, and
Minneapolis based virtually on identical RFP requirements, yet our
experiences in each city have been vastly different. With the excep-
tion of Minneapolis, in no case has a rapid transition been
achieved. Further, the guiding principles promised that long dis-
tance would be in our contracts within 1 year after the first
FTS2000 contract was awarded. It has not happened.

Our MAA experiences have been sobering. We identify the ques-
tions the committee has provided and we have some concerns. I
would invite you to look at some of the examples. In every city in-
stead of dealing directly with Qwest, the end user agencies are
forced to deal needlessly and in many cases, exclusively through
the GSA.

In Denver, for example, a customer had selected Qwest but the
GSA redirected the order to a competitor. This certainly was not
what we had anticipated.

The GSA contract management fee that applies to MAAs ranges
from a low of 25 percent, and I heard an even greater high of 85
percent. When comparing the GSA to itself and other parts of GSA,
you can see these overhead management fees are unprecedented.

The MAAs are voice centric. New and enhanced services such as
DSL are not in the contracts that Qwest provides.

There is a lack of consistent communication between GSA here
in Washington and their regions, and it has delayed transition suc-
cess. Regional and strategic MAA difficulties are not being handled
in a timely fashion. It appears to Qwest that GSA’s focus is largely
on FTS2001 problems and not on the MAAs, thus competition has
not been fully achieved.

It is clear that the FTS2001 minimum revenue guarantee domi-
nates the GSA focus. This issue has had a cascading impact on the
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MAAs by delaying the timely addition of long distance to the MAA
contracts. This is not the deal that Qwest signed up for.

What are Qwest’s recommendations? Making these recommenda-
tions, Qwest understands the provision of service to the govern-
ment is subject to the requirements of the Telecom Act and FCC
policies. We believe our recommendations are consistent with all
these requirements as well as focused on the MAA contract prin-
ciples and the guiding areas.

Our recommendations are: GSA must adapt a more balanced,
overall management structure for FTS starting with the same man-
agement fee across all the FTS programs and they should not ex-
ceed 8 percent.

The GSA must stop inserting itself in many cases needlessly be-
tween the vendors and the agencies. We believe this is a waste of
tax dollars and does prevent competition.

The GSA must adopt best practices using tools and methods so
the agencies can make informed decisions and demonstrate ac-
countability.

We believe the GSA must commit to and publish a meaningful
schedule to deliver long distance services through the MAAs as
well as the other suggestions we are making today. We recommend
that the GSA issue a schedule, and we offer one on the board here
which clearly demonstrates dates and deliverables to introduce
long distance services.

Let me emphasize, the MAA crossover process should be quite
simple. I emphasize we need clear dates and clear deliverables.

In summary, these actions and recommendations are critical to
putting FTS2000 back on track and I believe GSA does add value
to the process. However, please don’t ask me to choose between the
GSA and my end user agency.

Thank you for the opportunity for Qwest to present its views this
afternoon.

[The prepared statement of Mr. Payne follows:]
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Mr. TOM DAVIS OF VIRGINIA. Mr. Lucas.
Mr. LUCAS. My name is Randy Lucas and I am the vice presi-

dent, general manager of Verizon’s Federal team. Verizon Federal
is a part of Verizon’s Enterprise Solutions Group and is specifically
organized to serve the information technology needs of our Federal
customers. Verizon Federal has numerous contracts with various
Federal agencies that provide a host of information technology and
telecommunications services.

From Verizon’s perspective, the MAA process has generally
worked well and been a success but it could be made even better
if GSA continues to communicate with industry on processes and
guidelines that dictate how the MAA program will evolve.

Verizon has been a supporter and active participant in the MAA
Program since its inception. In fact, Barbara Connor, the former
president at Bell Atlantic’s Federal Government Line of Business
testified before the Committee on Government Reform 4 years ago,
encouraging Congress to support the separation of local service and
long distance services in developing the government’s procurement
strategy. A lot has changed in this industry since that time and
real progress has been made in the implementation of the MAA
Program.

The stated goals of the MAA Program have been to sustain price
reductions for local telecommunications services in selected metro-
politan areas; provide a flexible, contractual vehicle with high qual-
ity services; and to create a contractual structure that encourages
agency cooperation and aggregation of requirements. GSA is to be
commended on the pursuit of these goals and the impact the MAA
has had in fostering competition.

Verizon is in the unique position of having seen the MAA from
several different views. One of the first cities awarded was New
York City. We lost. The sole award was made to AT&T. In January
2000, we were awarded the WITS 2001 contract which GSA consid-
ers part of the MAA Program. We won a multiple award contract
in Buffalo along with AT&T. In Baltimore, where we were the in-
cumbent vendor, we lost in a single award decision to Winstar. We
were awarded a contract in Boston, a multiple award city with con-
tracts also going to AT&T, SBC and Winstar. Earlier this year,
Verizon was awarded the first crossover contract to go back to New
York City to compete for services there.

As you can see, we have seen multiple awards, single awards, we
have won, we have lost, we have crossed over, just like the pro-
gram strategy envisioned.

Though the MAA Program, from our view, has had its successes,
we believe there are areas for improvement. We would suggest that
GSA more strictly enforce the post-award forbearance timeframes
for the awarded cities. While Verizon understands and appreciates
the need for the fair consideration process, we suggest the process
needs to be expedited so that customers can take advantage of the
new services and better prices offered in the MAA contract.

The process for technology refreshment and the ability to acquire
up to date goods and services are potential areas for improvement.

While the MAA Program offers some limited data services, cus-
tomers cannot currently buy state-of-the-art telecommunications
technology such as frame relay, ATM or SONET services. Federal
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Government customers want and need these technologies to meet
the wants and needs of their customers, ultimately the taxpayer.

Industry needs to be allowed to provide these types of services
as well as voice over IP, gigabit ethernet, and DSL based solutions.
As voice, data, and video networks converge to a common platform,
the MAA contract should allow for the rapid inclusion of these new
technologies.

Verizon is still prohibited from providing long distance services
in 11 States and the District of Columbia. This is an important reg-
ulatory hurdle as we wait for the summer release of the crossover
guidelines for FTS2001. If GSA requires that all potential entrants
to that market have to be able to provide long distance services to
every State, Verizon will be locked out. If we will be able to offer
long distance services as an option on our MAA contract, we can
compete where we have been approved to provide long distance
services. This will mean more choices for our customers and a bet-
ter deal for the taxpayer.

I indicated that we have competed both successfully and unsuc-
cessfully against AT&T, SBC and Winstar for local services via the
MAA Program. In each case, we were the incumbent local exchange
carrier. The opportunities that the MAA presents would be even
more attractive if vendor partners knew they could bundle voice,
data, long distance and Internet services on the same contract plat-
form.

Verizon values our partnership with GSA and our successes
within the MAA Program. We have found the representatives from
national GSA, as well as those from the regions, have been more
than willing to talk through issues seek feedback and discuss proc-
ess improvement. The MAA is a good strategy for achieving the pri-
mary objectives. Can it be improved? Certainly, it can. It is a new
process. In my 19 years of serving this market, I have found pre-
cious few things that cannot be improved.

I thank the committee for the opportunity to discuss the MAA
Program. I would be glad to answer any questions you may have.

[The prepared statement of Mr. Lucas follows:]
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Mr. TOM DAVIS OF VIRGINIA. Mr. Hogge.
Mr. HOGGE. My name is Jerry Hogge, vice president of Winstar

Government Solutions. I appreciate the opportunity to discuss the
Metropolitan Area Acquisition Program. I am here to request your
support in accelerating the pace of its implementation.

As reported in GSA’s press statements, this $4 billion-plus pro-
gram has the potential to save taxpayers millions of dollars this
year and over $1 billion going forward if it is implemented expedi-
ently.

Winstar is a broadband services company and is one of only two
competitive local exchange carriers participating in the MAA Pro-
gram, and is the holder of more MAA contracts than any other ven-
dor. Winstar is also the only vendor offering local dial tone to its
customers primarily using a 38 gigahertz wireless technology.

As a competitive local exchange carrier, Winstar views GSA’s
MAA Program as an ideal business channel offering the oppor-
tunity to provide substantial and concentrated amounts of local
voice and data services in major metropolitan areas. Winstar has
competed for 17 MAA contracts, won 12 and 2 are pending deci-
sion.

Our presence in this process has undoubtedly been a key factor
behind the vigorous competition that has taken place and a key
part of the dramatic price reductions seen in the MAA contract
prices.

As you may have read recently Winstar has voluntarily filed for
reorganization under Chapter 11 of the Bankruptcy Code. We have
received our initial funding, continue to provide services to our cus-
tomers, are adding new customers daily and intend to emerge from
this process with GSA and the Federal agencies as a prominent
and strategic part of our long run business plan.

Winstar regards the MAAs as a tremendous success from a con-
tract award perspective. However, only a minuscule part of the
promised savings has been realized because most of the business
promised in the contracts has yet to be implemented. Simply put,
Federal customers are not being transitioned to the MAAs at an ac-
ceptable pace. Processes are lengthy, basic paperwork is slow to get
done, fair consideration is inherently unfair in certain instances
and conflicts exist with in-place contracts.

As of today, well over a year into Winstar awarded contracts, we
have received orders for only 5 percent of the promised lines. Fur-
ther, since most orders have been received very recently, only 1.7
percent of the lines forecast by GSA for the first year in our 12 cit-
ies have been installed. We believe these statistics are not uniquely
loaded to Winstar but instead represent programwide failures. In
fact, most of the promised MAA business remains with the incum-
bent RBOCs.

The drastically slow revenue flow from the MAA contracts has
had a significant impact on Winstar and will ultimately impact our
ability and willingness to participate in the program. The main im-
pediments we have experienced in transitioning MAA business in-
clude administrative impediments such as slow receipt of notice to
proceed, fair consideration of requests and responses, and ulti-
mately service orders.
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The average delay between the date we received a notice to pro-
ceed and our first order is almost 4 months and some cities like In-
dianapolis have yet to place their first order with us, resulting in
the passage of an entire year where customers cannot take advan-
tage of Winstar’s reduced MAA prices.

The fair consideration process is somewhat a misnomer. Certain
GSA regions apply very rigid guidelines to how vendor priced pro-
posals are to be presented and then take months to arrive at seem-
ingly simple buying decisions. Other local GSA offices specify which
technologies can be used to satisfy a requirement such as an in-
ground fiber deployment. This violates the contract as the specifica-
tions are to be expressed in terms of service requirements, not a
definition of a specific technology or solution.

The MAA contracts are purposely uniform in their product and
service content. All MAA providers are presumed to be equal in
terms of technical and management merit as a result of the RQS
process. Thus, post-award buying decisions should be a simple mat-
ter of comparison shopping and choosing a vendor. To date, this is
not the case.

Finally, in certain MAA cities, fair consideration decisions do not
always appear to be communicated. In several instances, we have
not yet been notified of the outcome of fair consideration proposals
we submitted in November 2000. Either we lost and haven’t been
notified as to why or GSA has taken more than 8 months to make
a simple price comparison. Neither reason is acceptable.

The fair consideration process is further confounded by apparent
conflicts with existing contracts. In Dallas, for example, Winstar’s
MAA service price must offset a termination fee that SBC charges
GSA to disconnect its service. This external cost works against all
nonincumbent MAA winners and destroys the level playing field
envisioned by the fair consideration process.

Indeed, because of the incumbent’s disconnect charge, GSA ap-
parently and wrongly concludes that we are not a competitive
choice since it will take many months just to break even with re-
spect to this disconnect fee.

The MAAs are 8 year contracts and we believe we provide a bet-
ter life cycle value and savings that is not being properly consid-
ered.

To the best of our knowledge, less than 10 percent of the lines
forecast for our 12 cities have been transitioned. We propose a few
changes to improve these results.

Simplify the transition process; speed it up; communicate the re-
sults and track performance. Transition and fair consideration are
extremely measurable. A scorecard such as the one on the display
that begins with the baseline circuit forecast represented to indus-
try by GSA should be immediately implemented and tracked
monthly. On the screen is a card which shows the percentage of
forecast lines that have had orders placed with an MAA provider
and the percentage of forecast lines that have been installed. This
sort of scorecard would highlight cities that are on target and com-
pare them to those that are not, hopefully spurring action, fixing
process problems and eliminating delays.

GSA can utilize the IT fund to help defray initial one-time transi-
tion costs to a nonincumbent’s network as well as other external
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and equipment changeout costs that otherwise bias the purchase
decision in favor of incumbent providers.

GSA’s forecasts of their requirements in each city are the basis
for the bargain. Millions of dollars were not invested in winning
these MAA contracts just to share a $100,000 minimum revenue
guarantee. Instead, we relied on GSA’s detailed forecast of business
and the expectation that GSA would meet those forecasts and the
savings touted in its own press statements.

GSA received substantial price reductions based on the promised
business. We are prepared to deliver the rates promised in our pro-
posals and it is time for GSA to live up to the lines promised in
their forecasts.

I would be happy to answer any questions you have. I appreciate
the opportunity to appear.

[The prepared statement of Mr. Hogge follows:]

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00151 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



148

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00152 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



149

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00153 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



150

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00154 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



151

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00155 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



152

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00156 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



153

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00157 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



154

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00158 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



155

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00159 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



156

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00160 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



157

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00161 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



158

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00162 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



159

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00163 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



160

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00164 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



161

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00165 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



162

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00166 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



163

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00167 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



164

VerDate 11-MAY-2000 10:16 Apr 11, 2002 Jkt 000000 PO 00000 Frm 00168 Fmt 6633 Sfmt 6633 C:\DOCS\77353.TXT HGOVREF1 PsN: HGOVREF1



165

Mr. TOM DAVIS OF VIRGINIA. Mr. Page.
Mr. PAGE. My name is Dave Page. I am vice president respon-

sible for BellSouth’s business with the Federal Government. I rep-
resent a staff dedicated to ensuring our Federal customers receive
the best technology available.

I have previously submitted my full statement to the subcommit-
tee which I ask to be a part of the hearing record.

During my 32-year career at BellSouth and predecessors I have
held various positions in sales and customer support. I am fortu-
nate to have had the opportunity to see telecommunications become
the most exciting industry in the world.

BellSouth is actively capitalizing on the changes in the industry
to provide our customers with leading edge services. Building on
the most sophisticated network infrastructure in the southeastern
United States, our challenge is to maintain our perennial receipt
of the industry’s highest award for customer satisfaction, while si-
multaneously expanding our business into the global marketplace.

GSA’s FTS Program and the MAAs are key opportunities for
BellSouth to achieve this growth. BellSouth has won 3 MAA com-
petitions—Atlanta, Miami and New Orleans. The 1-year forbear-
ance period for the Atlanta and Miami contracts expired April 26,
2001. We look forward to being able to offer enhanced and emerg-
ing services such as frame relay, ATM, SONET and long distance.
Unfortunately, there have only been limited opportunities to ex-
pand the contracts.

I have heard all the reason why we haven’t been able to move
forward and add new optional services. Some folks are concerned
about commitments to FTS2001 contractors but is the government
keeping its commitment to BellSouth and the millions of customers
we serve.

It is not my intention to raise issues to which I have no solution,
so I won’t sit here and grumble about the transition and how it
slowed my ability to implement services under my contracts. In
many cases, there has been a lack of creativity. I recognize this
may be caused by too few people in the field and not enough sup-
port from headquarters. It is our understanding that processing
contract modifications to add new services might take a back seat
to basic transition. I understand that priorities sometimes change
and we all have to be flexible in the process.

Nevertheless, Mr. Chairman, BellSouth has been a good cor-
porate citizen when dealing with all the stakeholders. We find we
too have competing obligations for our people, our customers, our
agencies and our shareholders. In the end, the approach to any
problem that seems this complex is to get to the root and find a
common solution.

I was reminded that industry, government and Congress had al-
ready solved the problem. The best solution to move us forward is
to return to the guiding principles. These principles are maps that
tell us how to proceed.

We aggressively lowered prices to win these MAAs. Our intent
was to do more than just retain the business we have. It was an
opportunity to expand into markets we won’t enter and offer new
and enhanced services. In fact, one of the primary reasons
BellSouth bid on the MAAs was to be a partner with GSA moving
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from a low price bid war style of competition to a best value part-
nership. This is not a merge. Partners should take my interests to
heart and protect me from FTS2000 transition delays and difficul-
ties. Partners should allow us to work together to facilitate mean-
ingful discussions at all levels. Partners should be fulfilling their
obligations to increase opportunity for competition rather than tak-
ing an opportunity my team develops and giving it to a competitor.
Partners should live up to their commitments to all FTS program
stakeholders.

To their customers, GSA owes the economic relief of the competi-
tions that have already been conducted. The MAA should not sub-
sidize GSA at the customer expense. To their contractor, GSA owes
full, open, head to head competition. To the taxpayer, GSA owes
more efficient government enabled by ruthless competition in the
local and long distance services.

BellSouth appreciates this opportunity to share its views and
welcomes any questions you may have.

[The prepared statement of Mr. Page follows:]
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Mr. TOM DAVIS OF VIRGINIA. Ms. Davis.
Mrs. JO ANN DAVIS OF VIRGINIA. Mr. Hogge, you stated in one

city you waited 4 months before you got the notice to proceed and
in Minneapolis it has been a year.

Mr. HOGGE. No. I talked about an average period of time from
contract award to when we received a notice to proceed, kind of the
administrative point in time when you are responsible for deliver-
ing contract deliverables and can start working business under the
contract.

In Indianapolis, we won the contract on April 27, 2000; the notice
to proceed came on July 11, roughly 23⁄12 months later. It is getting
to that first order that has taken to this day.

Mrs. JO ANN DAVIS OF VIRGINIA. Your contracts when you bid
was based on dollars for a year ago?

Mr. HOGGE. Right. What we did in assessing each of these con-
tracts city by city, we looked at the forecast of business, where the
buildings were, how they matched our developing network and bid
based on that forecasted business which was very specific, year by
year, by service, by product and represented that in a business
evaluation that we assessed and decided to go forward with each
bid.

Mrs. JO ANN DAVIS OF VIRGINIA. I would like to ask the same
of each of you. Did you experience the same delay and cause you
a loss in revenue?

Mr. DOHERTY. Yes. From an AT&T perspective, similar to
Winstar, a robust business case was put together looking at the ac-
tual customers, the lines, the timing of the announcement of the
award. In my testimony, we talked about untimely and inaccurate
information. There is quite a bit of frustration if you are not the
monopoly where you have all those infrastructures sunken costs in
there for years. You have to plan when you are going to put infra-
structure in to all your new customers and each of those delays
delays not only implementing the capital expense but also the oper-
ational people you have in that city where you have targeted them
to implement a program and they may be sitting around for 3, 4,
5 or 6 months waiting for the first order. There as been a large de-
gree of frustration for AT&T.

Mr. PAYNE. I have the chart in front of me showing award dates
and notice to proceed. Typically it has taken 3 months but in Boise,
it took 7 months. You are not authorized to do any work until you
have notice to proceed. In each case, we have hired staff ready to
go, to move forward, so that is cost we have absorbed is for 7
months until you are allowed to work with the end users.

Mr. LUCAS. Of the three situations I describe in the testimony,
there is still one that the wait time between the contract award
and when we first got orders that was quite lengthy but we had
to submit some interim proposals in that process as a part of the
Fair Consideration Act. From the time we submitted the second
round of proposals to the time we got the orders, it doesn’t appear
very lengthy at all.

Mr. PAGE. There is a very big difference between the two regions
I support. Region 7 in New Orleans was a very rapid process and
region 4, Atlanta and Miami it has been a longer process and
seems to be some confusion in how they are supposed to notify you,
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when they are supposed to notify you and there just seems to be
some methods and procedures they are lacking there. I don’t know
that it has been 2 months though.

Mrs. JO ANN DAVIS OF VIRGINIA. Am I to get from most of you
that the problem is the communications because it is a new pro-
gram. I don’t understand why two different regions would have
such a significant difference. Do you get notification from the
Washington office or the regional offices?

Mr. PAGE. It comes from the regional office.
Mrs. JO ANN DAVIS OF VIRGINIA. Same for all of you?
Mr. PAYNE. I want to emphasize something Winstar indicated. In

Boise, it took 7 months to get the notice to proceed. We have not
yet received the first orders. That was awarded in August 2000,
last year. The point is there is a notice to proceed and then there
is subsequent process and then you get the orders. So it isn’t just
the notice to proceed issue that is the delay. It is that interim be-
tween notice to proceed that the fair consideration process, which
varies city by city, will determine when you get your first order. So
you must first get your notice to proceed and then at some point
there is a description separate from what was in the RFP, that re-
gion determines how they will define fair consideration.

Mrs. JO ANN DAVIS OF VIRGINIA. Do you think as a vendor you
understand the definition of how they determine fair consideration?

Mr. PAYNE. Since it is not in the RFP, it is absolutely at the dis-
cretion of the local city.

Mrs. JO ANN DAVIS OF VIRGINIA. It is not in the RFP?
Mr. PAYNE. There is a reference to fair consideration but the

process is not broken out, so each city takes their own definition
of it. One of the reasons Minneapolis transitioned so quickly is they
went to the notice to proceed and had a straightforward, fair con-
sideration process. We went right into transition. As I sit here, we
are 100 percent transitioned in Minneapolis.

Mr. TOM DAVIS OF VIRGINIA. Mr. Turner.
Mr. TURNER. I find this whole process, even though I know it is

designed to be an improvement over past practices, quite confusing.
I get the impression that the vendors find it quite frustrating. It
seems you aggressively pursue trying to make a proposal and then
you are told you have been awarded the contract and then it takes
months for anything to ever happen with regard to what you
thought you got.

Mr. Doherty, I am interested about the suggestion you made
about moving to telecommunications services schedules. Explain to
me exactly what that means and how that would differ from what
we are currently doing. I also want to see if everyone on the panel
agrees that would be a very positive change?

Mr. DOHERTY. It is our position that we believe all vendors
should be able to market services to the agencies when and if they
have the capability, whether it is local, long distance or end to end
service. It is our belief these contracts with the forbearance periods
which have not been met and a number of us have relied on these
dates where they said you have a contract for a year and then you
have a crossover, these programs are too hard to manage.

It is our position if you allowed industry to look at where you
have a footprint—AT&T has capacity in 84 cities across the United
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States—we could offer the GSA a schedule of services we offer to
those agencies and they could be free to buy those services at will.

It would do two things. One, they would compare those services
without any hidden fees with whatever is available to the market.
Two, I don’t think you would experience some of these lengthy
delays mentioned here because the agencies would have all the in-
formation in front of them, I presume there would be multiple ven-
dors who would enter services on that schedule and the process
would be much quicker, therefore turning over savings to the agen-
cies and taxpayers in a much quicker fashion.

Mr. TURNER. Does everyone agree that would be an improve-
ment.

Mr. PAYNE. To go back to what we are supposed to achieve, it
is best practices, best service and maximize competition. From a
business perspective, you constantly look at your methods and pro-
cedures to make certain you are doing the right thing to achieve
your goals. I believe the great frustration here is the process is not
designed to evolve with the competitive process.

In the city I described, Boise, we are landlocked into how do we
interpret fair consideration. I am looking for some uniformity. If
you spend a year of delaying, we have heard $1 million a month.
That is not a good use of anyone’s time. Go back and revisit the
process.

The overhead rate on schedules is 1 percent. Therefore the proc-
ess is very expedited and off you go.

Mr. LUCAS. I don’t disagree with the schedule being another al-
ternative. I would have some mechanical issues with local services
being provided on a schedule where every State is ruled by a dif-
ferent public service commission. I am not sure if we were going
to mechanically create a schedule that could provide local services
in 50 States what that price might look like once we take into con-
sideration a balance across the country.

A schedule would certainly be an easier vehicle. We have a GSA
schedule where we sell equipment and labor services. That works
very good. From my view, that is another channel, just as MAA is
another channel to the Federal customer. It becomes a channel con-
flict question as well. How many channels do you need to provide
the same kind of service.

On the surface, the schedule would be a probably easier managed
option but it would have some mechanical issues we would have to
work through.

Mr. HOGGE. I would echo a good bit of Mr. Lucas’ comments.
Winstar also has a Federal supply schedule but we have a program
that can work, we have a fair consideration process that is very
loosely drafted, I think purposely so, and each GSA region has
taken their own interpretation of how they implement that lan-
guage. To us it should be a businesslike process. It is intended to
be a process essentially of comparison shopping. These are non-
mandatory contracts, in most cases multiple award, and you had
a prequalification process through the RQS process that took some
2 years to complete, to evaluate all bidders on the basis of their
technical and management capabilities.

After you have gotten the notice to proceed and are into a site
by site or agency by agency specification of requirements, you lay
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Winstar’s proposal next to the other providers and make a decision.
We view it as a process that is fixable but the FSS provides an-
other means for doing it.

Mr. PAGE. I would like to echo some of what Mr. Lucas said and
say it would be a different channel. I do not think the MAA is
above being fixed. I think it would be a wonderful contractual plat-
form for us to use. Ms. Bates said earlier that the difficulty on local
service is trying to determine exactly what people need for today
and into the future. That is not a cookie cutter kind of process
where you order from column two and one from column three. If
you really know what you need, you can do it off a schedule. I
think the MAA can be more than that.

Mr. TURNER. Ms. Bates, do you have a comment regarding my
question? What do you think about moving to a schedule?

Ms. BATES. First of all, I would like to indicate that in thinking
about this, I think this is a very complex issue. I would say regard-
ing schedules that it is easy to say but very difficult to do and re-
quires some in-depth study.

The problems we have been addressing today in the large part
would not go away with the schedules. There has been much dis-
cussion of fair consideration. Fair consideration is a key component
to buying off the schedule, so that does not change.

In terms of implementation problems that we have spoken about
today and the issues of plowing new ground in a deregulated mar-
ket with many forces and contradictory definitions of success rel-
ative to business success, scheduled contracts do not change that.
Those forces in the local market are there and are very dynamic,
and are the byproduct of competition.

The complexities of today are the complexities of competition and
not the good old days of a single choice, one could say.

The other area addresses the fees and I do not want my remarks
to be construed in any way as defensive about a fee. We need to
be mindful of our fee and that is what you hold us accountable for.
I don’t think we need to let the fact that FTS/GSA is fee for service
obviate other issues. Many of the issues we are facing today and
have been discussing this afternoon are here on the table ahead of
us, fee or no fee. In the case of where a fee is 80 percent, it is $4,
so I am not wanting to take attention from it but I don’t think we
ought to let it take our eye off the ball of some of the real hard
issues we are facing.

Mrs. JO ANN DAVIS OF VIRGINIA [assuming Chair]. We will take
a short recess to go vote and we will be right back.

[Recess.]
Mr. TOM DAVIS OF VIRGINIA [resuming Chair]. My first questions

will be for AT&T.
We understand effective coordination with the incumbent local

providers is a critical success factor in the implementation process.
You mentioned that as one of the problem areas. What steps have
you taken to obtain that cooperation and what additional steps
does GSA need to take to ensure that coordination? What steps do
we need?

Mr. DOHERTY. Let me say I agree with Ms. Bates and the testi-
mony as far as we are working through the issues of the program.
I understand that. I also understand depending on your comments
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that the regulatory environment in different parts of the country
and the issues are different.

However, I do believe that the accurate and timely information
shared with the winning vendors as well as those vendors who
competed for those services, particularly the ILECs and who have
contracts, the time to work out how you are going to support the
winning vendors is before those contracts are awarded.

For example, in New York the riser cable issue became a major
delay for AT&T in working with Verizon in New York to move for-
ward to get access to buildings. That is cable inside a building that
takes you from floor to floor.

Mr. TOM DAVIS OF VIRGINIA. That is Verizon’s cable?
Mr. DOHERTY. It was GSA’s position it was their cable, Verizon

went to the PUC and it sided with Verizon and said it is Verizon’s
cable. That was a lengthy process. We also were told to use several
different tariffs, both the wholesale and retail tariff and all of that
is very time consuming.

If some of those logistics had been worked out prior to the award,
the implementation in New York would have been much quicker.

Mr. TOM DAVIS OF VIRGINIA. That is also in a State where
Verizon has been able to go across lines, so you don’t have the local
issues you would in other areas in terms of local competition?

Mr. LUCAS. Yes. That was the first State we were granted long
distance relief and one of the check marks of being able to do that
is that we have adequate local competition.

Mr. TOM DAVIS OF VIRGINIA. Which should have incentivized you
to get these guys in as fast as you could.

Mr. Lucas. We believe we have cooperated with all those that
want to get into the local service business.

Mr. TOM DAVIS OF VIRGINIA. In New York.
Mr. LUCAS. In New York.
Mr. DOHERTY. In cooperation with GSA, we are writing a docu-

ment to describe the roles and responsibilities of the agencies, the
government, the vendors, vendors who may support the agencies
and that has been incorporated into our contracts. I think that has
been very helpful in streamlining who is supposed to do what and
when.

When an agency orders something, what is it they are ordering
and do they understand what they are ordering and what will be
delivered by the program. Spreading that across all the MAA con-
tracts for the different vendors would be helpful.

Mr. TOM DAVIS OF VIRGINIA. You are on both sides of this, Qwest
is?

Mr. PAYNE. Yes, sir. We have talked about the management fee
and I realize it is only a couple dollars here and there but it does
frustrate the agencies. I want to be clear there has been specific
guidance given to me here in Washington and to my representa-
tives in the field. I have my program manager sitting here behind
me and we were instructed not to discuss, not disclose the overhead
rate.

I think many of us at this table have gone through multimillion
dollar, billing system upgrades so that management fee can be em-
bedded in a line cost and not broken out separately. In the FTS
2000 world, the contract ended in 1998. There was a line item so
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every month you were reminded or you could see what the manage-
ment fee was. I do think that frustrates some of the selling process.

I don’t understand why we can’t deal directly with the agencies.
Some cities do allow it but three of the four will not. I heard one
of the achievements in the first panel was moving from analog to
digital. Many customers I am dealing with did that 15 years ago.
I don’t consider that progress. In Australia, it is against the law
to sell something that is an analog interface.

When you talk directly to a customer, you are going to get the
advanced technology and all the implementation advantages that
come with it. Qwest is very anxious to bring DSL——

Mr. TOM DAVIS OF VIRGINIA. What happens in the translation?
Mr. PAYNE. If you went down this line, when someone is carrying

the water for you, someone is interpreting what your selling propo-
sition, I think it is a much better deal to say are you aware of
hosting opportunities Qwest has in this area, are you aware of the
DSL product, so the end user agency is starting to design their so-
lutions to leap frog right into advanced technology.

Mr. TOM DAVIS OF VIRGINIA. It expands their whole universe.
Mr. PAYNE. Absolutely. That kind of dialog I witness everyday.

It has been mentioned that the agencies in many cases want to use
tools to make evaluations. My understanding is the minor tech
pricing tools are not available and haven’t been for months, so the
agencies are out there without a mechanism to make those evalua-
tions. The agencies are caught without a tool to make the evalua-
tion. I am not clear why that is but that is what I understand.

My most important issue is in a business environment, I learned
a long time ago nothing happens because you work hard. That is
a nice thing but you have to have a schedule and manage to the
schedule. At this hearing on April 26, we were told long distance
services will be available by the end of the summer. I proposed a
schedule. I am looking forward to September 22 providing long dis-
tance services under FTS2000 in one contract. That was the obliga-
tion I thought I heard. I am looking for a schedule of dates as we
run most of our business there.

The field is very much voice centric. We need an education proc-
ess. When we go out and talk about our solutions, we are finding
the field doesn’t have basic training, neither GSA nor the agency.
We have to figure a way to bring them into the new century about
how telecommunications works. It is hard to get into advanced
technology without that.

Mr. TOM DAVIS OF VIRGINIA. You recommend that the MAA Pro-
gram adopt the use of telecommunications service schedules and
also reduce the GSA program administration fees and in turn a re-
duced role for GSA in managing the agency’s telecommunications
acquisitions.

Under that proposed scenario, how would those agencies that
rely heavily on GSA today because they don’t have the staff to plan
and implement these services manage their requirements? How
would you envision the roles of GSA, the contractors, the customer
agencies would be redefined?

Mr. DOHERTY. I think one of the things our position supports is
the fact we can’t live in how we used to do things. If we are truly
going to open up and are committed to bringing local competition
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throughout the United States to all the agencies, we have to look
at doing things differently than we did in the past. If you currently
look at the way the schedule exists for GSA for agencies to buy
services, it is take all or nothing. There isn’t a way you can say
what I really need is technical information on this particular item
and that is what you pay, kind of a fee for service type thing.

I would encourage the GSA to look at different approaches to
support the agencies in making buying decisions. I completely sup-
port the testimony of Ms. Bates earlier about a number of technical
folks have left the agencies and a number of them do rely on GSA.
We believe there could be a different proposition on how they are
supported instead of having a fee that supports all that.

Mr. TOM DAVIS OF VIRGINIA. There was a recent Federal Com-
puter Week story that noted the Gov Works Program at the Min-
erals Management Service is exploring the establishment of a tele-
communications services schedule to sell to Federal agencies. Is
that a good idea? Would you support that?

Mr. DOHERTY. We would absolutely support that.
Mr. PAYNE. Let me add, I think competition always enhances

choices and better prices. I think it should certainly have an effect
on these programs.

The critical difference is the GSA schedule does not allow any
services that compete with the FTS services. There is a restriction
of competition on the schedule side. I assume Interior is not going
to take that approach. That will open an array of competition
against FTS2000.

Mr. TOM DAVIS OF VIRGINIA. That could undermine FTS2001,
their minimum guarantees and everything else?

Mr. PAYNE. It will encourage the prices to fall. The minimum
revenue guarantee is a separate set of problems and I don’t think
it is related to prices.

Mr. TOM DAVIS OF VIRGINIA. That is not the Minerals Manage-
ment Service’s problem?

Mr. PAYNE. That is correct.
Mr. LUCAS. We would have the same issue. A schedule is some-

thing a little easier to manage but the mechanics of having a
schedule that would be able to provide local services in all 50
States would be mechanically a challenge because we would have
to make sure we met all the needs of the 50 individual public serv-
ice commissions. It is a regulatory issue for us as far as the way
Verizon looks at it. It is a different proposition for the end user
agencies. There is a value add in the GSA’s program on the GSA
side that would be a distinction with the schedule approach.

Mr. PAGE. I don’t disagree. It is a good additional channel for
people to use but I have to emphasize what Mr. Lucas said, the
regulatory battles you would have to run to try to come up with
a 50 State price for something would be enormous.

Mr. TOM DAVIS OF VIRGINIA. Although it has only been exercised
in one instance to date, it is my understanding the MAA contracts
do have a direct order, direct billing option that would seem to pro-
mote the kind of direct customer, provider interface relationship
you find missing. Have you looked at that and does it meet your
needs?
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Mr. PAYNE. Indeed we are aware of that. The delta between the
direct bill versus full service—in Denver the full service fee is 44
percent management fee, the direct bill is 39 percent. That is still
pretty hefty overhead. We are not allowed at this stage in any of
these four cities, the agencies are not allowed to come to us di-
rectly. That has to be separately authorized so we have not had an
agency to select the direct approach. All of my agencies are at the
full service level.

Mr. TOM DAVIS OF VIRGINIA. Would it be helpful to a speedy
transition if there was an Interagency Management Council for the
MAA Program as we have for the long distance component of
FTS2001?

Mr. DOHERTY. Yes. I think anytime you can sit down and talk
with all the principals, you are likely to get faster results. We all
have our different motivations and different agendas but we also
share the same sizable number of problems. Getting everyone’s
opinion on the table and talking through it is the fastest way as
opposed to sending letters back and forth and GSA being in the po-
sition of having to filter everyone’s differences.

Mr. TOM DAVIS OF VIRGINIA. You identified the slow pace of or-
ders as a factor in the transition delays noting to date you have
received orders for only 5 percent of the identified lines. What steps
have you taken by yourself or with GSA to try to facilitate contract
marketing and service ordering processes?

Mr. HOGGE. Like all the other MAA winners, you start out with
an initial event, kick off the city, get things going and try to work
through the regional GSA office assigned to managing that specific
MAA market to get out awareness, get customer interest and to
start motivating the service order process.

We have been actively doing that, we have been actively working
with Sandy and Margaret who have instituted periodic meetings
with each region to assess and track performance.

In our testimony we suggest shining the light of day on where
we are with respect to those forecasts. You get visibility on some-
thing and results tend to follow. We know with great detail what
the GSA felt the requirements would be by city, by product by year.
That is what we stepped up to the plate for and that is what we
would like to see tracked. Whether it comes to Winstar or not, we
know where we stand with respect to the fair consideration process
in the multiaward cities as well as the single award cities like Bal-
timore and Cincinnati.

Mr. TOM DAVIS OF VIRGINIA. I understand agencies didn’t budget
for one-time transition related costs such as termination fees.
Given GSA did not collect funds from the agencies in advance to
fund these one-time charges, what should we do now to address the
issue?

Mr. HOGGE. As I suggested, perhaps the IT fund could be used
to defray those one-time costs as well as taking a longer view of
things. I understand how agencies do their fiscal year budgeting
but Winstar has a built-in value proposition in the fixed 8 year
pricing we proposed to take a life cycle view of things, to adjust the
fair consideration process, to remove any kind of external factors
that otherwise bias the decision toward the incumbent. Any com-
bination of those could be used to remedy a situation.
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Mr. DOHERTY. It is my understanding that prior to going into the
MAA Program, GSA had somewhere around 22 to 24 percent of the
agencies used GSA for local services. I think GSA needs to take a
much longer view of what would happen to the overheads if that
was driven to the 55, 60, 65 percent capturing market share and
instead of having some of these rates we have heard, from 23 to
84 percent, to lower those and take some of those fees and let the
vendors use that as a short term service initiation charge. Increase
our fees, that money goes to the vendors, the vendors now would
take care of upfront capital costs and over a period of time, that
would go away.

If GSA looked at a model, I think those fees could be used in
some type of transition fund.

Mr. TOM DAVIS OF VIRGINIA. Mr. Page, you talked about the im-
portance of niche contracting as a component of the overall
FTS2001 strategy. It appears that concept really isn’t being utilized
by GSA. Would you agree, and if you do, what can be done to im-
prove that utilization?

Mr. PAGE. The only what I would call niche contract—a trilogy
of contracts, FTS, MAA and the niche contract—all should be able
to intermingle and compete with each other as we proceed—the
only one I am aware of is the DSL contract recently awarded na-
tionwide. I would consider that a niche contract for GSA. I don’t
know of any others.

Mr. TOM DAVIS OF VIRGINIA. As far as you see, they are not uti-
lizing it to the extent they could?

Mr. PAGE. It is underutilized I would think.
Mr. TOM DAVIS OF VIRGINIA. Have you had any difficulty market-

ing to customer agencies?
Mr. PAGE. I have two extremes. In New Orleans where I am the

sole provider, I have a relationship with GSA in region 7 where we
developed a marketing plan, we are actively going after customers
not presently GSA customers and doing it in a uniform manner.
We have worked with Margaret and her people to get some attrac-
tive, one-time looks at the market. That is a different world than
my region 4 marketplace. I am having a very difficult time market-
ing in region 4. GSA wants to be between me and the customer.

Mr. TOM DAVIS OF VIRGINIA. Ms. Davis.
Mrs. JO ANN DAVIS OF VIRGINIA. I believe Mr. Payne you stated

you were forced to work with GSA rather than going directly to the
Federal agencies.

Mr. PAYNE. I think we all said it.
Mrs. JO ANN DAVIS OF VIRGINIA. I thought I heard the first panel

that the agencies had a choice, either work directly with the vendor
or go through GSA. What is your understanding?

Mr. PAYNE. It varies from city to city. We have instructions to
work through GSA. The pricing is done through GSA. We are not
allowed to tell the end user what our bid price is, it has to have
the overhead rate. One way they can control that is if the overhead
rate is applied to the proposal responses coming out of the GSA.
We are not in the position in some cases to know that.

We should be with the agencies making their plans. At Treasury,
we sat down with them with their 5 year plan, we know where
they are going, we look at where the technology is taking us and
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them, make our plans accordingly and we are there when we need
to be there with that new technology as it evolves in whatever pre-
scribed direction. We will probably never go through an inter-
mediary even though we are a sub to a contract. TRW has realized
the best value is bring the two together, stand by and see what
happens. That is always the best proposition, bring them to our fa-
cilities in Sterling to see our ‘‘cybercenter,’’ or to Minneapolis to see
our managed care environment. It is a learning process. Our pres-
entations are learning tools.

Mrs. JO ANN DAVIS OF VIRGINIA. Do you think it would have
sped up the process which has dragged out for over a year in some
cases?

Mr. PAYNE. Yes. I think some of the solutions you can skip some
of the intermediate technology and directly to the more advanced
technology when you see the cost break points. Those are the tools
we should be working, how do we proceed here.

Mrs. JO ANN DAVIS OF VIRGINIA. Do you all agree?
Mr. DOHERTY. I think the broader issue is GSA should run this

program as the public or private sector would run the program. I
think there clearly is a role for the GSA in supporting the agencies,
in helping them buy telecommunications services.

The question is should the GSA have a marketing role? Our posi-
tion is that is not a role for the GSA. The GSA should get contracts
out there, get pricing in place, get policies in place and then let the
marketplace rule, let the different vendors go out and market di-
rectly to the agencies, let the agencies make informed decisions and
hold the vendor community responsible for the things they have
said and commitments they have made. I don’t think GSA needs
to be in a role to get between the end user agencies and industry
trying to provide services.

Mr. LUCAS. If I may offer a dissenting opinion. GSA is a distribu-
tion channel as far as we view the world and the MAA contract is
one mechanism. To the extent GSA can market that value added
to those agencies where they don’t have the staff to do their own
telecommunications planning and implementation, GSA provides
the value. That is something I am willing to market through.

GSA is also not mandatory, so if there appears to be some dif-
ficulty in a particular city or State where it doesn’t look like GSA
is a solution, there are other alternatives that we have to market
directly to those customers.

In the communications I have with GSA there is an understand-
ing we can work together to where we are both successful and
where we can’t agree, there are other options.

Mr. HOGGE. I agree. There clearly is a value add. The GSA pro-
vides services to agencies that would not be equipped to respond
to a bombardment of proposals from Qwest, AT&T, Winstar and
the incumbent provider but other agencies are more sophisticated.
I think there is a solution along the spectrum depending upon par-
ticular situations. That is the difference here on the local contracts
versus the long distance contracts. Local service is inherently local,
the agencies have specific needs at a specific site.

We are open to working through GSA. It is a viable channel.
That is why we pursued the program in the first place. To the ex-
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tent there are agencies equipped to deal with the industry coming
directly to them, there is clearly a subclass for those opportunities.

Mr. PAGE. I personally think we could do both. Where I go out
and develop a prospect and need and go through some elaborate de-
sign work, where that customer or agency has no procurement ve-
hicle readily available to utilize, the MAA should be a platform I
can bring that customer to and we can establish that process and
because I have done the marketing, done some of the upfront work,
then GSA might be able to negotiate with that customer on fees be-
cause there is less they have had to do.

Clearly there is a need for GSA to be a marketing channel also.
I see it as being more than just a two fee process where one fee
is direct and one if GSA is involved. I think GSA is smart enough
and savvy enough to figure out a way to have a sliding scale that
allows for both. If I go out and kill it, I want to be able to eat it.
You end up not having that desire to bring that in unless you know
you can partake.

Mr. TOM DAVIS OF VIRGINIA. You mentioned the MAA contracts
are uniform in their product and service content, GSA’s implemen-
tation and administration is not. Are there specific contract admin-
istration practices that ought to be made uniform?

Mr. HOGGE. I think there are administrative processes that
should be made more simple and more straightforward. Fair con-
sideration is the one we have chosen to focus on. Winstar began as
a company focused on providing local broadband services to small
and mid-sized businesses.

When we decided to pursue government business through the
MAA Program, you have about a 24 month period where there is
a lot of expense and zero revenue. That was the RQS process. Then
there is an additional period of time where you go through city by
city competition and there is expense and zero revenue until you
get to the point where you have a contract vehicle in place, a re-
quirement in this market, it seems to me after that point you then
get into more of a normal sort of business blocking and tackling,
head to head competition for this business. That is where we think
our recommendations about fair consideration can turn the post-
award buying process into a more businesslike transaction.

Mr. TOM DAVIS OF VIRGINIA. In your collective experience, if
agencies have to provision for additional equipment in order to
transition, do they know the options available to them such as buy-
ing from the Federal Supply Service Schedule?

Mr. PAYNE. The sales process is actually one about training tech-
nically and giving the agency the contractual alternatives. We all
know the rules and are very much aware of the vehicles and alter-
natives, and are aware in some instances an upgrade is required
or necessary or maybe advantageous, so when you sit down with
that agency directly, you start looking at that longer term vision,
making those plans, then start realizing their capital investments
and requirements. You can bring to the table some creative alter-
natives. That is part of the selling process.

None of this is charged. This is inherent in what you do when
you sell so some call it planning, some call it selling but basically
the agency is getting the benefit of a consultant who comes in and
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will provide alternatives. Part of that is looking at the alternative
contract vehicles.

My concern is the agencies are making decisions not knowing
what those alternatives are and not knowing what the costs are
and we go out to deploy it and they are surprised because we didn’t
present the solution that there is more equipment necessary or
more upgrades or riser cable.

Mr. TOM DAVIS OF VIRGINIA. Ms. Bates, do you want to say any-
thing? We will talk to you informally when this is over. I don’t
want this to go unrebutted if you want to say anything.

Ms. BATES. I don’t intend to rebut because it is too late in the
day. I think on a positive note, I appreciate the fact we have come
here today and I have heard and you have asked questions of this
panel on ways GSA/FTS can improve. I think anytime we can all
come together and talk about ways to improve it is positive.

I would ask each of the panel members while they have spent
much time thinking of ways we can improve, and we will look at
that, they also need to think about how they can improve this proc-
ess because we are in it together. If only one of us implements all
the improvements, this many-legged stool will still fall over. I think
we all need to take that to heart.

I also think we have talked about many things that have dif-
ferent meanings. The big thing is communications. We have all
identified that as an area of complexity that we need to do better.
I think the testimony, questions and answers really elevate that to
a new level.

We have spoken of fees, marketing, many things where apples
and oranges have been thrown into this fruit basket. It is a very
complex issue and while we always choose to take the high road
in trying to explain it, many times the devil lives in the details and
we have to get down there to make sure we are comparing apples
to apples.

I will commit to work hard with GAO over the next several
months as they complete the study you have requested to make
sure as we make recommendations and discuss very important
issues of this program and the FTS2001, we are making an apples
to apples comparison so we can all come out with a common under-
standing. We have a long way to go to get there.

We did talk about alternate contracting methods. While we need
to look at that, I think we need to be aware the contract vehicles
are not so much the problem but we are dealing in a deregulated
market now where competition is new to many of our customers,
ourselves and our industry and we cannot deny that we need com-
petition along the way. That is threaded throughout in our discus-
sion somewhat mixed of fair consideration.

I intend to push ahead. I think we have a good program in place
and everybody here has said they are committed to a rapid imple-
mentation of the current program, bringing on new customers, get-
ting new customers over and getting that savings to the taxpayer.
I believe I can speak for everyone here, we all intend to push ahead
and do that.

I appreciate the opportunity.
Mr. TOM DAVIS OF VIRGINIA. Thank you.
Ms. Davis.
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Mrs. JO ANN DAVIS OF VIRGINIA. You are right, Ms. Bates, the
devil is in the details. It sounded like the hearing today and all the
testimony that communication is the answer to making this pro-
gram work. I think it involves not only GSA here in Washington
and all your regional offices as well as each of the vendors. I think
if everyone could work on the communication, we can make a good
program out of this.

Thank you all for coming.
Mr. TOM DAVIS OF VIRGINIA. I want to take a moment to thank

everyone for attending the subcommittee’s important oversight
hearing. Thanks to all the witnesses, Congressman Turner and
other members for participating, thank my staff for organizing this
and I think it has been productive.

Ms. Bates, this is a tremendous complex procurement on the cut-
ting edge of new technologies. I understand how difficult this is
even for the most seasoned private sector entrepreneurs who are
going under every day in some cases. You have some very solid
ones here that we will see through this contract and I think the
spirit with which you have approached this is very encouraging.

As long as we can keep talking to each other, try to learn from
it and improve it as we move on, at the end of the day our goal
is to give the taxpayers their best bang for the buck and for the
agencies to allow them to operate most efficiently.

I applaud the way you have approached this and working with
us. We obviously have a way to go but we want to be there with
you. I think the hearings help everyone to understand we are going
to oversee these things. It allows everyone to utilize what they
have to get together.

To all the vendors, we want this to work for you as well.
I am going to enter in the record the briefing memo distributed

to subcommittee members.
We will hold open the record for 2 weeks from this date for those

who may want to forward submissions for possible inclusion or if
there is some thought you want to get into the record before we
proceed. You would be most welcome to do that.

I am going to close the proceedings. Thank you.
[Whereupon, at 4:48 p.m., the subcommittee was adjourned, to

reconvene at the call of the Chair.]
[Additional information submitted for the hearing record follows:]
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